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CALIFORNIA  RAILROAD  COMMISSION 
DECISIONS. 


Decij^ion  No.  9034. 

Al.HKHS   HlUrrilEUS    MlLLINCi    CUMrANY,   A   (^OUPORATIOX, 

VS, 
SOUTHERN   PACIFIC   COMPANY,    A   (H)RP()UATION. 


Case  No.  1463. 
Decided  Juue  1,  1921. 


^'uHiran,  Sullirnn  and  Theodore  ./.  Roehe,  by  iieorge  I).  Hqitircfi,  for  CoDipIainani. 

<\    \V.  nnrbroir,  for  Southern  I*aeific  Comiiany. 

a.  II.  linker,  for  Atchison,  Topcka  and  Santa  Fe  Railway  Company. 

Mr.   Vua  Dyne,  for  Oakland  Chamber  of  Comniorco. 

/''.  A'.  Clifford,  for  Sperrj'  Flour  Comi>any. 

lx)VEi.AND,   Commissioner. 

OPINION. 

The  complainant  is  a  corporation,  or^ranized  under  the  laws  of  the 
state  of  Oregon,  and  is  a  manufacturer  and  dealer  in  o^rain,  grain 
products,  flour,  cereals  and  cereal  products,  with  offices  in  the  city  of 
San  Francisco  and  a  mill  at  tide  water,  Oakland,  adjacent  to  Oakland 
Wharf,  located  on  the  rails  of  the  Southern  Pacific  (^ompany. 

The  allegations  in  the  complaint  are  that  the  grain  rates  to  and  from 
the  mill  at  Oakland  should  be  just,  reasonable  and  nondiscriminatory 
as  compared  with  rates  on  the  same  commodities  to  and  from  South 
Vallejo,  where  are  located  competing  mills.  The  rates  in  effect  at  the 
time  this  proceeding  was  commenced  averaged  from  one-half  to  five 
cents  per  100  pounds,  or  from  10  cents  to  $1  per  ton  greater  than  rates 
for  equidistant  hauls  on  the  same  commodities  contemporaneously  in 
effect  to  and  from  South  Vallejo.     Reparation  is  asked  for. 

The  charge  of  the  unreasonabh^ness  of  the  rates  per  se,  although 
included  in  the  complaint,  received  but  little  attention.  The  real 
cause  of  the  complaint  is  the  alleged  discrimination  against  Oakland 
as  compared  with  the  rates  in  effect  at  South  Vallejo. 

There  was  filed  with  this  proceeding  by  the  same  complainant  Case 
No.  1471,  alleging  that  the  milling-in-transit  rides,  charges  and  regu- 
lations of  the  Southern  Pacific,  Atchison,  Topeka  and  Santa  Fe  and 
Northwestern  Pacific  were  discriminatory  and,  therefore,  unlawful. 

Believing  that  a  state- wide  situation  was  presented  in  connection 
with  the  milling-in-transit  privileges,  this  Commission  instituted  on  its 
own  motion  Case  No.  1526,  calling  into  question  all  of  the  practices  of 
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2  CALIFORNIA   RAILROAD   CJOMMISSION  DECISIONS. 

the  defendant  carriers  involving  milling-in-transit  charges.  By  stipu- 
lation, the  testimony  and  exhibits  presented  in  any  one  of  the  three 
proceedings  were  to  be  considered,  when  relevant,  in  connection  with 
this  proceeding,  Case  No.  1463. 

The  complainant  filed  forty  exhibits  and,  through  its  witnesses,  made 
an  analysis  of  each  of  the  exhibits,  dealing  not  only  with  the  alleged 
unreasonable  and  discriminatory  rates  on  the  grain  moving  into 
Oakland,  but  also  with  the  milling-in-transit  privileges.  This  latter 
subject,  however,  will  be  dealt  with  in  the  opinion  and  order  to  issue 
in  cases  Nos.  1471  and  1526. 

The  testimony  showed  that  in  the  work-out  of  the  grain  rates  South 
Vallejo  is  given  practically  the  same  adjustment  as  Port  Costa  on  ton- 
nage moving  from  competitive  river  and  bay  points  served  by  the 
water  carriers.  Large  quantities  of  grain  are  brought  to  South  Vallejo 
via  river  and  bay  beats,  and  it  was  because  of  this  competition  that 
the  Southern  Pacific  Company  found  it  necessary,  many  years  before 
complainant's  mill  was  erected  at  Oakland,  to  extend  to  South  Vallejo 
the  rates  in  effect  on  the  opposite  side  of  the  bay  at  Port  Costa.  This 
was  done,  notwithstanding  the  fact  that  movement  of  the  tonnage  from 
Port  Costa  to  South  Vallejo  involved  difiicult  and  expensive  transporta- 
tion operations  and  a  haul  of  37J  miles,  as  compared  with  a  haul  of  but 
26.2  miles  from  Port  Costo  to  Oakland.  The  rates  to  Oakland  are 
approximately  2  J  cents  per  100  pounds  higher  than  to  Port  Costa, 
occasioned  by  the  increased  mileage,  while  no  additional  charge  is  made 
in  handling  the  same  class  of  tonnage  to  South  Vallejo  for  delivery  to 
the  competing  mill  located  at  that  point.  This  is  one  of  the  alleged 
discriminatory  practices  of  the  Southern  Pacific  Company.  The  testi- 
mony, however,  showed  that  the  rate  adjustment  complained  of  had 
extended  over  a  period  of  from  35  to  40  years  and  represented  a  forced 
schedule  of  rates  by  reason  of  the  intense  competition  between  the 
water  and  rail  carriers  in  effect  when  regulation  was  not  enforced.  At 
that  time  the  rail  carriers  found  it  absolutely  necessary  to  either  make 
the  same  rates  to  South  Vallejo  as  in  effect  at  Port  Costa  or  lose  to  a 
great  extent  the  vast  wheat  tonnage  moving  out  of  the  Delta  regions. 

The  feature  of  the  rate  adjustment  mostly  complained  of  in  this 
proceeding  is  the  variation  of  the  treatment  of  the  rates  for  hauling 
grain  moving  through  Port  Costa  to  Oakland  as  compared  with  grain 
moving  from  the  same  points  of  origin  through  Port  Costa  to  South 
Vallejo.  Some  of  the  effects  of  the  adjustments  are  illustrated  by  the 
exhibits  and  the  testimony  of  the  witness. 

Complainant's  Exhibit  No.  30  shows  that  on  grain  originating  at 
points  in  the  Sacramento  Valley,  South  Vallejo  has  the  same  rates  as 
Port  Costa,  while  the  rates  to  Oakland  are  2^  cents  per  100  pounds 
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greater  than  the  Port  Costa-South  Vallejo  rates,  the  distance  being  23.5 
miles  in  favor  of  South  Vallejo.  The  testimony  of  defendant's  wit- 
nesses was  to  the  effect  that  this  adjustment  was  created  by  reason  of 
the  water  competition  via  the  Sacramento  River  and  its  tributaries. 

The  same  exhibit  names  rates  from  San  Joaquin  Valley  points  and 
while  in  this  situation  Oakland  has  an  advantage  in  distance  of  22.7 
miles  over  South  Vallejo,  the  rates  average  1^  cents  per  100  pounds 
higher  to  Oakland  than  to  South  Vallejo.  It  would  seem  that  if  mileage 
were  the  controlling  factor  the  rate  differentials  from  Sacramento  Valley 
points,  where  the  distance  favors  South  Vallejo  by  23.5  miles,  would 
l)e  practically  the  same  as  from  San  Joaquin  Valley  points  to  Oakland, 
where  the  distance  favors  Oakland  by  22.7  miles.  Defendant's  witness 
testified  that  the  grain  rates  from  San  Joaquin  Valley  points  to  South 
Vallejo  were  also  built  up  of  the  rates  originally  forced  by  water  com- 
petition, although  it  was  admitted  that  within  recent  years  there  has 
been  no  movement  of  grain  by  water  from  the  principal  points  of 
origin  in  the  San  Joaquin  Valley.  The  same  exhibit  sets  forth  the 
rates  from  points  in  the  Salinas  Valley,  showing  that  while  the  distance 
to  Oakland  as  compared  to  South  Vallejo  is  62.7  miles  shorter,  the  rates 
average  but  1  cent  per  100  pounds  in  favor  of  Oakland. 

Complainant's  Exhibit  No.  31  names  rates  from  San  Joaquin  Valley 
points  to  Stockton  as  compared  with  the  rates  to  Oakland.  The  average 
haul  to  Stockton  is  67.2  miles  shorter  than  to  Oakland,  but  the  rates  to 
Oakland  are  4^  cents  per  100  pounds  higher.  On  the  other  hand,  by 
the  comparison  given  in  Exhibit  No.  30,  the  rates  from  Salinas  Valley 
points  to  South  Vallejo  are  but  1  cent  per  100  pounds  higher  to 
South  Vallejo  than  to  Oakland,  although  here  the  distance  favors 
Oakland  by  62.7  miles. 

Otherwise  stated,  Sacramento  Valley  points  to  Oakland,  rate  2^  cents 
higher  than  to  South  Vallejo,  with  the  mileage  23.5  greater  to  Oakland. 

San  Joaquin  Valley  points  to  Oakland,  rates  1^  cents  higher  than 
to  South  Vallejo,  with  the  mileage  22.7  greater  to  South  Vallejo. 

Salinas  Valley  points  to  Oakland,  rates  are  1  cent  higher  to  South 
Vallejo,  with  the  mileage  62.7  greater  to  South  Vallejo. 

San  Joaquin  Valley  points  to  Oakland,  rates  4|  cents  higher  than  to 
Stockton,  with  the  mileage  67.2  greater  to  Oakland. 

Here  we  have  situations  where  the  mileage  differences  are  practically 
the  same,  but  with  the  competing  mills  at  South  Vallejo  and  Stockton 
having  more  favorable  rate  adjustnumts  than  are  in  effect  at  Oakland. 

The  reasoning  of  the  defendant  is  not  persuasive,  that  because  of  the 
early  day  adjustments  at  South  Vallejo  and  Stockton  there  can  be  no 
discrimination  against  the  mills  of  the  complainant  which  were  later 
established  at  Oakland.    The  record  shows  that  the  Port  Costa  grain 
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rates  were  extended  to  iiieliule  Hoiith  VaJlejo  because  grain  originating 
in  the  Delta  regions  was  landed  at  Port  Costa  or  South  Vallejo  by  the 
boat  carriers  at  the  same  rates.  This  made  it  necessary  to  give  to  South 
Vallejo  the  Port  Costa  rates  regardless  of  the  extra  haul  of  37i  miles. 
When  the  mill  was  established  at  Oakland  the  same  water  carriers 
served  the  Oakland  territory  at  practically  the  same  rates  as  they 
assessed  at  Port  Costa-South  Vallejo  and  it  would  appear  to  the  Com- 
mission that  this  defendant  should  have  made  readjustments  and  given 
to  Oakland  the  same  advantages,  due  to  its  location,  as  were  conceded 
to  South  Vallejo  and  Stockton.  In  the  Stockton  situation  the  adjust- 
ments were  made  in  the  first  place  to  meet  conuiiercial  conditions  and 
water  competition,  and  in  the  second  by  reason  of  the  rail  competition 
created  by  the  Western  Pacific,  its  main  line  from  Sacramento  to 
Oakland  passing  through  Stockton.  The  mill  at  Oakland,  in  addition 
to  being  served  by  tlie  river  and  bay  water  carriers,  has  rail  facilities 
not  possessed  by  the  mill  at  South  Vallejo,  inasmuch  as  Oakland  is 
reached  by  defendant  Southern  Pacific  Company,  by  the  Atchison, 
Topeka  and  Santa  Fe,  the  Western  Pacific  and  the  San  Francisco  and 
Sacramento  Railroad.  Stockton  has  as  representative  a  transportation 
situation  as  Oakland,  being  served  by  the  water  carriers,  by  the  South- 
em  Pacific,  the  Atchison,  Topeka  and  Santa  Fe,  the  Western  Pacific, 
Tidewater  Sonthern  Railway  and  (-alifornia  Traction. 

Tlie  geographical  location  of  these  three  milling  centers  presents  a 
situation  which  naturally  leans  more  or  less  toward  a  grouping  of  the 
rates  in  order  to  prevent  violations  of  the  long  and  short  haul  provi- 
sions of  the  constitution,  and,  while  the  Commission  does  not  urge  a 
complete  grouping  of  the  grain  rates  at  Oakland,  South  Vallejo  and 
Stockton,  it  believes  this  phase  should  l)e  given  very  careful  considera- 
tion in  dealing  with  this  adjustment.  The  carrier  can  not  give  one 
point  an  advantage  over  another  when  conditions  are  similar  and 
whatever  rates  are  assessed  should  be  uniformly  applied.  I  believe 
there  should  not  be  here  a  complete  recognition  of  the  length  of  the 
hauls,  but  that  in  the  grade-out  of  these  rates  the  adjustment  should 
be  substantially  the  same  for  equal  distant  service.  The  issues  here 
presented  must  be  determined  in  the  light  of  the  present  conditions 
and  not  by  those  of  the  past  years,  when  circumstances  were  materially 
dissimilar. 

The  exhibits  of  complainant  set  forth  the  two  increases  made  in  the 
rates  since  June  25,  1918,  demonstrating  that  these  readjustments  have 
worked  to  its  disadvantage  by  widening  the  differentials  formerly 
existing  as  between  Oakland,  South  Vallejo  and  Stockton.  It  also 
appears  that  arbitraries  are  added  to  rates  for  branch  line  services,  with 
the  exception  of  the  services  performed  on  grain  between  Port  Costa 
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and  South  Vallojo,  37.5  miles,  and  between  Suisun  and  South  Vallejo, 
20.1  miles. 

I  muKt  eonelude  from  all  of  tlit»  evidence  before  me  that  there  is 
discrimination  in  the  rates  now  in  effect  applying  to  Oakland  as 
compared  with  those  in  effect  to  South  Vallejo  and  Stockton. 

An  order  can  not  be  entered  upon  this  record  fixing  the  reasonable 
rates,  but  the  Southern  Pacific  ('ompany  will  be  expected  to  readjust 
its  rates,  in  accordance  with  these  findings,  within  ninety  (90)  days 
from  the  service  hereof.  If  this  is  not  done,  the  matter  may  be  brought 
to  the  Conunission 's  attention  again  for  further  appropriate  action. 

Complainant's  claims  for  reparation  are  l)ased  primarily  upon  the 
grounds  that  the  rates  to  Oakland  are  discriminatory  and  in  favor  of 
South  Vallejo.  But  complainant  competes  with  mills  other  than  those 
at  South  Vallejo  and  there  is  nothing  in  the  record  to  show  that  the 
South  Vallejo  mills  control  the  selling  prices.  There  is  no  proof  of 
damages,  and  in  this  silent  condition  of  the  record  no  basis  is  afforded 
for  an  award  of  reparation. 

ORDER. 

Albers  Bros.  Milling  Company,  a  corporation,  having  filed  with  this 
Commission  a  complaint  alleging  that  the  rates  applying  to  and  from 
Oakland  on  grain,  grain  products,  flour,  cereals  and  cereal  products 
are  unjust,  preferential  and  discriminatory,  a  regular  hearing  having 
been  held,  and  basing  its  order  on  the  findings  of  fact  appearing  in 
the  opinion  which  precedes  this  order, 

It  is  hereby  ordered^  that  the  Southern  Pacific  Company  publish  and 
file  with  this  Commission  on  or  before  ninety  (90)  days  from  the  date 
hereof  a  tariff  or  tariffs  applying  on  the  commodities  mentioned,  to 
and  from  Oakland,  which  rates  shall  be  just,  reasonable  and  non- 
discriminatory as  compared  with  rates  in  eff(H-t  on  tlu^  same  conunodities 
at  South  Vallejo  and  Stockton. 

It  is  kerelyij  further  ordered,  that  as  to  other  matters  tlie  complaint 
be  and  the  same  is  hereby  dismissed. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Eailroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  first  day  of  June,  1921. 
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Decision  No.  9035. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  JACKSON  GASLIGHT 
COMPANY,  B.  E.  LETANG.  OWNER,  FOR  PERMISSION  TO  SUS- 
PEND  SERVICE. 


Application  No.  6185. 
Decided  June  3,  1921. 


B.  E,  Letang,  in  propria  persona, 

W.  (/.  Snyder,  for  Citizens  of  Jacks  m. 

By    THE    (^OMMTSSIOX. 

OPINION. 

This  is  an  application  of  Jackson  Gaslight  Company,  B.  E.  Letang, 
owner,  for  permission  to  suspend  operations  until  lower  prices  prevail 
for  material  and  labor.  Applicant  alleges  that  he  is  operating  his 
business  under  a  deficit  due  to  the  high  cost  of  materials,  and,  further, 
that  all  obligations  of  the  Jackson  Gaslight  Company  have  been 
satisfied. 

A  public  hearing  was  held  before  Examiner  Satterwhite  in  Jackson 
on  April  27,  1921,  and  the  matter  thereupon  submitted. 

Applicant  has  been  engaged  in  manufacturing  and  selling  coal-gas 
in  Jackson  since  1885  and  has;  at  the  present  time,  the  only  coal-gas 
plant  in  the  State  of  California.  Applicant's  manufacturing  equip- 
ment is  antiquated  and  uneconomical,  and  his  distribution  system  is 
in  a  poor  state  of  repair.  It  is  evident  that  if  gas  service  is  to  be 
continued  at  a  reasonable  cost,  it  will  become  necessary  to  make 
extensive  improvements  involving  additional  capital.  This,  applicant 
is  not  able  to  do. 

The  city  of  Jackson,  in  which  applicant's  business  is  located,  depends 
largely  upon  the  neighboring  mines  for  its  prosperity.  Early  in  1920 
these  mines  caught  fire  and  were  flooded,  necessitating  a  suspension  of 
their  operation,  which  is  still  continuing.  This  has  caused  a  decrease 
in  the  business  and  population  of  Jackson,  which  has  materially 
affected  applicant's  revenue. 

The  decline  of  applicant's  business  is  shown  in  the  following  statistics 
taken  from  annual  reports  made  to  the  Commission : 


Gas  sold— M  cubic  feet 1,410 

Consumers 290 

Revenue I  ^,983  !       $5,153         $4,505         $3,864          $2,486 

Expenses - 3.983  ':        7,449          7,547  '        6.650            6,079 


1&17 ' 1918 1919 I 1920 

1 

1,691  852  I        1,606  ;  618 

275  275  170  i  60 


Net   $1,000       ♦$2,296       ♦$3,(M2  ^     ♦$2,786         ^$3,593 

Rate  per  M  cubic  feet '■       $250         $250.       $250         $400  $400 

i         4  00 


♦Peflclt. 
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It  appears  from  a  study  of  the  evidence  before  the  Commission  that 
satisfactory  gas  service  can  not  be  rendered  by  applicant  and  that 
applicant  can  not  reasonably  be  required  to  continue  service  under 
existing  conditions.  Applicant  should,  therefore,  "be  permitted  to 
suspend  service. 

ORDER. 

Jackson  Gaslight  Company,  B.  E.  Letang,  owner,  having  applied  to 
the  Railroad  Commission  for  authority  to  suspend  service,  a  public 
hearing  having  been  held  and  the  matter  submitted,  and  the  Commis- 
sion being  fully  informed  in  the  matter,  and  finding  that  applicant's 
request  should  be  granted ; 

It  is  hereby  ordered,  that  Jackson  Gaslight  Company,  B.  E.  Letang, 
owner,  be  and  is  hereby  authorized  to  suspend  gas  service  in  Jackson 
beginning  July  1,  1921 ;  provided,  that  applicant  send  written  notice 
to  each  of  his  consumers  as  to  his  intention  of  discontinuing  service 
at  least  fifteen  days  prior  to  suspension  of  service  and  that  a  certified 
copy  of  such  notification  be  filed  with  this  Commission  on  or  before 
ten  days  prior  to  such  intended  suspension. 

Dated  at  San  Francisco,  California,  this  third  day  of  June,  1921. 


Decision  No.  9039, 

IX  THE  MATTER  OF  THE  APPLICATION  OF  THE  McFARLAND  TELE- 
PHONE (X)MPANY  FOR  AUTHORITY  TO  INCREASE  RATES  FOR 
TELEPHONE  SERVICE. 


Application  No.  6170. 
Decided  June  3, 1921. 


L.  F.  (Jalyon  and  Kmest  Irwin,  for  Applicant. 
By  tiik  C>om mission. 

OPINION. 

The  McFarland  Telephone  Company,  hereinafter  referred  to  as  the 
company,  in  Application  No.  6170,  asks  the  Commission's  authority  to 
increase  rates  for  telephone  service,  alleging  that  the  income  from  the 
present  rates  is  insufficient  to  pay  operating  expenses. 

The  company  filed  with  its  application  a  statement  of  the  monthly 
revenue  and  expenses  and  an  inventory  and  appraisal  of  its  property. 
The  revenue  and  expenses  as  shown  in  the  exhibit  are  based  on  estimates 
rather  than  upon  records  kept  by  the  company. 
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The  rates  which  the  company  has  on  file  with  the  Commission  at 
present  are  as  follows : 


ClasslflcatloD 


Main  line _ _ i  $2  50 

Two-party  line * 2  00 

Four-party  line __ I  I  75 

Suburban* __!  J  75 

Farmer  line* !  50 

Extension  bell  _.. '  25 


Residence 


$2  75  - 

$2  00 

2  25  * 

1  75 

2  00 

1  50 

2  00 

1  50 

f.O 

25 

25  1 

$2  25 
2  00 
1  75 
t  75 

25 


tMlI.KACE   CilARdES. 

Main  line  telephone,  r)0  cents  per  month  por  quarter  mile  or  fraction  thereof. 
Two-party  line  telephone.  3.%  cents  per  month  i)er  quarter  mile  or  fraction  thereof. 
Four-party  line  telephone.  25  cents  per  month  i)er  quarter  mile  or  frnction  thereof. 

♦Fanner  line  rat??  are  for  a  inintinuin  of  five  HU»>sprit)ers  per  line.  Suburban  rat4»  In  for  a 
minimum  of  four  subiscribrrs  for  the  first  thr^^  niih«  of  Ifno  requird  from  the  central  oflic? 
and  a  minimum  of  five  sub8rrit>erp  |>er  line  for  the  first  five  miles  of  line. 

tThe  milpago  charges    apply   only   for   t'^leiihon:^   of   thOHo   classifications   which    are  loi-aifd 
outside  of  the  primary  rat?  area.    The  mileage  shall  be  th?  airline  distance  from  the  t^ubscrilxjr's  . 
station  to  the  primary  rate  area. 

The  primary  rate  area  is  now  defined  b}'  a  circle  drawn  with  a  three- 
quarter  mile  radius  and  with  its  center,  or  orij^in,  at  the  central  office. 

An  investigation  of  the  subscriber 's  ledger  of  the  company  revealed 
the  fact  that  it  had  not  been  charging  the  rates  filed  with  the  Commis- 
sion, in  that  subscribers  were  given  the  choice  between  a  w^all  and  a  desk 
telephone  at  the  lower  rates,  this  course  resulting  in  loss  of  revenue. 
The  company  w^as  acting  within  its  rights  in  this  matter  but,  inasmuch 
as  it  desires  more  revenue,  it  should  have  applied  the  rates  authorized 
by  this  Commission.  The  ledger  also  showed  that  the  company  w^as 
charging  discriminatory  rates  in  a  few  cases,  and  collecting  a  rate  for 
switching  service  which  had  not  been  authorized  by  the  Commission. 
These  two  matters  should  be  corrected. 

A  hearing  was  held  in  IVTcFarland  upon  above  application  by 
Examiner  Westover.  An  independent  inventory  and  appraisal  of  the 
company's  property  was  made  by  the  Commission's  engineers  and 
presented  at  the  hearing.  From  an  analysis  of  these  appraisals  sub- 
mitted by  the  company  and  by  our  engineers,  we  are  of  the  opinion  that 
a  fair  valuation  of  this  property  for  rate-making  purposes  will  be 
approximately  $6,500. 

The  records  kept  by  the  company  of  its  revenues  and  expenses  were 
so  incomplete  that  it  was  impossible  to  determine  from  them  either  the 
income  or  the  expenditures  during  the  past  year.  We  have  therefore 
used  estimated  revenue  and  expenses  in  this  instance. 

A  careful  estimate  of  the  operating  expenses,  uncollectible  revenue, 
taxes  and  depreciation  amounts  to  $2,550  for  the  coming  year.     Under 
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the  present  rates,  assuming  a  5  per  cent  increase  in  business,  the  com- 
pany would  receive  a  total  revenue  of  approximately  $2,450.  It  is 
apparent,  therefore,  that  the  company  is  entitled  to  an  increase  in 
revenue  in  order  that  it  may  pay  even  its  operating  expenses. 

The  company  may  reasonably  expect  during  the  coming  year  an 
estimated  revenue  of  approximately  $2,750  under  the  proposed  rate 
structure.  With  the  estimated  expenses  for  the  same  period  amounting 
to  $2,550,  the  company  will  have  remaining  only  $200  as  a  return  upon 
its  investment.  This  is  a  return  of  8  per  cent  on  $2,500  while  the  rate 
base,  as  stated  above,  is  $6,500. 

The  above  condition  is  caused  by  the  fact  that  the  company  is  serving 
a  territory  which  is  in  the  development  stage.  During  the  last  five 
years  the  number  of  stations  served  by  it  has  increased  over  100  per 
cent.  At  the  present  time,  however,  the  number  of  stations  is  so  small 
(they  have  72  stations)  that  a  rate  structure  which  would  give  a 
reasonable  return  upon  the  investment  would  be  excessive  and  defeat 
the  very  purpose  for  which  it  was  granted. 

Included  in  the  estimated  expenses  for  the  coming  year  is  an  item  of 
$288  which  shall  be  set  aside  in  a  fund  for  the  purpose  of  taking  care  of 
depreciation  which  will  take  place  subsequent  to  the  time  this  fund  is 
set  aside.  This  amount  shall  be  added  to  the  fund  annually  and  the 
fund  itself  regulated  as  directed  in  the  order. 

We  recommend  that  the  company  shall  offer  the  following  classes  of 
service  and  authorize  the  following  rates : 


Classification 


Main  Unv,  wall 

Two-party  lino,  wall 

Four-party  line,  wall 

Suburban  lino,  wall 

Ex  tensions  

Extension  bells  ___ ___ 

Fanners'  lines  iror  annum) 


Per  month 

Lislness 

Bealdence 

$2  50 

12  00 

200 

1  75 

1  75 

1  5!) 

2  25 

2  00 

1  00 

1  m 

25 

25 

600 


3  OJ 


Dosk  telojihonos  are  25  cents  additional  per  montli  on  all  classes  of  service  cxcei)t 
»x tensions   and   farmers'   lines. 

The  above  main-line,  two-  and  four-party  line  rates  ap])Iy  only  within  the  primary 
rate  area  which  shall  be  defined  as  tho  territory  within  one-half  mile,  air-line,  from 
the  central  office  of  the  company. 

Mileage  Charges. 
A  mileage  charg^e,  based  ui>on  the  shortest  air-line  distance  from  the  subscribers' 
station  to  the  primary  rate  area,  may  be  made  for  the  following?  classes  of  sTvic*: 

Per  month 

Main  line,  per  quarter  mile  or  fraction  thereof $0  HO 

Two-party  line,  per  quarter  mile  or  fraction  thereof 3') 

Four-party  line.   i>rr  quartet*  mile  or  fraction   thereof 25 

Rates  for  miscellaneoi  s  service  not  includofl  in  the  above  table  are  to  be  filed 
with   the   Commission   subject   to   its   approval. 
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All  services,  rules  and  regulations  not  covered  in  this  opinion  shall 
remain  in  effect  as  provided  for  in  the  Commission's  Decision  No.  2879, 
Case  No.  683,  decided  November  5,  1915,  and  as  modified  by  Decision 
No.  8146,  Application  No.  5767,  decided  September  24,  1920. 

We  recommend  the  following  form  of  order : 

ORDER. 

The  McParland  Telephone  Company,  having  filed  with  the  Com- 
mission its  application  for  an  increase  of  rates,  a  hearing  having  been 
held,  the  matter  having  been  submitted  and  the  Commission,  basing  its 
conclusions  on  the  foregoing  opinion,  finding  as  a  fact  that  the  rates 
authorized  and  the  classes  of  service  prescribed  in  this  order  are  just 
and  reasonable ; 

It  is  hereby  ordered^  that  the  applicant  is  authorized  to  establish  and 
file  with  the  Commission  within  thirty  (30)  days  from  the  date  of  this 
order,  a  schedule  of  rates  and  services  as  outlined  in  the  foregoing 
opinion.  On  approval  by  the  Commission  of  the  schedule  so  filed,  appli- 
cant is  authorized  to  put  these  rates  into  effect  subject  to  the  following 
conditions : 

(a)  Adequate  and  efficient  telephone  service  must  be  rendered  at  all 
times  for  all  classes  of  service. 

(6)  Applicant  shall  set  aside  in  a  depreciation  fund  the  sum  of  $288 
per  annum  in  installments  of  $24  per  month  for  the  purpose  of  taking 
care  of  such  renewals  and  replacements  of  property  as  shall  be  covered 
by  the  fund. 

Applicant  shall  file  with  the  Commission  within  thirty  (30)  days  of 
the  date  of  this  order,  its  suggestions  for  rules  governing  the  functions 
and  use  of  the  depreciation  fund  and  these  recommendations  thereafter 
shall  go  into  effect  as  approved  or  modified  by  the  Commission. 

(r)  The  books  and  records  of  the  company  shall  be  kept  in  conformity 
with  the  Uniform  Classification  of  Accounts  for  Telephone  Companies 
as  prescribed  by  this  Commission  and  made  effective  January  1,  1914. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  third  day  of  June,  1921. 
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Decision  No.  9046. 
in  the  matter  of  the  application  of  northwestern  pacific 

RAILROAD  COMPANY,  AND  THE  ALBION  LUMBER  COMPANY, 
B'OR  PERMISSION  TO  LEASE  A  PORTION  OF  THE  RAILROAD 
OF  THE  NORTHWESTERN  PACIFIC  RAILROAD  COMPANY  TO  THE 
ALBION  LUMBER  COMPANY. 


Application  No.  6554. 
Decided  June  3,  1921. 


By  the  Commission. 

ORDER. 

Northwestern  Pacific  Railroad  Company  and  The  Albion  Lumber 
Company  have  petitioned  the  Railroad  Commission  for  an  order 
approving  the  lease  of  a  portion  of  the  line  of  applicant,  Northwestern 
Pacific  Railroad  Company,  located  in  Mendocino  County,  and  known 
as  the  Albion  branch,  to  applicant,  The  Albion  Lumber  Company,  a 
corporation. 

The  application  states  that  the  Northwestern  Pacific  Railroad  Com- 
pany desires  to  lease  the  so-called  Albion  branch  for  the  reason  that 
said  line  is  entirely  disconnected  from  the  rest  of  the  railroad  of  the 
Northwestern  Pacific  Railroad  (company  and  it  is  difficult  to  maintain 
a  separate  organization  for  the  operation  of  said  branch  line.  The 
Albion  Lumber  Company  desires  to  lease  the  railroad  for  the  alleged 
reason  that  in  future  98  per  cent  of  the  traflfie  to  be  handled  will  be 
that  originating  wdth  The  Albion  Lumber  Company  and  such  company 
can  more  economically  operate  this  branch  line  of  railroad  in  that 
practically  the  entire  traffic  is  that  of  The  Albion  Lumber  Company, 
and  the  operation  of  the  railroad  will  be  conducted  by  officials  of  The 
Albion  Lumber  Company. 

A  copy  of  the  proposed  lease,  approval  of  which  has  been  requested, 
is  attached  to  and  forms  a  part  of  the  application  in  this  proceeding. 
We  are  of  the  opinion  that  this  is  not  a  matter  in  which  a  public  hear- 
ing is  necessary,  and  that  the  application  should  be  granted ; 

It  is  hereby  ordered^  that  this  application  be  and  the  same  hereby  is 
granted,  subject  to  the  following  conditions: 

1.  Applicant,  Northwestern  Pacific  Railroad  Company,  will  be 
required  to  immediately  cancel  all  tariffs  and  schedules  now  on  file 
with  this  Commission. 

2.  Applicant,  Albion  Lumber  Company,  will  be  required  to  imme- 
diately file  new  tariffs  and  ^schedules  or  to  adopt  as  its  own  tariffs 
and  schedules  as  hertofore  filed  with  this  Commission  by  the  North- 
western Pacific  Railroad  Company;  tariffs  and  schedules  as  filed  by 
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applicant,  Albion  Lumber  Company,  to  be  strictly  in  accordance  with 
tariffs  and  schedules  as  heretofore  filed  by  applicant,  Northwestern 
Pacific  Riiilroad. 

3.  Applicant,  Albion  Lumber  Company,  will  be  required  to  keep 
records  and  accounts  in  accordance  with  the  classification  authorized 
by  this  Commission  and  the  Interstate  Commerce  (■ommission,  such 
records  and  accounts  to  ho  kei)t  separate  from  those  included  in  the 
general  business  transacted  by  applicant,  Albion  Lumber  Company. 

4.  The  approval  by  the  ('ommission  of  the  lease  herein  proposed 
does  not  include  an  approval  of  the  estimated  original  cost  of  $459,224 
or  of  the  estimated  present  value  of  $600,(X)0  of  the  ])roperty  proposed 
to  be  leased  for  any  rate  fixing  or  any  other  purpose,  such  values  as 
expressed  in  the  application  and  referred  to  in  the  lease  being  consid- 
ered only  as  approximate  values  upon  which  the  rental  specified  in  the 
lease  is  based. 

Th(i  Commission  reserves  the  right  to  make  such  other  and  further 
orders  in  this  proceeding  as  in  its  judgment  the  public  convenience 
and  necessity  may  reriuire. 

Dated  at  San  Francisco,  California,  this  third  day  of  June,  192 L 


Decision  No.  9048. 
in  the  mattelt  of  the  aprlicatiox  of  soutiiekn  countifxs 
(;as  company  of  califounia,  for  authority  to  issfe  addi- 
tional BONDS  IN  THE  AMOFNT  OF  NINE  IHNDKED  TWEN'l^i- 
NINE  THOUSAND  THREE  HTTNDRED  EKIHTY-NINE  DOLLARS  AND 
TWEVrY-SlX  CENTS,  AND  TO  SELL  OR  PLEIXU^]  THE  SAME. 


Application  No.  6306. 
Decided  June  8,  192L 


IaRoi/    M.    /'jtltranlH,    for    Ai)i»licnnL 
IJki  .n i>1(JE.    ( *0MJ in iNxioiii  r. 

THIRD  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission,  by  Decision  No.  839S,  dated 
November  30,  1920,  as  amended,  authorized  Southern  Counties  Ga*^ 
Company  of  California  to  issue  $929,389.26  of  its  first  mortgage  5i  per 
cent  bonds  due  May  1,  1936,  subject,  among  others,  to  the  condition  that 
$501,713.60  of  bonds  be  not  deposited  as  collateral,  sold,  or  otherwise 
disposed  of,  except  as  authorized  by  the  Railroad  Commission;  and 

Whereas,  the  Railroad  Commission  in  its  first  supplemental  order, 
Decision  No.  8616,  dated  February  11,  1921,  and  in  its  second  supple- 
mental order,  Decision  No.  8805,  dated  March  30,  1921,  in  the  above 
entitled    matter,    authorized    applicant    to    deposit    $252,300    of    said 


Digitized  by 


Google 


CALIFORNIA   RAILROAD    COMMISSION   DECISIONS.  13 

i^01,713.60  of  bonds  to  seeiire,  in  part,  the  payment  of  $200,000  of 
collateral  trust  8  per  eent  j^old  Imnds  (hie  I)(»eenil)er  1,  1980;  and 

Whereas,  applieaut  in  its  third  supplemental  application  in  the 
above  entitled  matter,  reports  that  up  to  April  30,  1921,  it  has 
expended  $258,402.22  for  permanent  extensions,  betterments  and 
improvements  to  its  existing  plant  and  properties  which  have  not 
been  paid  for  by  the  is.sue  of  bonds;  and 

Whereas,  applicant,  l)ecause  of  such  expenditures,  which  have  been 
examined  and  found  reasonable  by  the  engineering  department  of  the 
Railroad  Commission,  asks  permission  to  deposit  $196,9(K)  additional 
of  said  $501,713.60  to  secure  the  i)ayment  of  $150,(X)0  of  series  "D'' 
collateral  triust  bonds;  a  public  hearing  having  been  held;  and  it 
appearing  to  the  Railroad  Commission  that  the  money,  property  or 
labor  to  be  procured  or  paid  for  by  such  depasit  is  reasonably  required 
by  applicant,  and  that  the  expenditures  herein  authorized  are  not  in 
whole  or  in  part  reasonably  chargeable  to  operating  expenses  or  to 
income;  now,  therefore; 

It  is  hereby  ordered^  that  the  order  in  Decision  No.  8398,  dated 
November  30,  1920,  as  amended,  be  and  it  is  hereby  modified  so  as 
to  permit  Southern  Counties  (ias  Compjiiny  of  California  to  use 
$196,900  of  the  $501,713,60  of  first  mortgage  bonds  referred  to  in 
condition  **2''  of  said  Decision  No.  8398,  to  secure  the  payment  of 
$150,000  of  series  "D''  collateral  trust  8  per  cent  gold  bonds  due 
December  1,  1930;  provided — 

1.  That  all  moneys  obtained  through  the  deposit  of  the  $196,900  of 
first  mortgage  bonds  be  used  to  reimburse  ai)plicant's  treasury,  and 
after  such  reimbursement  to  pay  current  indebtedness  reported  in  its 
third  supplemental  petiticm  in  this  proceeding; 

2.  That  the  said  $196,900  of  bonds  be  depasited  at  the  ratio  of 
$131.25  face  value  of  first  mortgage  bonds  for  ever>^  $100  face  valttc 
of  collateral  trust  bonds  issued;  and  that  as  the  collateral  trust  bonds 
secured  by  first  mortgage  bonds  are  paid,  a  proper  proportion  of  the 
first  mortgage  bonds  deposited  as  collateral  shall  be  returned  to  appli- 
cant and  thereafter  not  disposed  of  by  applicant  in  any  manner  what- 
soever, except  as  authorized  by  the  Railroad  C'ommission. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8398, 
dated  November  30,  1920,  as  amended,  shall  remain  in  full  force  and 
effect,  except  as  modified  by  this  third  supplemental  order. 

The  foregoing  order  is  hereby  approved  and  ordered  filed  as  the  third 
supplemental  order  of  the  Railroad  Commission  of  the  State  of 
California. 

Dated  at  San  Francisco,  California,  this  third  day  of  June,  1921. 


Digitized  by 


Google 


14  california  railroad  commission  decisions. 

Decision  No.  9049. 

IX  THE  MATTER  OF  THE  APPLKWTION  OB'  SOUTHERN  COUNTIES 
(iAS  COMPANY  OF  CALIFORNIA,  FOR  ORDER  AUTHORIZING  THE 
ISSUANCE  OF  TEN-YEAR  COLLATERAL  TRUST  GOLD  BONDS,  AND 
THE  EXECUTION  OP  A  TRUST  DEED  AND  MORTGAGE  SECURING 
THE  SAME  AND  THE  PLEDGING  OF  FIRST  MORTGAGE  BONDS 
AS  PART  OF  THE  SECURITY  THEREFOR. 


Application  No.  6307. 
Decided  June  3,  1921. 


LeRoy  Af.  Edwards,  for  Applicant. 
Britndioe,   CommUisioner. 

THIRD  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission  by  Decision  No.  8399,  dated 
November  30,  1920,  as  amended,  authorized  Southern  Counties  Gas 
Company  of  California  to  execute  a  trust  deed  securing  the  payment  of  . 
an  authorized  issue  of  $1,000,000  of  ten-year  collateral  trust  8  per  cent 
gold  bonds  due  December  1,  1930,  and  to  issue  and  sell  at  95  per  cent 
of  face  value,  plus  accrued  interest,  $400,000  of  such  bonds ;  apd 

Whereas,  the  Railroad  Commission  by  its  first  and  second  supple- 
mental orders  in  this  proceeding,  Decisions  No.  8617,  dated  February 
11,  1921,  and  No.  8806,  dated  March  30,  1921,  respectively,  authorized 
applicant  to  issue  and  sell  at  95  per  cent  of  face  value,  plus  accrued 
interest,  an  additional  $200,000  collateral  trust  bonds  secured  by  the 
deposit  of  first  mortgage  bonds  and  to  use  the  proceeds  to  reimburse  the 
treasury  on  account  of  capital  expenditures  made  prior  to  February  28, 
1921 ;  and 

Whereas,  applicant  in  its  third  supplemental  application,  filed  in  the 
above  entitled  matter,  asks  permission  to  issue  and  sell  at  95  per  cent  of 
face  value,  plus  accrued  interest,  an  additional  amount  of  $150,000  of 
series  **D"  collateral  trust  bonds  and  to  secure  their  payment  by  the 
deposit  of  $196,900  of  first  mortgage  bonds ;  and 

Whereas,  applicant  reports  that  up  to  April  30,  1921,  it  has  expended 
$258,402.22  for  permanent  extensions,  betterments  and  improvements 
to  its  existing  plant  and  properties  which  have  not  been  paid  for  by  the 
issue  of  bonds ;  and 

Whereas,  the  engineering  department  of  the  Railroad  Commission  has 
examined  and  found  reasonable  such  expenditures;  a  public  hearing 
having  been  held;  and  the  Commission  being  of  the  opinion  that  the 
money,  property  or  labor  to  be  procured  or  paid  for  by  such  issue  is 
reasonably  required  by  applicant,  and  that  the  expenditures  herein 
authorized  are  not  in  whole  or  in  part  reasonably  chargeable  to  operating 
expenses  or  to  income ;  now,  therefore ; 
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It  is  hereby  ordered,  that  Southern  Counties  Gas  Company  of  Cali- 
fornia be  and  it  is  hereby  authorized  to  issue  and  sell,  for  cash,  on  or 
before  December  31, 1921,  at  not  less  than  95  per  cent  of  face  value,  plus 
accrued  interest,  $150,000  of  series  **D"  ten-year  collateral  trust  8  per 
cent  gold  bonds,  and  to  use  the  proceeds  to  reimburse  its  treasury,  and 
after  such  reimbursement,  to  pay  current  liabilities  reported  in  the  third 
supplemental  application  in  Application  No.  6306. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  payment  of  the  $150,000  of  series  *  *  D ' '  ten-year  collateral  trust 
bonds  herein  authorized  may  be  secured  by  the  deposit  of  $196,900  of 
applicant's  5|  per  cent  first  mortgage  bonds.  As  the  ten-year  collateral 
trust  bonds  are  redeemed,  a  proper  proportion  of  applicant's  first 
mortgage  bonds  deposited  as  collateral  shall  be  returned  to  applicant 
and  thereafter  not  disposed  of  in  any  manner  whatsoever,  except  as 
authorized  by  the  Railroad  Commission. 

2.  The  authority  herein  granted  to  issue  bonds  will  not  become 
effective  until  applicant  has  paid  the  fee  prescribed  by  the  Public 
Utilities  Act. 

3.  Southern  Counties  Gas  Company  of  California  shall  keep  such 
record  of  the  issue  and  sale  of  the  bonds  herein  authorized  and  of  the 
disposition  of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the 
twenty -fifth  day  of  each  month,  a  verified  report  as  required  by  th(; 
Railroad  Commission 's  General  Order  No.  24,  which  order,  in  so  far  as 
applicable,  is  made  a  part  of  this  order. 

The  foregoing  order  is  hereby  approved  and  ordered  filed  as  the  third 
supplemental  order  of  the  Railroad  Commission  of  the  State  of 
California. 

Dated  at  San  Francisco,  California,  this  third  day  of  June,  1921. 


Declsion  No.  9054. 

IX  THE  MAT^rER  OF  THE  APPLICATION  OF  CENTRAL  COUNTIES  GAS 
COMPANY  FOR  AN  ORDER  ACTnORIZING  THE  ISSITE  AND  SALE 
OF  ONE  HUNDRED  FIFTY  THOT'SAND  DOLLARS  OF  SEVEN  PER 
CENT  DEBENTURE  NOTES. 


Application  No.  6827. 
Decided  June  4,  1921. 


F,  W,  Hunter  and  John  E.  Jardine,  for  Applicant. 

B  BUN  DICE,  Commissioner. 

OPINION. 

Central  Counties  Gas  Company  asks  permission  to  issue  and  sell  at 
not  less  than  92  per  cent  of  their  face  value  and  accrued  interest, 
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$150,000  of  debenture  notes  and  use  tlie  proceeds  to  pay  for  the  acquisi- 
tion and  eonstruetion  of  properties  and  the  payment  of  notes  issued  to 
aeciuire  and  construct  properties. 

The  debenture  notes  are  to  be  issued  under  a  trust  agreement  and 
their  payment  secured 'by  the  deposit  of  first  mortgage  bonds.  The 
company  has  not  yet  filed  a  copy  of  the  trust  agreement,  nor  did  it  in 
this  application  ask  permission  to  issue  the  first  mortgage  bonds  which 
are  to  be  deposited  with  the  trustee  under  the  trust  agreement.  The 
order  herein  will  provide  that  none  of  the  debenture  notes  can  be 
delivered  until  the  ('ommission  has  authorized  the  company  to  execute 
a  trust  agreement. 

The  issue  and  deposit  of  first  mortgage  bonds  will  be  conTiidc^red  by 
the  (Commission  after  applicant  has  filed  with  the  Conmiission  an 
application  for  permission  to  issue  and  deposit  such  bonds. 

The  debenture  notes  which  applicant  asks  permission  to  issue  and  sell 
are  to  be  dated  July  1,  1921,  and  mature  serially ;  $30,000  are  to  mature 
July  1,  1924;  $30,000  on  July  1,  1925;  $30,000  on  July  1,  1926,  and 
$60,000  on  July  1,  1927. 

As  of  March  31,  1921,  applicant  reports  $103,505  of  common  stock 
and  $300,000  of  its  first  mortgage  bonds  outstanding.  The  company's 
notes  payable  are  reported  at  $31,450  and  its  accounts  payable  at 
$32,601.23. 

F.  W.  Hunter,  applicant's  viee  president,  testified  that  neither 
applicant's  production  nor  transmission  and  distribution  systems  are 
sufficient  to  enable  it  to  give  adequate  and  satisfactory  service.  Appli- 
cant intends  to  use  the  proceeds  from  the  sale  of  the  debentures  for 
the  following  purposes: 

Construction   and   completion   of  a  2(X>,€00  cubic  fopt  gas  holder, 

Visalia    plant    1 .$81),0O0  00 

Construction   and   (completion   of   a   now  oil   pas  generator,    Visalia 

plant    25,000  00 

Purchase   and   installation   of  approximately    10,'MX)   lineal   feet   of 

5-inch    transmission    line    10,4.5(>  00 

Purchase   and    installation    of   approximately    5.000    lineal    feet    of 

C-iuch   distribution    main    (i,S75  00 

l*urehase  of  site,  and  purchase  and  inslallatitm  of  storage  tanks  in 

the  city  of  Tulare 10,.510  00 

Purchase  and  installation  of  approximately  500  new  services  includ- 
ing   meters,    regulators,    etc 10.2.50  00 

Refunding    sixty-day    7    per    cent    note    for    ten    thousand    dollars 

(.«10,000)  in  favor  of  TjOs  Angeles  Trust  and  Savings  Hank 10,0lM)  00 

Uefunding  one-day  7  per  cent  note  for  nine  thousand  six  hundred 

dollars   (.$9,600)    in  favor  of  Wm.  U.  Staats  Company 0,000  00 

F.  W.  Hunter  testified  that  in  his  opinion  the  expenditure  of  the 
proceeds  from  the  sale  of  debenture  notes  should  increase  applicant's 
net  earnings  from  $25,000  to  $29,000  per  annum.  The  Commission  in 
a  former  decision    (Decision  No.   7753)    called  attention   to   certain 
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improvements  which  should  be  made  by  applicant  in  order  to  enable 
it  to  give  more  adequate  service  and  bring  about  a  more  economical 
operation  of  applicant's  plants.  The  record  in  this  proceeding  shows 
that  all  of  the  improvements  suggested  by  the  Commission  are  included 
in  applicant's  proposed  construction  program  and  will  be  financed 
through  the  sale  of  the  debenture  notes. 

I  herewith  submit  the  following:  form  of  order : 

ORDER. 

Central  Counties  Gas  Company  having  applied  to  the  Railroad  Com- 
mission for  permission  to  issue  $150,000  face  value  of  7  per  cent  serial 
debenture  notes,  a  public  hearing  having  been  held,  and  the  Commis- 
sion being  of  the  opinion  that  the  money,  property  or  labor  to  be  pro- 
cured or  paid  for  by  such  issue  is  reasonably  required  for  the  purpose 
or  purposes  specified  in  this  order  and  that  the  expenditures  for  such 
purpose  or  purposes  are  not  in  whole  or  in  part  reasonably  chargeable 
to  operating  expenst^  or  to  income; 

Jt  is  hereby  ordered,  that  Central  ('ounties  (Jas  Company  be  and  it 
is  hereby  authorized  to  issue  and  sell,  fur  cash,  at  not  less  than  92  per 
cent  of  their  face  value  and  accrued  interest,  $150,000  of  its  7  per  cent 
debenture  notes,  provided  that  none  of  the  notes  be  delivered  until 
the  Commission  by  supplemental  order  has  authorized  applicant  to 
execute  a  trust  agreement  under  which  the  notes  may  and  will  be 
certified  and  issued. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  l^pon  receiving  an  order  from  this  Commission  authorizing  it  to 
execute  a  trust  agreement  and  after  the  execution  of  such  an  agreement, 
applicant  may  use  the  proceeds  obtained  from  the  sale  of  the  debenture 
notes  for  the  following  purposes : 

Construction  and  complotion   of  a  200,000  cubic   fi»et   gaa  holder, 

Visalia    plant    $39,000  00 

Construction   and  completion   of  a   new   oil   gas  «j«»nfrator,    Visalia 

plant    25,000  00 

Purchase   and   installation   of  approximately  10,0<K>   lineal    feet   of 

5-inch    transmission    lino    lO^^iO  00 

Purcba.se   and   installation    of   approximately   .^»,000   lineal    feet    of 

6-inch   distribution    main    0,875  00 

Purchase  of  site,  and  purchase  and  installation  of  storage  ranks  in 

city   of  Tulare   10,510  00 

Purchase  and  installation  of  approximately  r><M)  new  services  includ- 

infir  meters,   regulators,   etc 19,250  00 

Refunding    sixty-day    7    ptr    cent    note    for    ten    thousand    dollars 

($10,000)  in  favor  of  Ivos  Angeles  Trust  and  Savings  Rank___^     10,000  00 
Refunding  one-day  7  per  cent  note  for  nine  thousand  six  hundred 

dollars  ($9,600)   in  favor  of  Wm.  R.  Staats  Company 9,600  00 
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2.  Any  proceeds  not  expended  for  the  foregoing  purposes  may  be 
expended  only  for  such  purposes  as  the  Commission  may  hereafter 
authorize. 

3.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  by  the  Public  Utilities  Act. 

4.  Central  Counties  Gas  Company  shall  keep  such  record  of  the  issue 
and  sale  of  the  debenture  notes  herein  authorized  and  of  the  disposition 
of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty-fifth 
day  of  each  month,  a  verified  report  as  required  by  the  Railroad  Com- 
mission's General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is 
made  a  part  of  this  order. 

5.  The  authority  herein  granted  will  apply  only  to  such  debenture 
notes  as  may  be  issued,  sold  and  delivered  on  or  before  November  15, 
1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  June,  1921. 


Decision  No.  9065. 

A.    B.    WATSON,    TUAXSA(rnX(i    HUSIMOSS    INDKlt    THE    XAMK    AND 

ST\L10  OF  C^IOWX  STA(iE, 

VS. 

WHITE   BUS    LINE,    A    COKPO RATION,    O.    U.    FULLEU.    TUANSACTING 

Bl'SlNESS    TENDER    THE    NAME    AND    STYLE    OF    WHITE    STAGE 

LINE,  AND  O.  U.  FULLER. 


Case  No.  1442. 
Decided  June  7,  1921. 


Ordered  that  defendants  desist  operating  as  a  transportation  company  between 
the  termini  of  Santa  Ana  and  Anaheim  and  intermediate  points. 

Held — That  the  Commission  has  jurisdiction  to  entertain  the  complaint,  under 
article  XII,  section  22.  of  the  Constitution.  Western  Association,  etc.,  R.  R.  vs. 
Railroad  Commission,  173  Cal.  802. 

Held — The  only  basis  for  any  distinction  between  transportation  companies 
operating  prior  to  May  1,  1917,  and  those  which  commenced  subsequent  to  tliat  time 
is  tho  manner  of  creation  of  their  opv^rative  rights.  The  act,  in  effect,  declared  that 
such  operations  as  were  actually  being  carried  on  in  good  faith  on  May  1,  11>17, 
would  be  recognized  a.s  a  lawful  right  to  be  exercised  by  the  person  or  corporation 
then  in  the  enjoyment  of  them.  Every  subsequent  deviation  or  change  in  such 
operations  must  be  under  the  approval  and  authorization  of  the  Railroad  (.'ommission. 

livid-  Fundamentally  and  in  the  absence  of  statutory  restriction,  the  right  to 
ojK'rate  as  a  public  utility  is  measured  by  the  extent  of  the  undertaking.  Under 
regulation  the  right  to  operate  is  coextensive  with  the  duty  to  render  service  in 
the  field  undertaken. 

Douglas  Brookman,  Clyde  Bishop  and  L.  A.  Lewis^  for  Complainant. 
H.  W.  Kiddf  Harry  A.  Encell  and  .4.  J.  Verhcyen,  for  Defendants. 

By  the  Commission. 
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OPINION. 

This  is  a  complaint  by  an  auto  stage  company  against  alleged 
unauthorized  operations  of  a  rival  concern  between  the  cities  of  Los 
Angeles  and  Santa  Ana. 

Public  hearings  were  held  in  the  city  of  Los  Angeles  on  July  12  and 
19,  1920,  before  Examiner  Gordon.  Thereafter  briefs  were  filed,  the 
matter  was  submitted,  and  is  now  ready  for  decision. 

Complainant,  operating  under  the  name  of  Crown  Stage,  runs  a  stage 
line  between  Santa  Ana  and  Los  Angeles.  Ilis  operative  rights,  as  to 
that  portion  of  the  line  between  Santa  Ana  and  Anaheim,  are  by  virtue 
of  operations  commenced  by  him  prior  to  May  1,  1917,  and  as  to  the 
portion  of  the  route  between  Anaheim  and  Los  Angeles  is,  by  purchase, 
under  the  authorization  of  the  Commission's  Decision  No.  7143,  of  the 
operative  rights  of  the  Valley  Stage  Line  as  the  same  had  been  conducted 
by  one  F.  B.  Ogden  since  a  time  prior  to  May  1,  1917.  The  defendant 
is  the  successor  in  interest  in  the  operative  rights  of  the  A.  E.  G.  Bus 
Company,  which  began  operations  prior  to  May  1,  1917,  between  Los 
Angeles  and  San  Diego  over  a  route  passing  through  Anaheim  and 
Santa  Ana. 

It  is  contended  by  complainant  that  the  defendant  holds  an  operative 
right  for  the  through  service  between  Los  Angeles  and  San  Diego,  and 
also  an  operative  right  for  a  h)cal  service  between  Los  Angeles  and 
Anaheim;  that  no  operative  right  has  ever  been  acquired  by  the 
defendant,  either  by  virtue  of  operations  prior  to  May  1,  1917,  or  by 
certificate  granted  subsequently  by  this  Commission  to  operate  a  local 
service  between  Los  Angeles  and  points  along  its  route  south  and  east 
of  Anaheim  to  and  including  the  city  of  Santa  Ana. 

Three  issues  are  presented : 

First — As  to  whether  or  not  the  Commission  has  jurisdiction  to  enter- 
tain the  complaint,  seeking  as  it  does  to  inquire  into,  define  and  regulate 
an  operative  right  as  such  right  existed  prior  to  May  1,  1917,  and  was, 
therefore,  recognized  under  the  provisions  of  chapter  213,  Statutes  of 
1917. 

Second — Whether  the  defendant  has  an  operative  right  for  any  local 
service  which  it  may  at  any  time  initiate  along  the  line  and  route  covered 
by  its  operative  right  for  a  through  service  between  Los  Angeles  and 
San  Diego.  In  other  words,  does  the  operative  right  for  a  through 
service  by  virtue  of  operations  commenced  prior  to  May  1,  1917,  carry 
with  it  the  right  of  local  operations  along  such  through  route? 

Third — Did  the  defendant,  or  the  defendant's  predecessor  in  interest 
in  fact  operate  in  good  faith  between  the  fixed  termini  of  Anaheim  and 
Santa  Ana,  or  between  Los  Angeles  and  Santa  Ana  on  and  prior  to 
May  1,  1917,  in  such  a  manner  as  to  establish  an  operative  right  under 
the  provisions  of  chapter  213,  Statutes  of  1917? 
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The  Commission  has  jurisdiction  to  entertain  the  complaint.  Prior 
to  the  enactment  of  chapter  213,  Statutes  of  1917,  many  auto  stage  lines 
were  operating  over  highways  of  the  state  as  transportation  companies 
for  the  service  of  the  public.  That  such  transportation  companies  were 
subject  to  regulation  under  the  provisions  of  the  constitution,  article 
XII,  section  22,  was  recognized  by  the  Supreme  Court  in  the  case  of 
Western  Association  etc.  R.  R.  vs.  Railroad  Commission,  173  Cal.  802. 

The  legislature,  in  enacting  chapter  213  of  the  Statutes  of  1917, 
provided  definite  machinery  for  the  regulation  of  this  form  of  utility — 
defined  by  that  act  as  a  ** transportation  company.*'  The  language  of 
section  4  of  this  statute  indicates  no  distinction  between  transportation 
companies  operating  prior  to  May  1,  1917,  and  those  subsequently 
authorized  by  a  certificate  of  public  convenience  and  necessity  in  so  far 
as  regulation  of  operations  is  concerned.  The  only  basis  for  any  dis- 
tinction between  transportation  companies  operating  prior  to  May  1, 
1917,  and  those  which  commenced  subsequent  to  that  time  is  in  the 
manner  of  creation  of  their  operative  rights.  The  act,  in  effect,  declared 
that  such  operations  as  were  actually  being  carried  on  in  good  faith  on 
May  1,  1917,  would  be  recognized  as  a  lawful  right  to  be  exercised  by 
the  person  or  corporation  then  in  the  enjoyment  of  them.  Every  sub- 
sequent deviation  from  or  change  in  such  operations  must  be  under  the 
approval  and  authorization  of  the  regulatory  body,  the  Railroad 
Commission. 

Protection  of  existing  rights  against  the  encroachments  of  unauthor- 
ized operations  is  a  proper  exercise  of  the  regulatory  power.  Public 
Utilities  Commission  vs.  GarvUoch,  181  Pac.  272 ;  P.  U.  R.  1919E,  p.  182 ; 
Oro  Electric  Co.  vs.  Railroad  Comrtmsion,  169  Cal.  466. 

The  complaint  herein  invokes  the  regulatory  power  of  the  Commission 
to  prevent  alleged  illegal  encroachments  by  one  transportation  company 
on  the  operative  rights  of  another.  This  is  a  matter  within  the  Com- 
mission's jurisdiction. 

Strictly  speaking,  a  transportation  company  operating  a  through 
service  in  good  faith  on  and  prior  to  May  1, 1917,  has  no  right  by  reason 
of  such  operation  to  later  initiate  a  local  service  between  intermediate 
points  on  the  route  traversed  in  the  through  service  without  first  obtain- 
ing a  certificate  of  public  convenience  and  necessity  therefor  from  the 
Railroad  Commission.  The  company  would  have  the  right  to  put  on 
the  local  service  to  the  same  extent  only  as  was  its  duty  to  render  it,  and 
this,  in  turn,  would  be  only  to  the  extent  that  the  company  had,  on  and 
prior  to  May  1,  1917,  held  itself  out  to  render  such  local  service  for  the 
public.  Fundamentally  and  in  the  absence  of  statutory  restriction,  the 
right  to  operate  as  a  public  utility  is  measured  by  the  extent  of  the 
undertaking.  Under  regulation,  the  right  to  so  operate  is  coextensive 
with  the  duty  to  render  service  in  the  field  undertaken.    Prior  to  the 
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enactment  of  the  Statute  of  1917  there  was  no  state  regulation  of  the 
operation  of  auto  stages  or,  as  later  designated,  **  transportation  com- 
panies.*' A  stage  company  was  free  to  undertake  any  kind  of  service 
without  legal  restriction  as  to  the  route  or  termini.  By  the  statute  of 
1917  a  definite  limitation  was  placed  on  all  future  proposed  operations. 
Thereafter,  one  proposing  to  undertake  a  new  service  was  required  to 
obtain  a  certificate  of  public  convenience  and  necessity  from  the 
Railroad  Commission. 

As  to  prior  operations,  the  statute  provided : 

But  no  such  certificate  shall  be  required  of  any  transportation  company  as  to 
the  fixed  termini  between  which  or  the  route  over  which  it  is  actually  operatiup 
in  good  faith  on  May  1,  1017.      (Statutes  1917,  chapter  213,  section  5.) 

The  statute  thus  recognized  the  right  of  transportation  companies  to 
continue  the  service  in  effect  on  May  1,  1917.  If,  on  that  date,  such 
company  was  actually  operating  stages  between  two  points  or  over  a 
regular  route  and  in  good  faith  was  holding  itself  out  to  serve  the  public, 
its  operative  rights  would  include  all  features  of  local  service  which  it 
had  undertaken  to  render.  The  Commission  can  not  recognize  as  an 
operative  right  anything  in  excess  of  the  original  undertaking.  If,  upon 
the  assumption  that  such  right  existed,  an  effort  were  made  to  compel 
a  transportation  company  to  render  a  local  service  which  it  had  not  held 
itself  forth  as  ready  to  perform,  such  effort  would  fall  within  the 
constituiional  inhibitions  against  the  taking  of  property  without  just 
compensation.  Atchison^  Topeka  and  Santa  Fe  Ewilway  Co,  vs.  Eaii- 
road  Commissiony  173  Cal.  577. 

There  are  certain  distinctive  features  of  auto  stage  transportation 
which  must  be  recognized  in  applying  regulation  to  this  kind  of  utility. 
In  the  very  nature  of  things  the  type  of  equipment  used,  the  character 
of  highways  traversed,  and  the  class  of  public  sought  to  be  served  pre- 
sent facts  which  might  well  limit  the  nature  and  extent  of  the  under- 
taking. An  auto  stage  company,  in  the  present  state  of  development 
of  that  industry,  might  consistently  limit  its  undertaking  to  through 
service  only  between  two  points,  such  as  Los  Angeles  and  San  Diego. 
It  might  well  be  that  such  service  could  be  carried  on  successfully  only 
by  eliminating  all  or  part  of  the  local  traffic  along  the  through  route. 
In  this  particular,  the  auto  stage  at  the  present  time  is  not  comparable 
with  an  electric  or  steam  railroad.  It  would  not  be  justifiable  to  impute 
to  an  auto  stage  company  the  undertaking  to  serve,  and,  hence,  the  duty 
to  serve  all  local  points  along  a  through  route  merely  by  reason  of  the 
operation  of  the  through  service.  In  this  regard,  the  language  of  the 
statute  for  the  regulation  of  transportation  companies  safeguards  the 
operative  rights  of  such  companies  in  that  these  rights  are  described 
as  ** between  fixed  termini  or  over  a  regular  route."  It  is  thus  possible 
for  transportation  companies  to  define  exactly  the  extent  of  their 
undertaking.    We  believe  it  is  in  the  interest  of  the  sound  regulation 
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and  development  of  the  auto  stage  industry  that  they  should  do  so. 
Application  can  readily  be  made  to  the  Commission  for  authorization 
to  operate  between  fixed  termini  or  over  a  regular  route  in  such  way  as 
to  include  the  right  to  render  local  service  along  such  route.  In  many 
orders  of  this  Commission  certificates  have  been  granted  for  operation 
between  two  named  points  and  ** intermediate  points."  Where  no  such 
qualifying  language  appears  in  the  tariffs  and  schedules  on  file  May  1, 
1917,  and  there  is  no  other  evidence  of  an  original  undertaking  to  render 
local  service,  application  should  be  made  to  the  Commission  for  the 
issuance  of  a  new  certificate  or  modification  of  any  existing  certificate 
SO  as  to  permit  the  local  service  which  public  convenience  and  necessity 
demand.  The  best  evidence  of  what  a  transportation  company,  oper- 
ating in  good  faith  on  May  1,  1917,  had  undertaken  to  furnish  by  way 
of  service  to  the  public,  is  the  showing  of  the  actual  operations  of  its 
stages,  together  with  its  published  tariffs  and  time  schedules,  indicating 
the  points  proposed  to  be  served. 

The  evidence  in  this  case  fails  to  show  that  the  A.  R.  G.  Bus  Company, 
predecessor  in  interest  of  the  defendant  transportation  company, 
actually  operated  a  local  service  between  Santa  Ana  and  Anaheim  prior 
to  ]\Iny  1,  1917.  Neither  do  the  published  tariffs  and  time  schedules  of 
that  company  in  effect  on  May  1,  1917,  indicate  that  Santa  Ana  was  a 
local  stop  to  be  served  on  the  through  line  between  Los  Angeles  and 
San  Diego.  On  the  contrary,  there  was  affirmative  evidence  to  show 
that  the  defendant's  predecessor  in  interest  did  not  originally  on  and 
prior  to  May  1, 1917,  undertake  to  render  local  service  between  Anaheim 
and  Santa  Ana.  On  May  4,  1918,  Mr.  E.  S.  Goode,  principal  owner 
and  general  manager  of  the  A.  R.  G.  Bus  Company,  executed  a  written 
agreement  in  the  name  of  that  company  not  to  **  apply  to  the  Railroad 
Commission  for  permission  to  handle  any  local  traffic  between  Anaheim 
and  Santa  Ana  or  intermediate  points."  This  agreement  indicates  that 
after  a  full  year  of  operating  the  A.  R.  G.  Bus  Company  was  not  holding 
itself  out  to  the  public  to  render  local  service  between  Anaheim  and 
Santa  Ana  and  intermediate  points. 

The  evidence  in  this  case  does  not  show  that  on  May  1,  1917,  the 
defendant  transportation  company,  or  its  predecessor  in  interest,  was, 
in  good  faith,  operating  or  holding  itself  out  to  operate  a  local  service 
between  Santa  Ana  and  Anaheim.  No  certificate  of  public  convenience 
and  necessity  has  subsequently  been  issued  by  this  Commission  under 
which  defendant  might  claim  an  operative  right  for  such  local  service. 
We,  therefore,  conclude  that  the  operations  of  the  defendant  transporta- 
tion company  between  Santa  Ana  and  Anaheim  and  intermediate  points 
complained  of  in  this  proceeding  are  unauthorized  and  in  violation  of 
the  provisions  of  chapter  213,  Statutes  of  1917,  as  amended. 
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ORDER. 

Complaint  having  been  made  concerning  the  alleged  unlawful  opera- 
tions between  the  cities  of  Santa  Ana  and  Anaheim  and  intermediate 
points  by  the  defendants,  White  Bus  Line,  a  corporation,  0.  R.  Fuller, 
transacting  business  under  the  name  and  style  of  White  Stage  Line, 
and  0.  R.  Fuller,  and  said  defendants  and  their  successor  in  interest. 
Motor  Transit  Company,  a  corporation,  having  appeared  in  answer 
thereto,  and  public  hearings  having  been  held  and  the  matter  submitted, 
and  the  Commission  having  made  its  findings  of  fact  as  indicated  by 
the  foregoing  opinion,  and  determined  that  the  operations  by  said 
defendants,  and  each  of  them,  as  a  transportation  company,  between  the 
termini  of  Santa  Ana  and  Anaheim  are  unauthorized  and  in  violation 
of  law ; 

It  is  hereby  ordered,  that  the  said  defendants,  and  each  of  them, 
forthwith  desist  operating  as  a  transportation  company  for  the  trans- 
portation of  persons  or  property  for  compensation  between  the  termini 
of  Santa  Ana  and  Anaheim  and  intermediate  points. 

Dated  at  San  Francisco,  California,  this  seventh  day  of  June,  1921. 


Decision  No.  9066. 

IN  TIIK  MATTER  OF  THE  AITLKWTION  OF  PORT  (^OSTA  WATER 
COMPANY  FOR  AUTHORITY  TO  ISSI  E  INTERIM  CERTIFICATES 
TO  THE  AMOUNT  OF  ONE  HUNDRED  TWENTY-FIVE  THOUSAND 
DOLK\RS;  PROVIDING  FOR  EX(^HANGE  OF  FIRST  AND  REFUND- 
ING EIGHT  PER  CENT  GOLD  BONDS  TO  A  LIKE  FACE  A.MOUNT. 


Application  No.  6862. 
Decided  June  8,  1921. 


/ared  Hotr,  for  Applicant. 
Benedict,   VommUiHioner, 

OPINION. 

Port  Costa  Water  Company  asks  permission  to  execute  a  first  and 
refunding  mortgage  to  secure  the  payment  of  an  authorized  issue  of 
$1,000,000  of  bonds;  to  issue  and  sell  at  not  less  than  94^  per  cent  and 
accrued  interest  $125,000  of  said  bonds,  and  use  the  proceeds  to  pay 
bills  and  accounts  payable  incurred  in  connection  with  the  construction 
of  additions  and  betterments  to  its  property.  Pending  the  delivery  of 
the  bonds,  applicant  asks  permission  to  issue  and  sell  interim  certificates 
exchangeable  for  bonds. 

Applicant  has  not  filed  a  copy  of  its  proposed  first  and  refunding 
mortgage.  The  authority  herein  granted  to  issue  and  sell  bonds  will 
not  become  effective  until  the  Commission  has  authorized  applicant  to 
execute  a  mortgage  securing  the  payment  of  the  bonds. 


Digitized  by 


Google 


24  CALIPOBNIA   RAILROAD   COMMISSION   DECISIONS. 

On  July  27,  1917,  the  Commission  authorized  Port  Costa  Water 
Company  to  join  with  Port  Costa  Development  Company  and  Mount 
Diablo  Development  (Company  in  the  issue  of  a  $385,000  note  secured 
by  mortgage  on  the  properties  of  the  three  companies.    On  December  31, 

1919,  the  Commission  authorized  applicant  to  join  with  the  two  com- 
panies mentioned  in  the  issue  of  a  $100,000  note  secured  by  a  mortgage 
on  the  properties  of  the  three  companies.  The  two  notes  are  the  joint 
and  several  obligations  of  the  three  companies.  The  testimony  shows 
that  there  is  now  due  on  the  two  notes  approximately  $433,000. 
Applicant  reports  that  arrangements  have  been  made  whereby  it  will 
assume  the  payment  of  $300,000  of  the  $433,000,  and  that  by  such 
assumption  it  will  be  relieved  of  any  further  liability  on  the  two  notes. 
The  notes  are  held  by  the  San  Francisco  Savings  and  Loan  Society, 
which,  according  to  the  testimony,  has  expressed  a  willingness  to  an 
extension  of  the  maturity  df  the  notes.  The  matter  of  extending  the 
maturity  of  the  notes  and  any  modifications  of  the  mortgages  securing 
the  payment  of  the  notes,  should  be  hereafter  taken  up  with  the 
Commission. 

The  other  indebtedness  of  applicant  is  reported  as  follows : 

Xc-tHS    pawvabli-    $:r»,4H>l»  00 

Due   (ieo.  \V.   McNear,   lncorporat(Ml 82.S07  97 

Due  G.    W.   McNear  14,ri00  00 

It  is  for  tlie  purpose  of  refunding  part  of  this  indebtedness  that 
applicant  asks  permission  to  issue  and  sell  $125,000  of  8  per  cent  serial 
bonds.  Of  the  bonds,  $15,000  mature  on  May  1,  1922;  $20,000  on 
May  1,  1923;  $25,000  on  May  1,  1924;  $30,000  on  May  1,  1925,  and 
$35,000  on  May  1,  1926. 

The  Railroad  Commission,  by  Decision  No.  8238,  dated  October  15, 

1920,  readjusted  applicant's  rates,  and  in  so  doing  used  a  rate  base  of 
$650,000.  The  rates  fixed  by  the  Commission  in  Decision  No.  8238  are 
intended  to  yield  an  8  per  cent  return  on  the  rate  base  of  $650,000. 
The  testimony  shows  that  applicant's  earnings  will  be  sufficient  to 
enable  it  to  pay  the  interest  on  the  bonds  which  it  asks  permission  to 
issue. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Port  Costa  Water  ("ompany  having  a.sked  permission  to  execute  a 
mortgage  and  issue  and  sell  $125,000  of  bonds,  and  pending  the  delivery 
of  the  bonds,  issue  and  sell  interim  certificates  of  a  like  amount;  a 
public  hearinir  having  been  held  and  the  Commission  being  of  the 
opinion  that  the  money,  property  or  labor  to  be  procured  or  paid  for 
by  such  issue  is  reasonably  required  for  the  purpose  or  purposes  speci- 
fied in  this  order,  and  that  the  expenditures  for  such  purpose  or  pur- 
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poses  are  not  in  whole  or  in  part  reasonably  chargeable  to  operating 
expenses  or  to  income; 

It  is  hereby  orderedy  that  Port  Costa  Water  Company  be  and  it  is 
hereby  authorized  to  issue  and  sell,  for  cash,  at  not  less  than  94J  per 
cent  and  accrued  interest  $125,000  of  first  and  refunding  mortgage 
8  per  cent  gold  bonds;  pending  the  issue  and  delivery  of  such  bonds, 
Port  Costa  Water  Company  is  hereby  authorized  to  issue,  sell  and 
deliver  at  not  less  than  94J  per  cent  and  accrued  interest  $125,000  of 
interim  certificates  exchangeable  for  first  and  refunding  mortgage 
8  per  cent  gold  bonds. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  None  of  the  bonds  herein  authorized  to  be  issued  shall  be  delivered 
until  the  Commission  by  supplemental  order  has  authorized  applicant 
to  execute  a  first  and  refunding  mortgage  securing  the  payment  of  the 
bonds. 

2.  All  proceeds  realized  from  the  sale  of  the  bonds  or  interim  certifi- 
cates, shall  be  depasited  with  the  Bank  of  California,  National  Associa- 
tion, trustee,  and  not  expended  until  the  Commission  has  authorized 
applicant  to  execute  a  first  and  refunding  mortgage, 

3.  Upon  receiving  authority  from  the  Commission  to  execute  a  first 
and  refunding  mortgage,  the  proceeds  from  the  sale  of  the  })onds  may 
be  used  to  pay  or  refund,  in  so  far  as  possible,  the  notes  and  accounts 
payable,  set  forth  in  Exhibit  **A''  filed  in  this  proceeding. 

4.  Port  Costa  Water  Company  shall  keep  such  record  of  the  issue  and 
sale  of  the  bonds  and  interim  certificates  herein  authorized  and  of  the 
disposition  of  the  proceeds  as  will  enable  it  to  file,  on  or  before  thb 
twenty-fifth  day  of  each  month,  a  verified  report  as  required  by  the 
Eailroad  Commission's  General  Order  No.  24,  which  order,  in  so  far 
as  applicable,  is  made  a  part  of  this  order. 

5.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  the  Pu})lic  Utilities  Act. 

6.  The  authority  herein  granted  will  apply  only  to  such  bonds  and 
interim  certificates  as  may  be  issued,  sold  or  delivered  on  or  before 
October  1,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  June,  1921. 
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Decision  No.  9073. 

BENJAMIN  TONINI 

VS. 

D.  S.  ROZA. 


Case  No.  1542. 
Decided  June  9,  1921. 


^\    V.   Wright,   for  Complainant. 
3/.  .4.  FitzgerahU  tor  Defondiint. 

By  the  Commission. 

OPINION. 

The  complaint  alleges  that  defendant,  during  two  months,  Decem- 
ber 26,  1920,  to  February  26,  1921,  was  irregular  in  operating  his  stage 
lime  between  San  Luis  Obispo  and  Cambria,  and  that  on  certain  dates 
in  February,  1921,  he  did  not  run  at  all.  The  answer  denies  these 
allegations. 

A  public  hearing  of  the  case  was  held  by  Examiner  Westover  at 
San  Luis  Obispo. 

It  appears  from  the  complaint  and  the  testimony  at  the  hearing  that 
at  times  during  the  rainy  season  it  was  almost  impossible  to  operate 
because  of  weather  and  road  conditions.  However,  defendant  seems  to 
have  made  every  scheduled  trip  except  one,  either  with  his  regular 
stage  or  with  hired  vehicles.  On  several  occasions  his  stage  was  in  the 
garage  for  repairs  and  he  employed  others  who  made  the  trips  for 
him.  On  the  one  occasion  when  the  scheduled  trip  was  not  made,  the 
weather  and  roads  were  very  bad,  and  he  explained  to  a  man  and 
wife,  who  were  prospective  passengers,  that  it  was  doubtful  if  they 
could  get  through,  but  that  he  would  take  them  through  if  possible, 
but  they  decided  to  wait  and  he  took  them  the  following  day.  On  some 
occasions,  when  roads  were  very  bad  and  he  was  very  late  on  his  west- 
bound trip,  he  telephoned  from  Cayucos  and  hired  a  car  to  bring 
passengers  from  Cambria  and  take  passengers  from  Cayucos.  This 
was  in  an  effort  to  maintain  regular  schedule  between  Cayucos  and 
San  Luis  Obispo,  better  than  could  be  done  by  operating  the  regular 
stage  through. 

ORDER. 

A  public  hearing  having  been  held  in  the  above  entitled  case,  the 
nuUtor  being  submitted  and  ready  for  decision ; 

It  is  hereby  ordered,  that  the  complaint  be  and  it  is  hereby  dismissed. 

Dated  at  San  Francisco,  California,  this  ninth  day  of  June,  1921. 
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Decision  No.  9074. 

IX  THE  MATFER  OF  THE  APPLK  ATION  OF  HOXIE  AM)  TILLMAN  OF 
SnsrX,    SOLANO   COINTY,   to    increase   WAREHOrSE   RA'J^ES. 


Application  No.  6559. 
Decided  June  9, 1921. 


/.*.    U'.  J>(jhhin.%  for  Applicant. 
Ky  the  Commission. 

OPINION. 

Applicant  herein  is  a  copartnership  operating  three  public  warehouses 
in  the  town  of  Suisun.  Two  of  the  warehouses  are  used  for  storing  hay, 
and  have  a  combined  capacity  of  1000  tons ;  the  third  is  a  grain  ware- 
house with  an  approximate  c^ipacity  of  1200  tons.  All  are  located  on 
Suisun  Slough  and  have  tidewater  connections  through  which  almost 
the  entire  tonnage  stored  reaches  outside  markets.  There  is  no  direct 
rail  connection  with  applicant's  warehouses.  The  grain  w^arehouse  is 
of  stone  construction,  and  the  hay  warehoast^s  are  of  wood  each  having 
corrugated  iron  roof  and  wood  floor.  Applicant  estimates  the  value  of 
the  entire  property  at  $15,000,  for  which  it  pays  an  average  annual 
rental  of  $700. 

The  present  rates  and  rates  which  applicant  desires  to  establish  arc  as 
follows : 

Present  rate  Proposed  rate 

Hay  por  ton.   per  f^eason $1  00  $1  HO 

(rmin  por  ton,  per  season 1  00  1  50 

Wool    per    baj?,    per   season 25  1.%  per  month 

The  above  rates  on  hay  and  grain  cover  all  customary  warehouse 
service  and  in  addition,  the  labor  of  loading  to  craft  when  these  com- 
modities are  delivered  for  shipment.  The  existing  season  rate  on  wool 
is  equal  to  2^  cents  per  l)ag  per  month,  an  obviously  inadequate  charge, 
but  a  nominal  tonnage  only  is  handled,  the  entire  cash  receipts  for  1920 
being  $19.88. 

A  hearing  on  the  application  was  held  at  Suisun  by  Examiner 
Satterwhite,  the  testimony  showing  that  in  June,  1920,  applicant  took 
over  the  warehouse  business  of  Ililborn  Brothers,  whose  rate  schedules 
were  adopted  at  that  time.  Ililborn  Brothers  operated  the  warehouses 
as  an  incident  to  their  farming  interests  and,  according  to  applicant, 
did  not  attempt  to  make  the  utility  self  supporting,  as  is  evidenced  by 
the  low  rates  maintained.  During  the  year  applicant  has  been  in 
control,  $5  per  day  has  been  paid  for  warehouse  labor,  but  the  future 
labor  situation  at  Suisun  is  uncertain.  In  further  support  of  its  request, 
applicant  submitted  the  following  operating  statement  for  the  year 
ending  May  31,  1921 : 

Rrc.ipt.s     __    .$1,802  .*5S 

Expenses — 

Labor    $1,725  00 

License    30  00 

Rent    700  00    2,455  50 

Deficit   O4gife^^JDy-C$t062  62 
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Under  the  proposed  increases  against  which  no  protest  was  made,  the 
additional  annual  revenue  accruing,  on  the  basis  of  tonnage  handled 
last  year,  would  be  approximately  $685,  an  amount  still  inadequate 
unless  operating  expenses  can  be  considerably  reduced. 

In  view  of  the  foregoing  statements,  and  with  special  reference  both 
to  the  low  rates  in  effect  and  the  deficit  resulting  from  the  operation  of 
this  property  for  the  past  year,  it  is  our  conclusion  that  the  increased 
rates  requested  have  been  justified  and  should  be  authorized. 

ORDER. 

Hoxie  and  Tillman,  a  copartnership,  having  applied  to  this  Commission 
for  authority  to  increase  warehouse  rates,  a  hearing  having  been  held 
thereon  and  the  matter  having  been  submitted. 

It  is  hereby  found  as  a  fact  that  the  increased  rates  requested  in  the 
application  are  just  and  reasonable,  and  that  the  existing  rates  are 
unjust  and  noncompensatory. 

Basing  this  order  upon  the  foregoing  statement  of  fact  and  other  facts 
covered  by  the  testimony  and  exhibits  in  this  proceeding; 

It  is  hereby  ordered,  by  the  Railroad  Commission  of  the  State  of 

California,  that  Hoxie  and  Tillman,  a  copartnership,  be  and  the  same 

is  hereby  authorized  to  publish  and  file  within  twenty  (20)  days  and 

thereafter  collect  the  following  rates  for  the  service  indicated : 

For  storinj;  and  handling  grain,  per  season $1  tiO  ppr  ton 

For  storing  and  handling  hay,  per  season 1  r>0  ix^r  ton 

For  storing  and  handling  wool  in  bags,  per  month 15  per  bag 

Dated  at  San  Francisco,  California,  this  ninth  day  of  June,  1921. 


Decision  No.  9076. 

IN  TIIK  MAin^ER  OF  THE  INSTALLATION  OF  SAFETY  SIGNALS  AT 
GRADE  CROSSINGS  WITHIN  THE  CITY  LIMITS  OF  LINDSAY, 
TULARE   COUNTY. 


Case  No.  1472. 
Decided  June  9,  1921. 


('.  W.  liraHtrcU,  for  City  of  Lindsay. 

.1.  ./.  Uoirr,  for  Lindsay  (Chamber  of  C^ommerce. 

Frank  B.  Austin,  for  Southern  Pacific  Company. 

By  the  Commission. 

OPINION  ON   REHEARING. 

This  prooeedinc:  was  originally  initiated  by  the  Commission  on  its 
own  motion,  as  a  result  of  several  informal  complaints  registered  by 
the  board  of  trustees  of  Lindsay  and  several  citizens  in  regard  to  the 
dangerous  conditions  at  the  grade  crossings  of  the  several  streets  in 
Lindsay  over  the  tracks  of  the  Southern  Pacific  Company. 
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By  its  Decision  No.  8598  therein,  dated  January  26,  1921,  the 
Commission  ordered  that  the  Southern  Pacific  Company  install  auto- 
matic flagmen  at  its  crassings  of  Eucalyptus  avenue,  Ilermosa  street, 
Honolulu  street  and  Lewis  street,  all  of  which  were  to  be  paid  for  by 
the  Southern  Pacific  Company,  except  the  one  at  Lewis  street,  which, 
having  been  opened  at  the  request  of  the  city  under  Decision  No.  2320, 
was  to  be  paid  for  by  the  city  of  Lindsay.  It  was  also  ordered  that 
Hermosa  street  be  further  protected  by  a  human  flagman  from  Novem- 
ber 15  to  January  15,  and  from  March  15  to  July  15  of  each  year,  at 
the  expense  of  the  Southern  Pacific  Company. 

Subsequently,  the  Southern  Pacific  Company  filed  its  petition  for 
rehearing  upon  the  ground  that  no  necessity  was  shown  for  the  installa- 
tion of  a  wig-wag  signal  at  Honolulu  street ;  that  the  installation  of 
wig-wag  signals  at  both  Honolulu  and  Hermosa  streets  would  increase 
the  hazard  rather  than  diminish  it ;  and  that  there  is  no  need  for  the 
maintenance  of  a  human  flagman  at  Hermosa  street  during  all  of  the 
period  mentioned  in  the  Commission's  order.  The  city  also  advised  the 
Commission,  informally,  that  it  wanted  to  offer  testimony  on  the  ques- 
tion whether  the  Lewis  street  protection  should  be  paid  for  by  the  city 
or  the  company. 

Therefore,  the  Commission  granted  a  rehearing  which  was  held  at 
Lindsay  before  Examiner  Westover. 

It  appears  from  the  testimony  at  the  latter  hearing  that  the  Lewis 
street  crossing,  as  now  constructed,  is  in  reality  a  relocation  of  a  cross- 
ing of  a  roadway  in  use  prior  to  the  construction  of  the  railroad  and 
that  the  necessary  authority  for  the  relocation  contained  in  the  Com- 
mission's Decision  No.  2320,  above  referred  to,  was  obtained  by  the 
city  in  pursuance  of  the  terms  of  a  grant  of  easement  by  the  railroad 
company  for  the  new  location  of  the  street. 

Tabulations  of  traffic  counts  made  at  Lewis  street,  Honolulu  street, 
Hermosa  street  and  Eucalyptus  avenue,  all  east  and  west  streets,  and 
being  all  of  the  railroad  crossings  in  Lindsay  named  in  the  order  of 
their  location  from  south  to  north,  show  the  following: 


street 


Time  taken 


Lewis  Street,  April  6,  1921 __. 

Honolulu  street,  May  4,  1921 

Hermosa  street,  April  5,  1921 

Eucalyptus  avenue,  April  6,  1921 


7.30  a.m.  to  6.30  p.m. 
7.30  a.m.  to  5.00  p.m. 
7.30  a.m.  to  6.30  p.m. 
7.30  a.m.  to  6.30  p.m. 


117 

44 

18 

341 

997 

111  20  1  360  1 

1,231 

146 

35 

1,110 

46 

33 

« 

92 

403 

491 

1,291 

179 


The  testimony  indicates  that  the  traffic  over  the  crossings  at  Lewis 
street,   Honolulu  street  and   Hermosa  street   would   be   considerably 
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increased  during  the  busy  fruit  shippinsr  season  in  May,  June,  Novem- 
ber and  December  of  each  year. 

The  Hermosa  street  cnissinj?  has  the  heaviest  traffic,  due  to  the  fact 
that  this  street  is  the  outlet  to  the  .county  highway  to  Tulare,  and 
because  two  schools  are  located  on  this  street.  Honolulu  street  is  the 
principal  business  street  of  Lindsay  and  is  located  %0  feet  southerly 
from  Ilermosa  street.  Sweet  Brier  avenue  and  Mount  Vernon  avenue 
are  paved  streets  extending  north  and  south  on  the  east  and  west  sides, 
respectively,  of  the  Southern  Pacific  Company's  right  of  way  and 
adjacent  to  it,  and  both  provide  thoroughfares  between  Ilermosa  street 
and  Honolulu  street. 

The  city  of  Lindsay  represented  that  although  Honolulu  street  is 
the  principal  business  street  of  the  city,  it  would  be  im[)racticable  to 
divert  the  traffic  from  the  Hermosa  street  crossing  to  the  Honolulu 
street  crossing,  for  the  reason  that  two  important  schools,  many  garages, 
gasoline  filling  stations  and  other  business  establishments  arc  located 
on  Hermosa  street,  and  also  for  the  reason  that  during  the  busy  fruit 
season  Mount  Vernon  avenue  is  seriously  congested  by  trucks  delivering 
produce  to  packing  liouses  located  on  tliat  street  between  Hermosa 
street  and  Lewis  street.  Th(»  evidence  does  not,  however,  show  that  it 
W'Ould  ])e  impracticabh*  to  divert  tKd  major  portion  of  the  traffic  from 
the  Honolulu  street  crossing  to  the  Lermosa  street  crossing. 

The  evidence  also  indicates  that  throughout  the  year  there  is  a 
considerable  amount  of  switching  by  the  Southern  Pacific  in  Lindsay 
during  the  daytime,  which  's  the  time  of  heaviest  street  traffic,  and  that 
in  the  busy  fruit  packing  .reason  there  is  also  a  considerable  amount  of 
night  switching. 

At  the  Honolulu  and  Hermosa  street  crossings,  there  are  nine  tracks 
to  cross  and  the  view  is  or  may  be  obstructed  by  packing  houses,  ware- 
houses and  cars  spotted  on  the  yard  tracks.  All  southbound  passenger 
trains  stop  before  crossing  Honolulu  street,  and  the  northbound  trains 
approach  this  crossing  at  very  slow  speed. 

In  the  judgment  of  the  engineering  department  of  the  Commission, 
it  would  be  impossible  to  give  ade(juate  pn^tection  to  these  crossings  by 
means  of  automatic  signals,  for  the  reason  that  if  such  signals  were 
connected  to  the  main  line  only,  the  absence  of  a  warning  indication 
would  be  taken  as  an  indication  to  proceed,  in  spite  of  the  fact  that  a 
switching  movement  might  be  occurring  on  a  yard  track,  and  thus  the 
safety  signal  might  become  the  means  of  its(»lf  inviting  accident.  On 
the  other  hand,  if  an  automatic  sigiujl  were  also  connected  to  the  yard 
tracks,  it  would  be  giving  a  danger  siunal  most  of  the  time  whether 
cars  were  approaching  or  not,  due  lo  the  fa(*t  that  cars  are  usually 
spotted  on  some  one  or  more  of  the  tracks.  As  a  result,  the  public 
would  soon  come  to  ignore  the  warning  signal  iuid  conditions  w^ould  be 
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no  better  than  at  present.  Mr.  F.  IVF.  Worthington,  division  superin- 
tendent of  the  railroad,  expressed  .similar  views.  Apparently  adequate 
protection  for  these  crossings  can  be  afforded  only  by  human  flagmen 
or  by  diversion  of  traffic.  However,  it  is  not  believed  that  traffic  con- 
ditions justify  the  expense  of  placing  a  human  flagman  at  both  of  these 
crossings.  The  proper  solution  would  appear  to  consist  of  concentrating 
as  much  of  the  traffic  as  possible  over  one  crossing,  as  at  Hermosa 
street,  and  properly  protecting  that  crossing  with  a  human  flagman 
during  the  hours  of  heaviest  traffic,  which  appear  to  be  between  8  a.m. 
and  6  p.m.  daily.  The  expense  of  providing  this  human  flagman  should 
be  borne  by  the  Southern  Pacific  Coiupany,  but  the  responsibility  of 
diverting  the  traffic  from  the  Honolulu  street  crossing  should  be  with 
the  city  of  Lindsay.  Should  the  city  fail  to  reduce  the  hazard  at  the 
Honolulu  street  crossing  by  suitable  encouragement  and  direction  of 
proper  traffic  routing,  the  cost  of  required  protection  at  Honolulu 
street  should  then  be  borne  by  the  city  or  the  crossing  be  closed. 

Lewis  street  crosses  five  tracks,  including  a  main  track,  the  view  of 
which  is,  or  may  be  obscured,  by  packing  houses  and  cars  on  the  yard 
tracks.  However,  since  Lewis  street  is  loc*ated  near  the  southerly  end 
of  the  yard,  practically  no  switching  movements  are  made  over  this 
crossing  without  a  main  line  or  passing  track  switch  being  open.  It 
would,  therefore,  be  feasible  to  so  connect  an  automatic  wig-wag  signal 
to  the  main  line  and  passing  track  as  to  give  reasonably  adequate 
protection.  Lewis  street  is  an  important  crossing  requiring  protection. 
In  view  of  the  fact  that  its  prosent  location  is  but  a  relocation  of  a 
crossing  existing  before  the  railroad  was  built,  it  should  be  protected 
with  an  automatic  wig-wag  signal  to  be  installed  and  maintained  at 
the  expense  of  the  Southern  Pacific  Company. 

The  Eucalyptus  avenue  crossing  is  at  the  northerly  end  of  the 
Lindsay  yard  over  four  tracks,  the  view  of  which  to  the  north  is 
obstructed  by  trees  en  each  side  of  the  railroad.  This  crossing  could 
be  adequately  protected  by  an  automatic  wig-wag  signal,  but  the 
neceasary  traffic  over  this  crossing  would  not  seem  to  justify  the  expense 
of  such  a  signal.  The  evidence  at  the  rehearing  shows  that  there  is 
relatively  light  traffic  over  this  crossing,  and  that  approximately  60  per 
cent  of  this  traffic  could  be  diverted  over  the  Hermosa  street  crossing 
without  serious  inconvenience. 

ORDER  ON   REHEARING. 

The  Commission  having  held  a  public  rehearing  regarding  crossing 
con^Jitions  over  the  Southern  Pacific  tracks  through  the  city  of  Lindsay, 
Tulare  County,  the  matter  being  .submitted  and  ready  for  decision ; 

It  is  hereby  ordered,  that  the  order  contained  in  Decision  No.  8598 
of  January  26,  1921,  in  the  above  entitled  case,  be  and  it  is  hereby 
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modified  by  striking  out  the  second  paraorraph  thereof,  and  substituting 
therefor  the  following  four  paragraphs,  to  wit : 

Southern  Pacific  Company,  at  its  own  expense,  shall  protect  the 
Hermosa  street  crossing  by  a  human  flagman  between  the  hours  of 
8  a.m.  and  6  p.m.  daily,  beginning  within  twenty  (20)  days  from  date 
hereof,  and  shall  provide  suitable  signs  reading,  *SStop — Flagman 
Absent,*'  which  signs,  together  with  lights,  shall  be  placed  on  each 
side  of  the  said  Hermosa  street  crossing  in  the  center  of  the  street 
during  the  period  from  6  p.m.  to  8  a.m.  daily,  when  the  human  flagman 
is  absent. 

Southern  Pacific  Company,  at  its  own  expense,  shall  install  and  main- 
tain an  automatic  flagman  of  a  type  approved  by  the  Commission  at 
the  Lewis  street  crossing,  connected  with  main  line  track  and  the 
passing  track,  with  track  circuits  on  the  latter  of  a  length  commensu- 
rate with  the  lower  rates  of  speed  of  trains.  The  installation  of  said 
automatic  flagman  shall  be  made  within  sixty  (60)  days  from  the  date 
of  this  order,  and  the  Commission  shall  be  notified  in  writing  within 
thirty  (30)  days  thereafter,  of  the  completion  of  the  installation  of 
said  signal. 

The  city  of  Lindsay  shall  install  at  its  own  expense  suitable  route 
signs  directing  traffic  now  using  the  Honolulu  street  crossing  to 
Hermosa  street.  Such  route  signs  shall  be  placed  at  the  intersection 
of  Honolulu  street  and  Sweet  Brier  avenue,  at  the  intersection  of 
Hermosa  street  and  Sweet  Brier  avenue,  at  the  intersection  of  Honolulu 
street  and  Mount  Vernon  avenue,  and  at  the  intersection  of  Hermosa 
street  and  IVIount  Vernon  avenue,  and  also  at  the  more  prominent 
street  intersections  in  Lindsay,  directing  traflSc  to  Tulare  and  vicinity 
to  the  Hermosa  street  crossing. 

The  city  of  Lindsay  shall  provide  suitable  route  signs  to  divert 
traffic  from  the  Eucalyptus  avenue  crossing  to  Hermosa  street,  these 
signs  to  be  installed  at  the  intersection  of  Sweet  Brier  avenue  with 
Eucalyptus  avenue  and  at  the  intersection  of  Mount  Vernon  avenue 
with  Eucalyptus  avenue. 

The  Commission  reserves  the  right  to  make  such  further  orders 
relative  to  the  protection  of  said  crossings  as  to  it  may  seem  right  and 
proper,  if,  in  its  judgment,  the  public  convenience  and  necessity 
demand  such  action. 

Dated  at  San  Francisco,  California,  this  ninth  day  of  June,  1921. 
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Decision  No.  9080. 

IN  TUB  MATTKU  OF  THE  APPLKUTION  OF  (iUKAT  WESTERN  POWER 
COMPANY  OF  CALIFORNIA  FOR  AN  ORDER  AUTHORIZING  THE 
EXECUTION  OF  A  MORTGAGE  AND  THE  ISSUANCE  OF  BONDS. 


Application  No.  6000. 
Decided  June  9,  1921. 


Chaffee  E.  Hall,  for  Applicant. 
Lovn-AND,   Commhsioncr. 

THIRD  SUPPLEMENTAL  ORDER, 

Whereas,  the  Railroad  Commission  by  Decision  No.  7984,  dated 
August  17, '1920,  authorized  Great  Western  Power  Company  of  Cali- 
fornia to  issue  and  sell  $3,500,000  of  8  per  cent  ten-year  general  mortgage 
convertible  bonds,  but  held  in  abeyance  permission  to  issue,  pledge  and 
exchange  $3,500,000  of  series  **B"  first  and  refunding  mortgage  bonds 
pending  a  proper  showing  being  made  by  applicant  on  which  the  Com- 
mission could  predicate  an  order  authorizing  the  issuance  of  first  and 
refunding  mortgage  bonds ;  and 

Whereas,  the  Railroad  Commission  on  May  2,  1921,  by  its  second 
supplemental  order  in  this  proceeding.  Decision  No.  8913,  authorized 
applicant  to  issue,  pledge  and  exchange  $2,205,000  of  said  $3,500,000  of 
first  and  refunding  mortgage  bonds;  and 

Whereas,  Great  Western  Power  Company  of  California  now  reports, 
in  its  second  supplemental  application  in  the  above  entitled  matter,  that 
the  trustee  under  its  first  and  refunding  mortgage  has  authenticated 
$1,295,000  of  additional  series  **B*'  first  and  refunding  bonds,  which 
amount  of  bonds  added  to  the  $2,505,000  mentioned  in  the  preceding 
paragraph  makes  a  total  of  $3,500,000 ;  and 

Whereas,  applicant  asks  permission  to  issue  and  pledge  the  $1,295,000 
of  first  and  refunding  bonds  with  the  trustee  under  its  general  mortgage 
and  subsequently  to  exchange  them  for  general  mortgage  bonds  of  a  like 
amount,  or  to  sell  them  and  use  the  proceeds  to  redeem  general  mortgage 
bonds ;  and 

A  public  hearing  having  been  held  and  the  Railroad  Commission  being 
of  the  opinion  that  applicant's  request  should  be  granted; 

It  is  hereby  ordered,  that  Great  Western  Power  Company  of 
California  be  and  it  is  hereby  authorized  to  issue  $1,295,000  of  its  series 
**B"  first  and  refunding  mortgage  bonds,  and  to  pledge  them  with  the 
trustee  under  its  general  mortgage  as  security  in  part  for  the  $3,500,000 
of  general  mortgage  bonds  authorized  to  be  issued  by  Decision  No.  7984, 
dated  August  17, 1920. 
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It  is  hereby  further  ordered,  that  Great  Western  Power  Company  of 
California  be  and  it  is  hereby  authorized  to  sell  or  to  exchange  said 
$1,295,000  of  series  **B''  bonds,  herein  autliorized,  for  a  like  amount  of 
general  mortgage  bonds,  upon  the  following  conditions : 

1.  The  bonds  herein  authorized  to  be  issued  may  be  exchanged  for  a 
like  amount  of  general  mortgage  bonds  when,  and  as,  said  general 
mortgage  bonds  are  called  for  redemption,  on  the  basis  of  105  and 
accrued  interest  for  general  mortgage  bonds  at  par  and  accrued  interest, 
applicant  payini?  the  premium  of  five  per  cent  in  cash. 

2.  The  bonds  herein  authorized  may  be  sold,  for  cash,  at  par  and  the 
proceeds  used  to  purchase  a  like  amount  of  general  mortgage  bonds  at 
105  and  accrued  interest  when,  and  as,  said  general  mortgage  bonds  are 
called  for  redemption,  applicant  paying  the  premium  of  tfve  per  cent 
with  mone}^  derived  otherwise  than  from  the  sale  of  said  series  **B" 
bonds. 

3.  On  demand  of  the  holders  of  general  mortgage  bonds,  at  any  time 
after  series  **B"  bonds  have  been  pledged  to  the  full  par  value  of 
general  mortgage  bonds  outstanding,  the  bonds  herein  authorized  may 
be  exchanged  on  the  basis  of  102|  and  accrued  interest,  for  general 
mortgage  bonds  at  par  and  accrued  interest,  applicant  paying  the 
premium  of  two  and  one-half  per  cent  in  cash. 

4.  Applicant  shall  keep  such  record  of  the  issue,  pledge  and  exchange 
of  the  bonds  herein  authorized,  as  will  enable  it  to  file,  on  or  before  the 
twenty-fifth  day  of  each  month,  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far  as 
applicable,  is  made  a  part  of  this  order. 

The  foregoing  third  supplemental  order  is  hereby  approved  and 
ordered  filed  as  the  third  supplemental  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  ninth  day  of  June,  1921. 


Decision  No.  9081. 


IN  THE  MAIMER  OF  THE  APPLKWTION  OF  B.  AND  H.  TRANSPORTA- 
TION COMPANY,  A  CORPORATION,  FOR  Al'TIIORITY  TO  ISSUE 
STOCK. 


Application  No.  6241. 
Decided  June  9,  1921. 


Percy  llifflit  and  Alfred  Qreeugrove,  for  Applicant. 
By   the   C0MMI8SION. 

FIRST  SUPPLEMENTAL  ORDER. 

Whereas,   the  Railroad   Commission,   by  Decision  No.   8370,   dated 
November  26,  1920,  as  amended,  authorized  B.  and  11.  Transportation 
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Company  to  issue  and  sell  $200,000  of  common  capital  stock,  subject, 
among  others,  to  the  condition  that  $58,390.20  of  the  proceeds  be 
deposited  in  a  special  fund  and  expended  only  as  authorized  by  the 
Railroad  Commission ;  and 

Whereas,  B.  and  H.  Transportation  Company  reports,  in  its  supple- 
mental petition,  filed  in  the  above  entitled  matter  on  May  19,  1921,  that 
it  has  expended  for  additional  equipment  the  sum  of  $72,995.60,  which 
has  not  been  paid  for  by  the  issue  of  stock ;  and 

Whereas,  applicant,  because  of  such  expenditures,  asks  permission  to 
use  the  said  $58,390.20  of  the  proceeds  derived  from  the  sale  of  stock 
authorized  by  said  Decision  No.  8370,  to  finance  in  part  the  purchase  of 
said  equipment,  and  a  public  hearing  having  been  held  before  Examiner 
Satterwhite  in  Los  Angeles  on  June  7,  1921,  and  it  appearing  to  the 
Railroad  Commission  that  the  expenditures  herein  authorized  are  not  in 
whole  or  in  part  reasonably  chargeable  to  operating  expense  or  to  income, 
and  that  applicant's  request  should  be  granted;  now,  therefore; 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  8370,  dated 
November  26,  1920,  as  amended,  be  and  it  is  hereby  modified  so  as  to 
permit  B.  and  H.  Transportation  Company  to  use  the  $58,390.20 
deposited  in  the  special  fund  to  permanently  finance,  in  part,  the  cost  of 
the  equipment  and  properties  reported  in  its  supplemental  petition  filed 
in  this  proceeding  on  May  19, 1921. 

It  is  hereby  further  ordered,  that  Decision  No.  8370,  dated  November 
26,  1920,  as  amended,  shall  remain  in  full  force  and  effect,  except  as 
modified  by  this  first  supplemental  order. 

Dated  at  San  Francisco,  California,  this  ninth  day  of  June,  1921. 


Decision  No.  9089. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  NEEDLES  GAS  AND  ELEC- 
TRIC COMPANY  FOR  AUTHORITY  TO  INCREASE  ITS  RATES  FOR 
ELECTRICAL  ENERGY  SUPPLIED  TO  ITS  CUSTOMERS  IN  THE 
TOWN  OF   NEEDLES  AND   SURROUNDING  TERRITORY. 


Application  No.  6710. 
Decided  June  9,  1921. 


Fate  Retubn  Amortization. — A  utility's  consumers  can  not  be  required  to  pay  a 
rate  in  addition  to  a  fair  return  that  will  amortize  over  a  period  of  years  tlie 
•equivalent  of  the  amount  by  which  its  returns  from  past  operations  have  fallen 
short  of  a  fair  return. 

/?.  iS?.  Masson,  for  Applicant 

Benjamin  Harrison,  for  City  of  Needles. 

By  the  Commission. 

OPINION. 

Needles  Gas  and  Electric  Company,  hereinafter  referred  to  as  appli- 
cant, requests  authority  to  increase  its  electric  rates.     It  alleges  that 
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on  account  of  the  increa.se  in  cost  of  oil  it  will  be  unable  to  continue  to 
sell  electric  energy  at  the  prevailing  rates,  which  do  not  yield  it  a  fair 
return  upon  its  investment. 

Applicant  further  alleges  that  during  the  year  1920  it  received  a 
return  of  3^  per  cent  upon  its  investment,  and  that  during  the  year 
1921,  due  to  the  increase  in  operating  expenses,  the  return  will  be 
considerably  less  than  this;  that  it  has  reached  the  point  where  it  is 
no  longer  able  to  purchase  materials  and  supplies  sufficient  to  operate 
upon  its  own  credit,  and  that  within  the  past  few  weeks  it  has  been 
able  to  continue  operations  only  through  the  borrowing  of  money  by 
an  official  of  the  company,  Mr.  R.  S.  Masson,  upon  his  own  personal 
credit,  and  that  unless  the  company  obtains  immediate  relief  in  the 
form  of  increased  rates  it  will  be  necessary  for  it  to  request  this  Com- 
mission to  suspend  operations  and  to  discontinue  service  to  its 
consumers. 

Applicant  requests  that  the  Commission  make  an  investigation  of 
its  operations  and  authorize  it  to  put  into  effect  rates  suggested  in 
Exhibit  E,  attached  to  the  application,  and,  further,  that  the  Commis- 
sion authorize  applicant  to  immediately  put  into  effect  a  surcharge 
sufficient  to  enable  it  to  continue  its  operations  to  such  a  time  as  a 
formal  bearing  on  this  matter  may  be  held. 

A  hearing  was  held  in  this  matter  before  Examiner  Westover  in  the 
city  of  Needles  on  April  25,  1921,  at  which  time  evidence  was  taken 
and  the  matter  submitted. 

Applicant  operates  a  200-horsepower  semi-Diesel  plant  and  also  two 
gas  engines  of  150-  and  lOO-horsepower  capacity,  respectively,  in  the 
generation  of  electric  energy,  and  a  distribution  system  serving  the 
town  of  Needles.  In  1920  it  served  602  domestic  consumers,  60  com- 
mercial consumers  and  17  power  consumers.  The  total  sales  for  1920 
amounted  to  265,612  kilowatt  hours,  from  which  it  received  a  revenue 
of  $32,385. 

The  present  rates  in  effect  for  service  rendered  by  Needles  Gas  and 
Electric  Company  were  fixed  by  this  Commission  on  September  10, 
1920,  in  Decision  No.  8073.  The  Commission  made  a  valuation  of 
applicant's  properties  as  of  January  1,  1920,  in  which  it  determined 
that  the  historical  reproduction  cost  of  the  physical  properties  was 
$62,833.  Additions  and  betterments  chargeable  to  the  company  during 
1920  amounted  to  $2,580.     The  estimated  additions  and  betterments 
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for  1921  are  $2,000.    The  rate  base  for  the  year  1921,  based  on  the 
above,  is  set  forth  in  the  following  table : 

Table  No.  1. 
Rate   Base. 

Historical  reproduction  cost  as  of  January  1,  1920 $02,833  00 

Net  additions  and  betterments,   1020 2,580  00 

\  

Rate  base  as  of  Janoary  1,  1021 $65,413  00 

Additions  and  betterments,  six  months  of  1921 1,000  00 

Material  and  supplieb   3,000  00 

Working  cash  capital   4,000  00 

Rate  base  as  of  June  30,  1921 $73,413  00 

Applicant  submitted  evidence  to  the  effect  that  there  would  be  no 
increase  in  sales  during  the  year  1921.  Prom  investigation  of  condi- 
tions  at  Needles  it  appears  to  the  Commission  that  there  will  be  some 
increase  in  sales.  It  is  estimated  that  if  no  change  is  made  in  the 
present  rates  the  sales  will  amount  to  290,000  kilowatt  hours,  but  that 
if  the  applicant's  proposed  rates  had  been  made  effective  the  first  of 
the  year  the  sales  for  1921  would  amount  to  270,000  kilowatt  hours. 

Applicant  used  two  grades  of  fuel  oil.  In  the  operation  of  the  semi- 
Diesel  engine  28  degrees  Baume  oil  is  used  and  38  degrees  Baume  oil 
is  required  in  the  operation  of  the  gas  engine.  The  cost  of  fuel  oil 
f.  0.  b.  Needles  to  applicant  since  1916  has  increased  as  follows:  For 
28  degrees  oil  from  $1.40  to  $4.46  per  barrel,  and  for  38  degrees  oil 
from  $1.65  to  $7.20  per  barrel.  The  latter  figures  were  the  effective 
prices  to  applicant  at  the  date  of  the  hearing.  Since  then  the  price  of 
oil  has  decreased  $0,25  per  barrel.  This  new  price  will  not,  however, 
affect  applicant's  operation  costs  until  July  of  this  year,  owing  to  the 
fact  that  the  present  supply  of  oil  on  hand  will  supply  its  needs  until 
then.  In  estimating  applicant's  fuel  oil  expense  this  reduction  in  price 
of  oil  has  been  taken  into  account. 

Applicant  has  made  an  adjustment  in  the  wages  paid  to  its  employees 
at  Needles  amounting  to  a  reduction  in  wa^es  paid,  but  with  the  pro- 
vision that  the  employees  will  share  in  the  profits  received  by  the 
company.  The  Commission  will  decrease  the  estimated  amount  allowed 
as  operation  expense  to  cover  general  office  salary  by  the  same  amount. 

Table  No.  2  sets  forth  the  applicant's  operations  for  1920  and  also 
the  revised  estimate  for  1921,  based  on  the  evidence  herein,  and  on  the 
condition  that  the  present  rates  remain  in  effect  for  an  entire  year. 
A  separate  column  also  sets  forth  the  effect,  were  the  proposed  rates 
made  effective  for  the  entire  year. 
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Table  No.  2. 
Needles  Gat  and  Electric  Company— Opera tl one  for  1920  and  Estimate  for  1921. 


19S0 

Estimate  for  1921 

Item 

Present 
rate 

Company's 

proposed 

rate 

Rate  base 

$68,555 
265,612 
$^2,385 

$8,280 
a484 

$73,413 
290,000 
$36,600 

$13,380 
7.611 

$73,413 
270,003 
$89,800 

$12,460 
7,611 

Sales,  kilowatt  hour 

Revenue  ._ 

Operating  expense: 
Production- 
Fuel  oil 

Other  production  expense _ 

Total 

$16,764 
1,277 
1.060 
5,636 
1,764 

$20,991 
1,277 
1,060 
5,636 
3,477 

$20,071 

Distribution _ 

1,277 

Commercial 

1,060 

Gteneral  and  miscellaneous 

5,633 

Taxes _ _ 

3,781 

Total - - - 

$26,501 

$5,884 
1,924 

$32,441 

$4,159 
1.992 

$31,825 

Net  for  return  and  depreciation 

$7,975 

Depreciation _ 

1,992 

Net  for  return  — 

$3,960 

5.77% 

$2,167 
2.97% 

$5,983 

Per  cent  return _         

8.17% 

Based  on  the  Commission's  estimate,  the  net  return  on  investment 
for  1921,  after  deducting  depreciation,  assuming  the  present  rates  to  be 
in  effect  for  the  entire  year  of  1921,  will  be  2.97  per  cent.  Assuming 
applicant's  proposed  rates  to  have  been  in  effect  for  the  entire  year 
1921,  the  net  return  on  investment,  after  allowing  depreciation,  will 
amount  to  8.17  per  cent.  In  the  past,  in  so  far  as  records  are  available, 
applicant  has  never  earned  an  8  per  cent  return  upon  its  investment. 
It  requests  at  this  time  that  rates  be  fixed  so  that  they  will  give  not  only 
a  fair  return  after  deducting  operating  expense  and  depreciation,  but 
an  additional  amount  each  year  which  will  amortize  over  a  period  of 
years  the  equivalent  of  the  amount  by  which  its  returns  from  past 
operations  have  fallen  short  of  a  fair  return. 

Considering  the  economic  conditions  existing  and  the  rates  now  in 
effect,  it  is  very  clear  that  applicant  can  not  at  this  time  earn  a  return 
which  normally  might  be  considered  fair.  Applicant's  consumers  can 
not,  however,  be  required  to  reimburse  it  for  amounts  below  a  fair 
return  unearned  in  the  past. 

It  was  suggested  at  the  hearing  that  applicant  could  possibly  pur- 
chase electric  energy  from  the  Murphy  Water  Company  at  a  lower 
figure  than  that  at  which  it  could  generate  it.    This  matter  has  been 
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investigated  by  the  Commission  and  we  find  that  Murphy  Water  Com- 
pany has  at  this  time  certain  generating  equipment  which  is  not  being 
used,  but  the  Murphy  Water  Company,  in  answer  to  an  inquiry  from 
the  Ccmmission,  has  advised  that  it  is  not  at  present  in  a  position  to 
sell  electric  energy  to  applicant. 

Applicant  requests  that  the  rates  which  are  proposed  in  its  Exhibit 
**E''  be  made  effective.  In  the  hearing,  however,  applicant  requested 
that  if  the  Commission  found  these  proposed  rates  to  be  unreasonable 
the  Commission  fix  whatever  rates  it  found  to  be  reasonable. 

Prom  the  evidence  submitted  in  this  matter,  it  is  readily  apparent 
that  some  relief  must  be  allowed  applicant  at  this  time.  The  Commis- 
sion feels  that  if  the  present  rates  applicable  to  domestic  lighting  and 
electric  illumination  be  increased  as  suggested  by  applicant,  the  result- 
ing reduction  in  sales  will  more  than  offset  the  increase  in  revenue 
contemplated  from  the  higher  rates.  The  rates  proposed  by  applicant 
will  be  authorized  except  those  applicable  to  domestic  and  residence 
lighting  and  to  electric  illumination.  The  present  rates  applicable  to 
these  two  classes  of  service  should  be  increased,  but  not  to  the  extent 
proposed  by  applicant.  The  rates  which  the  Commission  believes  to  be 
reasonable  for  these  two  classes  of  service  are  set  forth  in  the  order 
following. 

It  must  be  borne  in  mind  that  electric  service  in  Needles  is  rendered 
under  conditions  that  are  far  more  expensive  than  in  practically  any 
other  place  in  California,  due  to  its  isolation  and  limited  load,  and 
necessary  rates  must  be  relatively  high. 

The  ratcii  herein  will  give  to  applicant  a  net  return  as  high  as  can 
be  reasonably  obtained  under  conditions  existing,  but  which  is  less 
than  that  generally  considered  as  reasonable  under  more  favorable 
conditions. 

ORDER. 

Needles  Gas  and  Electric  Company  having  api)lied  to  the  Railroad 
Commission  for  the  determination  of  just  and  reasonable  rates  for 
electric  service,  a  hearing  having  been  held,  and  the  matter  having 
been  submitted  and  now  ready  for  decision : 

The  Railroad  Commission  hereby  finds  as  a  fact  that  the  rates  now 
charged  by  Needles  Gas  and  Electric  Company  for  electric  energy  are 
unjust  and  unreasonable,  and  that  the  rates  hereinafter  set  forth  are 
just  and  reasonable  for  service  supplied. 

Basing  its  order  upon  the  above  findings  of  fact  and  other  findings 
of  fact  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered ,  that  Needles  Gas  and  Electric  Company  be 
and  it  is  hereby  authorized  to  charge  and  collect  for  electric  service 
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rendered,  based  on  regular  meter  readings  taken  on  and  after  June  20, 
1921,  the  following  rates: 

Schedule  No.  '*A.'* 
Domestic  and  residence  service. 

This   schedule   applies   to  continuous  service. 
Territory. 

Entire  territory  served  by  company. 
Kate. 

First  20  kilowatt  hours  per  meter  per  month,  18  cents  per  kilowatt  hour. 

All  over  20  kilowatt  hours  per  meter  per  month,  13  cents  per  kilowatt  hour. 
Minimum  charge. 

$1.50  per  meter  per  month. 
Special,  conditions. 

Motor  of  i  horsepower  or  less  capacity  and  lamp  socket  appliances  may  receive 
service   under  this   schedule. 

Schedule  No.  "B." 
Commercial  lighting  service. 

This  schedule  applies  to   continuous  service. 
Territory. 

Entire  territory  served  by  company. 
Rate. 

For  an  amount  of  energy  ctpjal  to  or  less   than  75  hours  use  per  month  of  the 

maximum  demand,  the  rate  to  be  IS  cents  per  kilowatt  hour. 
For  all  energy  in  excess  of  the  above  the  rate  to  be  13  cents  per  kilowatt  hour. 
Minimum    charge. 

$1  per  month  per  kilowatt  or  fraction  thereof  of  the  maximum  demand,  but  in 
no  case  less  than  $1  i)er  month. 
i^pecial  conditions. 

The  maximum  demand  shall  be  determined  by  test  or  inspection  by  the  company. 
The  company  will  notify  the  consumer  of  such  test  so  that  he  may  be  present 
if  he  so  desires. 

Schedule  No.  **C." 

Electric  TAghting. 
(Guaranteed  use;  limited  by  contract  to  hours  stated.) 
This  rate  applies  when  contracts  are  made  for  periods  of  one  year  for  a  stated 
amount  of  electricity  during  stated  hours  of  each  day  of  the  terra  of  said  contract. 
The  contract  shall  provide  regular  monthly  guaranteed  payments  of  amounts  derived 
as    follows:  ,  I   '^A^ 

Maximum  demand  times  the  unit  meter  rate  shown  below,  times  the  number  of 
hours  per  day,  times  the  number  of  days  in  the  month. 

(Does  not  apply   to  consumer.-*   having  maximum   demand  under  \  kilowatt.) 


CenU  per  kUowatt  hour  for  maximum  demand  of— 

Number  of  hours  use  per 

day  guaranteed 

i  kilowa't  to           1  kilowatt  to 

3  kilowatt  to 

5  kilowatt 

1  kilowatt               2  kilowatt 

5  kilowatt 

and  up 

4  - 

13i  cents 

12i  cents 

12    cents 

lli  cents 

6  - 

12i  cents 

lU  cents 

11    cents 

lOi  cents 

8  . 

lU  cents 

lOi  cents 

10    cents 

9i  cents 

10  . 

lOi  cents    1     9i  cents 

9    cents 

8i  cents 

12  . 

9J  cents    |     8i  cents 

8J  cents 

8    cents 

15  _ 

8i  cents    i      7i  cents 

1 

74  cents 

7    cents 

Schedule  No.  **D." 
Industrial  power  service. 

(To  apply  to  all  power  installations  in  which  the  aggregate  horsepower  of  motors 
installed  is  1  or  more  horsepower,  by  manufacturers'  rating.) 

Charges  for  electricity  sold  for  power  are  made  up  of  a  fixed  sum  called  Demand 
Charges  and  a  variable  sum  called  Meter  Charges. 
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Demand  Chwrge. 

The  consumer  shall  have  the  option  of  classifying  equipment  as  Standard  Equip- 
ment or  Intermittent   Equipment. 
Standard  demand  rate. 

A  charge  of  four  dollars  ($4)  per  horsepower  per  month  is  made  for  each  horse- 
power of  demand  required  by  equipment  classified  as  Standard  Biquipment 
Intermittent  demand  rate. 

A  charge  of  three  dollars  ($3)  per  horsepower  per  month  is  made  for  each  horse- 
power of  demand  required  by  equipment  classified  as  Intermittent  Equipment. 

Mettii-  Charge. 
Standard  meter  charge. 

For   power   used    by    one    consumer   on    one   premises    for   motors   classified    as 
Standard  Equipment,  four  cents   (4c.)    per  kilowatt  hour  for  the  first  five  hundred 
(500)    kilowatt  hours  per  month,  and  three  and  a  half  cents   (3ic.)    per  kilowatt 
hour  for  all  in  excess  of  five  hundred  (500). 
Intermittent  meter  charge. 

For  i)Ower  used  by  one  consumer  on  one  premises  for  motors  classified  as  Inter- 
mittent Equipment,  six  cents  (6c.)  per  kilowatt  hour  for  the  first  five  hundred  (500) 
kilowatt  hours  per  month,  and  four  cents  (4c.)  per  kilowatt  hour  for  all  in  excess 
cf  five  hundred    (500). 

Dated  at  San  Francisco,  California,  this  ninth  day  of  June,  1921. 


Decision  No.  9094. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  PACIFIC  GAS  AND  ELEC- 
TRIC COMPANY,  A  CORPORATION,  FOR  AN  ORDER  OF  THE  RAIL- 
ROAD COMMISSION  OF  THE  STATE  OF  CALIFORNIA  GRANTING 
TO  APPLICANT  A  CERTIFICATE  OF  PUBLIC  CONVENIENCE  AND 
NECESSITY  TO  EXERCISE  THE  RIGHT.  PRIVILEGE  AND  FRAN- 
CHISE GRANTED  TO  THE  APPLICANT  BY  AN  ORDINANCE  OF 
THE  CITY  OF  VALLBJO,   MARKED  EXHIBIT  "A"   HEREOF. 


Application  No.  6839. 
Decided  June  13, 1921. 


C.  p.  Cutten,  for  Applicant. 

Benedict,    Commi^mioner. 

OPINION. 

Pacific  Gas  and  Electric  Company  applies  for  a  certificate  that  public 
convenience  and  necessity  require  the  exercise  by  it  of  the  right,  privilege 
and  franchise  to  distribute  gas  for  heating  and  power  purposes  granted 
by  an  ordinance  of  the  city  of  Vallejo,  adopted  on  the  twenty-third  of 
August,  1917. 

Applicant  shows  that  it  has  been  engaged  in  the  business  of  dis- 
tributing gas  for  lighting,  heating  and  power  purposes  for  many  years 
past  and  that  no  other  person,  firm  or  corporation  is  so  engaged  as  a 
public  utility  in  the  city  of  Vallejo.  The  distribution  of  gas  for  lighting 
purposes  is  carried  on  under  constitutional  rights  and  the  ordinance 
franchise,  authority  for  the  exercise  of  which  is  now  sought,  covers  the 
distribution  of  gas  for  heating  and  power  purposes  through  the  same 
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system.  The  need  of  this  franchise  ip  more  or  less  technical  as  it  con- 
templates no  important  change  in  existing  conditions. 

A  hearing  was  held  in  San  Francisco  on  June  1,  1921,  at  which  time 
evidence  was  introduced  and  the  matter  submitted.  Pacific  Gas  and 
Electric  Company  filed  a  stipulation,  duly  executed  by  authority  of  its 
board  of  directors,  in  which  it  agrees  that  it,  its  successors  or  assigns,  will 
never  claim  before  the  Railroad  Commission  or  any  court  or  other  public 
body  any  value  for  the  right,  privilege  and  franchise  granted  under  the 
ordinance  in  question,  said  franchise  having  been  acquired  without  cost 
to  applicant. 

Public  interest  requires  that  the  public  continue  to  receive  the  service 
which  it  has  received  in  the  past  and  for  which  it  depends  on  a  con- 
tinuation of  applicant's  operations. 

I  recommend  the  following  form  of  order : 

ORDER. 

Pacific  Gas  and  Electric  Company  having  applied  to  the  Railroad 
Commission  for  a  certificate  that  public  convenience  and  necessity 
require  the  exercise  of  the  right  and  privilege  under  a  franchise  granted 
to  it  by  the  city  of  Vallejo  by  ordinance  No.  257  N.  S.,  adopted  August 
23,  1917,  a  public  hearing  having  been  held,  Pacific  Gas  and  Electric 
Company  having  stipulated,  in  form  satisfactory  to  this  Commission,  as 
to  its  claim  for  the  value  of  said  franchise,  and  the  matter  being 
submitted : 

The  Railroad  Commission  of  the  State  of  California  does  hereby 
certify  and  declare  that  public  convenience  and  necessity  require  the 
exercise  by  Pacific  Gas  and  Electric  Company  of  the  right,  privilege  and 
franchise  granted  by  said  ordinance  No.  257  N.  S.,  of  the  city  of  Vallejo. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State  of 
California. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  June,  1921. 


Decision  No.  9095. 

IN  THF:  matter  of  THK  APl^LICWTIOX  OF  PA(UFI(^  OAS  AND  ELEC- 
TltlC  COMPANY,  A  COItPOUATlOX,  FOR  AN  ORDER  OF  THE  RAIL- 
ROAD COMMISSION  OF  THE  SIWTE  OF  CALIFORNIA  GRANTING 
TO  APPLK^ANT  A  CERTIFH  ATE  OF  PURLIC  (CONVENIENCE  AND 
NECESSITY  TO  EXERCISE  THE  RKHIT,  PRIVILEGE  AND  FRAN- 
CHISE GRANTED  TO  APPLICANT  RY  AN  ORDINANCE  OF  THE 
CITY   OF   WOODLAND   MARKED  EXHIRIT    "A"    HEREOF. 


Application  No.  6838. 
Decided  June  13, 1921. 


C.  P.  Cutten,  for  Applicant, 
Renedict,  Vommissioner, 
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OPINION. 

Pacific  Gas  and  Electric  Company  applies  for  a  certificate  that  public 
convenience  and  necessity  require  the  exercise  by  it  of  the  right,  privilege 
and  franchise  to  distribute  electricity  for  heating  and  power  purposes 
granted  by  an  ordinance  of  the  city  of  Woodland,  adopted  on  the  seventh 
of  March,  1921. 

Applicant  shows  that  it  has  been  engaged  in  the  business  of  dis- 
tributing electricity  for  lighting,  heating  and  power  purposes  for  many 
years  and  that  no  other  person,  firm  or  corporation  is  so  engaged  as  a 
public  utility  in  the  city  of  Woodland.  Operations  during  the  past  years 
have  been  under  constitutional  franchise  rights  as  far  as  the  distribution 
of  electricity  for  lighting  purposes  is  concerned,  and  the  distribution  of 
electricity  for  heating  and  power  purposes  has  been  covered  by  ordinance 
franchise  which  has  now  expired.  The  franchise,  authority  for  the 
exercise  of  which  is  now  sought,  is  merely  a  renewal. 

A  hearing  was  held  in  San  Francisco  on  June  1,  1921,  at  which  time 
evidence  was  introduced  and  the  matter  submitted.  Pacific  Gas  and 
Electric  Company  filed  a  stipulation,  duly  executed  by  authority  of  its 
board  of  directors,  in  which  it  agrees  that  it,  its  successors  or  assigns,  will 
never  claim  before  the  Railroad  Commission  or  any  court  or  other  public 
body  a  value  for  the  right,  privilege  and  franchise  granted  under  the 
ordinance  in  question  in  excess  of  the  actual  cost  to  applicant  of 
acquiring  said  franchise,  stated  in  the  stipulation  to  be  the  sum  of  $100. 

Public  convenience  and  necessity  without  doubt  require  that  applicant 
continue  to  supply  the  services  which  it  now  supplies  and  for  which  the 
public  depends  upon  it. 

I  recommend  the  following  fonn  of  order : 

ORDER. 

Pacific  Gas  and  Electric  Company  having  applied  to  the  Railroad 
Commission  for  a  certificate  that  public  convenience  and  necessity 
require  the  exercise  of  the  right  and  privilege  under  a  franchise  granted 
to  it  by  the  city  of  Woodland  by  ordinance  No.  244,  adopted  March  7, 
1921,  a  public  hearing  having  been  held,  Pacific  Gas  and  Electric  Com- 
pany having  stipulated  in  form  satisfactory  to  this  Commission  as  to  its 
claim  for  the  value  of  said  franchise,  and  the  matter  being  submitted : 

The  Railroad  Commission  of  the  State  of  California  does  hereby 
certify  and  declare  that  public  convenience  and  necessity  require  the 
exercise  by  Pacific  Gas  and  Electric  Company  of  the  right,  privilege  and 
franchise  granted  by  said  ordinance  No.  244  of  the  city  of  Woodland. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  June,  1921. 
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Decision  No.  9096. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  PACIFIC  GAS  AND  ELEC- 
TRIC COMPANY,  A  CORPORATION.  FOR  AN  ORDER  OF  THE  RAH, 
ROAD  COMMISSION  OF  THE  STATE  OF  CALIFORNIA  GRANTING 
TO  APPLICANT  A  CERTIFICATE  OF  PUBLIC  CONVENIENCE  AND 
NECESSITY  TO  EXERCISE  THE  RIGHT,  PRIVILEGE  AND  FRAN- 
CHISE (iRANTED  TO  APPLICANT  BY  AN  ORDINANCE  OF  THE 
CITY  OF  WOODLAND  MARKED  EXHIBIT  **A"  HEREOF. 


Application  No.  6837. 
Decided  June  13, 1921. 


0.  p.  Cut  ten,  for  Applicant. 

Benedict,  Commissioner, 

OPINION. 

Pacific  Gas  and  Electric  Company  applies  for  a  certificate  that  public 
convenience  and  necessity  reciuire  the  exercise  by  it  of  the  right,  privilege 
and  franchise  to  distribute  gas  for  heating  and  power  purposes  granted 
by  an  ordinance  of  the  city  of  Woodland,  adopted  on  the  seventh  of 
March,  1921. 

Applicant  shows  that  it  has  been  engaged  in  the  business  of 
distributing  gas  for  lighting,  heating  and  power  purposes  for  many  years 
past  and  that  no  other  person,  firm  or  corporation  is  so  engaged  as  a 
public  utility  in  the  city  of  Woodland.  Operations  during. recent  years 
have  been  under  constitutional  franchise  rights  so  far  as  the  distribution 
of  gas  for  lighting  purposes  is  concerned,  and  the  distribution  of  gas  for 
heating  and  power  purposes  has  been  covered  by  ordinance  franchise 
which  has  now  expired.  The  franchise,  authority  for  the  exercise  of 
which  is  now  sought,  is  merely  a  renewal. 

A  hearing  was  held  in  San  Francisco  on  June  1,  1921,  at  which  time 
evidence  was  introduced  and  the  matter  submitted.  Pacific  Gas  and 
Electric  Company  filed  a  stipulation,  duly  executed  by  authority  of  its 
board  of  directors,  in  which  it  agrees  that  it,  its  succesvsors  or  assigns, 
will  never  claim  before  the  Railroad  Commission  or  any  court  or  other 
public  body  a  value  for  the  right,  privilege  and  franchise  granted  under 
the  ordinance  in  question  in  excess  of  the  actual  cost  to  applicant  of 
acquiring  said  franchise,  stated  in  the  stipulation  to  be  the  sum  of  $100. 

Public  convenience  and  necessity  unquestionably  require  that 
applicant  continue  the  service  which  it  is  now  rendering  and  for  which 
the  public  depends  upon  it. 

I  recommend  the  following  form  of  order : 

ORDER. 

Pacific  Gas  and  Electric  Company  having  applied  to  the  Railroad 
Commission  for  a  certificate  that  public  convenience  and  necessity 
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re([uire  the  exercise  of  the  right,  privilege  and  franchise  granted  to  it  by 
the  city  of  Woodland  by  an  ordinance  No.  245,  adopted  March  7,  1921,  a 
public  hearing  having  been  held,  Pacific  Gas  and  Electric  Company 
having  stipulated  in  form  satisfactory  to  this  Commission  as  to  its  claim 
for  the  value  of  said  franchise,  and  the  matter  having  been  submitted : 

The  Railroad  Commission  of  the  State  of  California  does  hereby 
certify  and  declare  that  public  convenience  and  necessity  require  the 
exercise  by  Pacific  Gas  and  Electric  company  of  the  right,  privilege  and 
franchise  granted  by  said  ordinance  No.  245  of  the  city  of  Woodland. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered  as 
the  opinion  and  order  of  the  Railroad  Commission  of  the  State  of 
California. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  June,  1921. 


Decision  No.  9097. 

IN   THE   MATTER   OF    THE    APPLICATION    OF    EMIL    FIRTH    FOR   AN 
ORDER  AUTHORIZING  AN  INCREASE  OF  WATER  RATES. 


Application  No.  6121. 
Decided  June  13, 1921. 


By  the  Commission. 

SUPPLEMENTAL  ORDER. 

Whereas,  this  Commission  having  issued  its  Decision  No.  8777,  dated 
March  21, 1921,  in  the  above  entitled  proceeding,  establishing  a  schedule 
of  rates  for  the  furnishing  of  water  service,  the  order  in  said  decision 
containing  the  following  provision : 

It  is  hereby  further  ordered,  that  authority  to  charpe  and  collect  the  rates  herein 
above  specified  is  expressly  conditioned  upon  the  refund  or  rebate  of  such  funds 
as  are  improperly  held  by  this  utility  to  the  consumers  involved,  and  the  date  upon 
which  the  above  authorized  rates  shall  become  effective  shall  be  established  by  this 
Commission  after  a  properly  certified  showinj?  has  been  submitted  to  this  Commis- 
sion that  the  proper  refunds  or  rebates  have  been  made  to  the  proper  parties,  so  far 
as  such  parties  and  sums  can  be  ascertained,  with  a  statement  by  the  utility  that  it 
stands  ready  to  make  such  settlement  with  any  consumer  who  has  by  inadvertence 
or  otherwise  been  omitted  from  the  list  of  beneficiaries  and  who  can  submit  proper 
proof  that  he  is  entitled  to  such  rebate. 

And  the  applicant  having  satisfactorily  complied  with  the  conditions 
referred  to  above ; 

It  is  hereby  ordered,  that  the  schedule  of  rates  for  the  furnishing  of 
water  service  as  established  in  this  Commission's  Decision  No.  8777, 
dated  March  21,  1921,  in  this  proceeding,  shall  become  effective  for  all 
service  rendered  subsequent  to  June  14,  1921.  In  all  other  respects  the 
said  Decision  No.  8777  shall  remain  in  full  force  and  effect. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  June,  192L 
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Decision  No.  9098. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SAN  GORGOXIO  WATER 
COMPANY  FOR  AN  ORDER  AUTHORIZING  IT  TO  INCREASE  ITS 
RATES. 

Application  No.  4880. 
IX   THE    MATTER  OF  THE  APPLICATION   OF   BEAUMONT  LAND   AND 
WATER  COMPANY  FOR  AN  ORDER  AUTHORIZING  AN  INCREASE 
IX    RATES. 

Application  No.  4881. 

BEAUMONT    IRRIGATION    DISTRICT,    A    CORPORATION, 

BEAUMONT  LAXD  AND  WATER  COMPANY  AND  SAN  GORGONIO  WATER 

COMPANY. 


Case  No.  1345. 
Decided  June  13, 1921. 


Carnahan  and  Clark,  by  U.  L.  Carnahan^  for  Applicants  and  Defendants. 
Tr.  K.  Evans,  U.  B.  Lynch  and  .4.  L.  Ellis,  for  Complainant  and  Protestant. 

By  the  Commission. 

SUPPLEMENTAL  ORDER. 

Whereas,  on  June  30, 1920,  the  Railroad  Commission  issued  its  decision 
No.  7819,  in  the  above  entitled  proceedings,  establishing  a  25  per  cent 
surcharge  on  all  water  bills  rendered  on  and  after  July  1, 1920,  upon  the 
condition  pursuant  to  stipulation,  that  at  the  time  when  the  Beaumont 
Irrigation  District  takes  over  the  ownership  and  operation  of  applicants' 
properties,  applicants  shall  hold  for  the  return  to  their  consumers,  after 
an  investigation  and  further  order  of  this  Commission,  any  surplus 
derived  from  the  surcharge  over  reasonable  operating  expenses ;  and 

Whereas,  this  Commission  in  its  Decision  No.  8215,  dated  October  9, 
1920,  in  Application  No.  6188,  entitled  *^In  the  Matter  of  the  Joint 
Application  of  the  Beaumont  Land  and  Water  Company,  San  Oorgonio 
Water  Company  and  Beaumont  Irrigation  District  for  an^  order  author- 
izing said  companies  to  sell  their  water  .system  to  said  District/^  granted 
applicants  authority  to  transfer  their  water  system  to  the  Beaumont 
Irrigation  District,  and  the  transfer  having  been  consummated;  and 

Whereas,  counsel  for  applicants  and  for  protestants  herein  having 
filed  with  this  Commission  a  joint  stipulation  indicating  their  willingness 
that  this  proceeding  be  terminated  without  the  necessity  of  the  Com- 
mission making  an  audit  of  the  revenues  and  expenditures  of  applicants, 
as  provided  in  the  Commission's  Decision  No.  7819,  in.  the  above  entitled 
proceedings ; 

It  is  hereby  ordered,  that  those  provisions  contained  in  this  Com- 
mission's Decision  No.  7819,  dated  June  30,  1920,  in  the  above  entitled 
proceedings,  requiring  an  accounting  of  the  revenues  and  expenditures 
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of  applicants  during  the  period  the  surcharge  therein  authorized  was  in 
effect;  and,  further,  the  holding  of  any  surplus  derived  from  sueh 
surcharge  be  and  such  provisions  are  hereby  rescinded. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  June,  1921. 


Decision  No.  9099. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  LOS  AN(iELES  GAS  AND 
ELECrrilK^  (!ORPOKATION  FOR  AN  ORDER  AUTHORIZING  THE 
ISSUANCE  AND  SALE  OF  ITS  SERIES  "B"  BONDS  IN  THE  AMOUNT 
OF  THREE  MILLION.  FIVE  HUNDRED  THOUSAND  DOLLARS. 


Application  No.  6894. 
'Decided  June  13,  1921. 


Paul  Overton,  for  Applicant. 

LovcLAND,  Commissioner. 

OPINION. 

Los  Angeles  Gas  and  Electric  Corporation  asks  permission  to  issue 
and  sell  at  93  and  accrued  interest,  $3,500,000  of  series  '*B''  7  per  cent 
general  and  refunding  mortgage  gold  bonds,  and  use  the  proceeds  to 
reimburse  its  treasury  on  account  of  moneys  heretofore  expended  on 
capital  account  and  for  the  purpose  of  paying  for  plant  extensions, 
additions  and  betterments  to  be  installed  during  1921. 

Applicant  as  of  June  1,  1921,  reports  (Exhibit  *^A")  $11,060,700  of 
stock,  consisting  of  $10,000,000  of  common  and  $1,060,700  of  6  per 
cent  preferred,  outstanding.  Its  funded  debt  outstanding  Ls  reported 
at  $13,869,000,  which  includes  $1,500,000  of  Los  Angeles  Gas  and  Elec- 
tric Corporation  5  per  cent  bonds  pledged  to  secure  the  payment  of 
$1,000,000  of  general  mortgage  and  collateral  7  per  cent  bonds  dated 
April  1,  1920,  and  $400,000  of  bonds  of  the  same  issue  certified  by  the 
trustee  but  not  yet  sold.  The  authority  to  sell  the  $400,000  of  bonds 
was  granted  by  the  Commission  in  Decision  No.  8736. 

The  Railroad  Commission,  by  Decision  No.  8904,  dated  April  29,  1921, 
authorized  applicant  to  execute  a  trust  deed  securing  an  authorized 
issue  of  $75,000,000  of  general  and  refunding  mortgage  gold  bonds. 
The  Commis.sion  has  heretofore  authorized  applicant  to  Issue  and  sell 
$2,500,000  of  said  bonds. 

Applicant  reports  in  Exhibit  ''D''  proposed  expenditures  during 

1921  for  additions  and  extensions  to  plants,  properties  and  equipment 

in  the  amount  of  $7,039,320.     This  amount  is  summarized  as  follows: 

Gas    works    $3,444,780  00 

Electric  works .: 557,250  00 

Gas   distributing   system   1,800,875  00 

Electric  distributing  system   4X5,575  00 

Completion  of  additions  and  extensions  authorized  for  1920 400.000  00 

Miscellaneous    414,840  00 

Total    $7,039,320  00 
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Applicant  reports  that  from  January  1,  1921,  to  May  31,  1921  (May 
expenses  estimated),  it  has  expended  for  permanent  extensions  and 
additions  $2,886,152.94,  and  that  against  $1,856,362.92  of  said  expendi- 
tures, no  bonds  have  been  issued.  It  is  to  reimburse  partially  its 
treasury  on  account  of  these  expenditures  and  to  pay  the  cost  of  con- 
structing permanent  extensions  and  additions  reported  in  Exhibit  *  *  D, ' ' 
that  applicant  asks  permission  to  issue  and  sell  $3,500,000  of  its 
series  **B'*  general  and  refunding  mortgage  gold  bonds.  Even  though 
applicant  asks  permission  to  reimburse  its  treasury,  the  testimony 
shows  that  all  the  proceeds  from  the  sale  of  the  bonds  will  be  invested 
in  permanent  extensions  and  additions  reported  in  Exhibit  **D.'' 

I  herewith  submit  the  following  form  or  order: 

ORDER. 

Los  Angeles  Gas  and  Electric  Corporation  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  and  sell  $3,500,000  of 
series  **B'*  7  per  cent  general  and  refunding  mortgage  gold  bonds  due 
June  1,  1931,  a  public  hearing  having  been  held,  and  the  Railroad 
Commission  being  of  the  opinion  that  the  money,  property  or  labor  to 
be  procured  or  paid  for  by  such  issue  is  reasonably  required  by  appli- 
cant for  the  purposes  specified  in  this  order,  and  that  the  expenditures 
for  such  purposes  are  not  in  whole  or  in  part  reasonably  chargeable  to 
operating  expenses  or  to  income; 

It  is  hereby  ordered,  that  Los  Angeles  Gas  and  Electric  Corporation 
be  and  it  is  hereby  authorized  to  issue  and  sell  for  cash  at  not  less  than 
93  per  cent  of  their  face  value  and  accrued  interest,  $3,500,000  of 
series  **B"  7  per  cent  general  and  refunding  mortgage  gold  bonds, 
due  June  1,  1931. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
f  ollow^s : 

1.  The  proceeds  obtained  from  the  sale  of  $1,392,272.19  of  bonds 
herein  authorized  to  be  issued  shall  be  used  by  applicant  to  reimburse 
its  treasury  on  account  of  moneys  expended  for  pennanent  extensions 
and  additions  iip  to  May  31,  1921.  All  moneys  used  to  reimburse 
applicant's  treasury,  as  well  as  the  proceeds  from  the  remainder  of 
the  bonds  herein  authorized  to  be  issued,  shall  be  used  by  applicant  to 
pay  in  part  the  cost  of  permanent  extensions  and  additions  reported 
in  Exhibit  **D,''  filed  in  this  proceeding. 

2.  Los  Angeles  Gas  and  Electric  Corporation  shall  keep  such  record 
of  the  issue  and  sale  of  the  bonds  herein  authorized  and  of  the  disposi- 
tion of  the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth 
day  of  each  month  a  verified  report,  as  required  by  the  Railroad  Com- 
mission 's  General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is 
made  a  part  of  this  order. 
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3.  The  authority  herein  granted  will  not  become  eflfective  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

4.  The  authority  herein  granted  will  apply  only  to  such  bonds  as 
may  be  iasued,  sold  and  delivered  on  or  before  November  15,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  June,  1921. 


Decision  No.  9100. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  MRS.  0.  (U^ERRA,  OWNER 
OF  CAMBRIA  TELEPHONE  COMPANY,  FOR  PERMISSION  TO 
TOTALLY  DISCO NTINCE  ALL  SERVICE  AND  TO  ENTIRELY  WITH- 
DRAW FROM  PUBLIC  SERVICE  IN  ALL  TERRITORY  SERVED  BY 
SUCH  COMPANY. 


Application  No.  6016. 
Decided  June  13, 1921. 


Discontinuance  of  Skrvice,  Rates. — The  owner  of  a  public  utility  or  anyone  else 
whose  duty  it  is  or  mi^ht  be  to  provide  service  is  entitled  to  such  revenues 
as  may  be  necessary  to  make  its  continuance  possible.  Where  rates  are 
inadequate  application  should  be  made  for  this  increase. 

Albert  Nelson,  for  Applicant. 

L.  J.  Migrans,  for  Piedras  Blanciis  Liprht  House. 

By  the  Commission. 

OPINION. 

Mrs.  G.  Guerra,  petitioner  in  this  proceeding,  is  sole  owner  of  a  small 
telephone  system  operating  as  a  public  utility  in  and  in  the  vicinity  of 
the  town  of  Cambria,  San  Luis  Obispo  County,  and  serving  at  the  time 
of  this  proceeding  about  95  patrons.  Connection  with  the  long  distance 
toll  lines  of  The  Pacific  Telephone  and  Telegraph  Company  is  main- 
tained to  provide  public  service  to  and  from  outside  points. 

The  petition  sets  forth  that  the  expense  of  operation  far  exceeds  the 
revenue,  that  patrons  threaten  to  order  their  telephones  taken  out  if  an 
increase  in  rates  is  attempted,  that  it  is  difficult  to  employ  necessary  labor 
for  maintenance  and  operation  and  that  petitioner  is  unable  to  secure 
a  purchaser  to  take  over  the  operation  of  the  system.  As  originally  filed, 
the  petition  asks  for  an  order  permitting  petitioner  to  withdraw  entirely 
from  public  service. 

A  hearing  was  held  before  Examiner  Westover  at  Cambria.  At  this 
hearing,  counsel  for  petitioner  asked  for  and  was  granted  permission 
to  amend  the  petition  by  asking,  in  the  event  of  a  denial,  that  the  rates 
be  increased  suflSciently  to  justify  the  service. 
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Cambria  is  located  about  37  miles  northwest  of  San  Luis  Obispo  and 
about  15  miles  from  Cayucos,  the  nearest  town.  The  only  present  avail- 
able wire  communication  with  the  outside  world  is  by  means  of  peti- 
tioner's service  and  its  toll  connection  hereinbefore  referred  to.  About 
twenty  of  petitioner's  patrons  appeared  in  protest  against  withdrawal  of 
service,  and  it  appears  that  this  protest  is  general.  None  of  those  so 
protesting  have  protested  to  the  Commission  against  the  payment  of 
sufficient  rates  to  justify  continuance  of  service  and  all  of  those  appear- 
ing at  the  hearing  have  signified  their  willingness  to  pay  an  increase  if 
necessary.  Petitioner  has  also  expressed  willingness  to  continue  if  given 
adequate  rates. 

Petitioner's  claim  that  the  expense  of  operation  far  exceeds  the 
revenue  is  not  fully  supported  by  the  evidence.  It  was  shown,  however, 
that  complete  records  of  actual  expenditures  have  not  been  kept  and  it 
is  apparent  that  the  maintenance  of  the  property  has  been  neglected. 
It  is  probable,  therefore,  that  if  the  system  were  properly  maintained  the 
expenses  of  operation  would  at  least  equal,  if  not  exceed,  present 
revenues. 

It  is  our  opinion  that  public  convenience  and  necessity  require 
continuance  of  telephone  service  within  the  territory  now  served  by 
petitioner's  lines.  It  is  obvious,  of  course,  that  the  owner  of  this  system 
or  anyone  else  whose  duty  it  is  or  might  be  to  provide  service  is  entitled 
to  such  revenues  as  may  be  necessary  to  make  its  continuance  possible. 
The  Commission  is  not  passing  upon  a  question  of  rates  in  this  pro- 
ceeding, but  if  the  present  rates  are  inadequate,  petitioner  should  at  once 
file  with  the  Commission  an  application  for  authority  to  increase  them, 
whereupon  the  Commission,  after  investigation,  will  authorize  the 
establishment  of  such  rates  as  it  may  find  to  be  just  and  reasonable. 

ORDER. 

Mrs.  G.  Guerra,  owner  of  the  Cambria  Telephone  Company,  serving 
the  town  of  Cambria,  San  Luis  Obispo  County,  and  vicinity,  having 
applied  to  the  Railroad  Commission  for  authority  to  totally  discontinue 
all  service  and  entirely  withdraw  from  public  service,  a  public  hearing 
having  been  held,  the  Commission  being  fully  apprised,  and  it  appearing 
to  the  Commission,  as  set  forth  in  the  opinion  preceding  this  order,  that 
public  convenience  and  necessity  require  the  continuance  of  said  service 
and  that  this  application  should  be  denied; 

It  is  hereby  ordered,  that  the  application  herein  be  and  it  is  hereby 
denied. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  June,  1921. 
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Decision  No.  9101. 
pacific  portland  cement  company,  consolidated, 

A  CORPORATION, 

VS. 

SOUTHERN  PACIFIC  COMPANY.  A  CORPORATION,  BT  AU 


Case  No.  1447. 
Decided  June  13, 1921. 


JrwsDiCTiON. — I«lnding  as  to  reasonableness  of  a  rate  established  subsequent  to  the 
date  upon  which  a  ease  is  submitted  does  not  conflict  with  principles  or  pro- 
cedure of  the   Commission. 

Hy  the  Commission. 

OPINION  ON  PETITION  FOR  REHEARING  AND  MODIFICATION 

OF  ORDER. 

On  May  12,  1921,  the  Railroad  Commission  made  its  order  in  Case 
No.  1447,  and  by  Decision  No.  8962  dismissed  the  proceeding. 

On  the  second  day  of  June,  1921,  applicant  filed  a  petition  for 
rehearing  based  upon  allej^red  errors  in  the  findings  of  the  Commission 
in  its  decision.  On  page  16  of  the  typewritten  copy  of  the  opinion  the 
following  statement  was  made,  to  which  applicant  makers  objection : 

This  determination  is  neoesarily  basnd  upon  tho  roeord  presented  in  tliis  case» 
which  wns  completed  and  submitted  on  Auj?nst  2(5,  11)20. 

I  must  conclude,  however,  from  the  record  before  me  that  not  only  is  a  rate  in 
excess  of  70  cents  per  ton  charged  and  collected  since  September  1,  1020,  unreason- 
able, but  that  the  reasonable  rate  is  70  cents  per  ton  for  the  future  In  reaching 
this  conclusion  I  am  not  unmindful  of  the  authority  granted  the  carn*^r  in  Decision 
No.  7083,  Application  No.  5728,  August  17,  1020,  to  increase  the  entire  fabric  of 
freight  rates,  but  that  authority  was  granted  without  consideration  of  any  specific 
rates,  they  being  subject  to  future  adjustments  as  appeared  necessary.  Clearly  the 
record  in  this  proceeding  shows  that  a  rate  higher  than  70  cents  per  ton  would  at 
this  time  and  for  the  future  be  excessive  and  unreasonable. 

Counsel  for  the  petitioner  alleges  that  the  evidence  does  not  justify 
the  findings  in  the  decision  appearing  on  page  16,  quoted  above,  and  also 
that  the  Commission  had  no  jurisdiction  upon  the  record  to  make  any 
finding  as  to  the  reasonableness  of  a  rate  established  subsequent  to 
the  date  upon  which  the  case  was  submitted,  in  this  instance  being 
August  26, 1920. 

There  is  nothing  in  the  decision  in  this  proceeding  which  in  any  way 
conflicts  with  any  of  the  principles  or  procedures  of  this  Commission  in 
other  cases.  The  recommendations  offered  are  no  different  from  those 
given  in  many  like  proceedings  and  we  fail  to  find  wherein  the  Commis- 
sion was  in  error. 

The  Commission  finds  no  reason  to  change  its  opinion  as  expressed  in 
the  decision,  and  counsel's  contention  is  without  merit. 

The  petition  will  be  denied. 
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ORDER    DENYING    PETITION    FOR    REHEARING    AND    MODIFICATION 

OF  ORDER. 

The  Southern  Pacific  Company  having  filed  petition  for  a  rehearing 
herein,  and  the  Railroad  Commission  finding  that  no  good  reason  exists 
why  a  rehearing  should  be  held,  or  the  order  modified ; 

It  is  hereby  ordered,  that  the  petition  be  and  the  same  is  hereby  denied. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  June,  1921. 


Decision  No.  9102. 
in  the  mat^rkr  of  the  applicatiox  of  western  states  oas 

AND  ELI'X:TRIC  company  for  an  order  AUTHORIZING  THE 
ISSUANCE  OF  BONDS  OF  THE  PAR  VALUE  OF  ONE  HUNDRED 
SEVENTY-NINE   THOUSAND   DOLLARS. 


Application  No,  6863. 
Decided  June  13, 1921. 


(^hickering  and  Orcpory,  by  AJIcn  L.  Ch-icktrinp,  for  Applicant. 

Martin,  Commissiomsr. 

OPINION. 

Western  States  Gas  and  Electric  Company  asks  permission  to  issue 
$179,000  face  value  of  its  first  and  refunding  mortgage  5  per  cent  sinking 
fund  gold  bonds  due  June  1, 1941. 

As  of  April  30,  1921,  Western  States  Gas  and  Electric  Company 
reports  $3,231,000  of  common  and  $2,835,500  of  7  per  cent  preferred 
stock  outstanding.  Its  funded  debt,  in  the  hands  of  the  public,  is 
reported  at  $7,208,500  and  consists  of  $239,000  of  American  River  Elec- 
tric Company  5  per  cent  bonds  due  July  1,  1933 ;  $4,206,500  of  Western 
States  Gas  and  Electric  Company  5  per  cent  bonds  due  June  1,  1941 ; 
$1,199,000  of  Western  States  Gas  and  Electric  Company  6^  per  cent 
notes  due  August  1,  1923,  and  $1,564,000  of  Western  States  Gas  and 
Electric  Company  6  per  cent  notes  due  February  1,  1927.  In  addition, 
the  company  reports  $1,724,000  of  its  bonds  outstanding  as  collateral  to 
secure  the  payment  of  the  $1,199,000  of  6^  per  cent  notes. 

Applicant  reports  in  this  application  and  in  exhibits  attached  to  the 
petition,  that  up  to  April  30,  1921,  it  has  expended  for  plant  extensions, 
additions  and  betterments  the  sum  of  $565,518.27,  which  expenditures 
remain  uncapitalized.  Applicant  is  of  the  opinion  that  it  can  call  upon 
the  trustee  under  its  first  and  refunding  mortgage  to  certify  bonds  in 
the  amount  of  $179,111.98  on  account  of  expenditures  made  up  to  April 
30,  1921.  Applicant  intends  to  issue  and  sell  $179,000  of  the  bonds  at 
not  less  than  77  per  cent  of  their  face  value  and  accrued  interest,  and 
use  the  proceeds  to  reimburse  its  treasury  and  pay  indebtedness. 
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^  The  testimony  shows  that  applicant  is  asking  permission  to  issue 
additional  first  and  refunding  mortgage  bonds  for  the  reason  that  it  has 
been  unable  to  carry  forward  its  financial  plans  as  rapidly  as  it  had 
expected,  and  that  it  does  not  intend  to  go  forward  with  those  plans  until 
it  has  secured  the  necessary  permits  or  licenses  for  the  construction  of 
its  new  hydroelectric  plant  or  plants. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Western  States  Gas  and  Electric  Company  .having  applied  to  the 
Bailroad  Commission  for  authority  to  issue  $179,000  of  bonds,  a  public 
hearing  having  been  held,  and  the  Railroad  Commission  being  of  the 
opinion  that  the  money,  property  or  labor  to  be  procured  or  paid  for  by 
the  issue  of  said  bonds  is  reasonably  required  for  the  purpose  or  purposes 
specified  herein,  and  that  the  expenditures  for  such  purpose  or  purposes 
are  not  in  whole  or  in  part  reasonably  chargeable  to  operating  expenses 
or  to  income ; 

It  is  hereby  ordered,  that  Western  States  Gas  and  Electric  Company 
be  and  it  is  hereby  authorized  to  issue  and  sell  at  not  less  than  77  per  cent 
of  their  face  value  and  accrued  interest,  on  or  before  September  1, 1921, 
$179,000  of  its  first  and  refunding  mortgage  5  per  cent  sinking  fund  gold 
bonds,  due  June  1, 1941. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  proceeds  obtained  from  the  sale  of  the  bonds  herein  authorized 
to  be  issued  and  sold  shall  be  used  by  applicant  to  reimburse  in  part  its 
treasury  because  of  the  expenditures  for  plant  extensions,  additions  and 
betterments  installed  prior  to  April  30,  1921,  and  to  pay  indebtedness 
incurred  for  said  purposes  and  mentioned  in  this  application. 

2.  Western  States  Gas  and  Electric  Company  shall  keep  such  record 
of  the  issue  and  sale  of  the  bonds  herein  authorized,  and  of  the  disposition 
of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the  25th  day  of  each 
month,  a  verified  report  as  required  by  the  Railroad  Commission's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part " 
of  this  order. 

3.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  June,  1921. 
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Decision  No.  9104. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  MATTIK  L.  (iOODWIN  AND 
CIIACE  WEBB,  (M)PARTXEKS  DOING  HTTSINP^SS  IXDEU  THE  FIRM 
NAME  AXD  STYLE  OF  QIINCY  WATER  WORKS.  FOR  ORDER 
APPROVIXU  THE  ISSFAXCE  OF  NOTES  AXD  MORTCiACiES  SECTR- 
IXG  SAME. 


Application  No.  6909. 
Decided  June  14,  1921. 


I .  S.  ^^'l^hb^  for  Applicants. 

I>ovELAM),   Commiifsioncr. 

OPINION. 

Mattie  L.  Goodwin  and  Grace  Webb,  copartners,  doing  business  under 
the  firm  name  and  style  of  Quincy  Water  Works,  ask  permission  to  issue 
notes  of  the  total  face  value  of  $4,000  and  execute  a  mortgage  or 
mortgages  securinj?  the  payment  of  the  notes. 

The  record  shows  that  applicants  are  the  owners  of  a  water  plant  and 
system  used  to  supply  water  to  the  town  of  Quincy  for  domestic  purposes. 
They  have  been  the  owners  of  such  water  plant  and  system  for  some  years 
past.  For  the  purpose  of  paying  for  certain  improvements,  betterments 
and  extensions,  applicants  issued  two  notes,  one  for  $3,000,  the  other 
for  $1,000,  to  B.  F.  Chandler.  At  the  time  these  notes  WTre  issued, 
applicants  were  not  advised  nor  were  they  aware  of  the  fact  that  their 
issue  had  to  be  authorized  by  the  Railroad  Commission.  In  my  opinion, 
the  notes  heretofore  issued  and  the  mortjjages  executed  are  void.  New 
notes  should  be  issued  to  refund  the  indebtedness  represented  by  the 
notes  now  outstanding  and  new  mortgajjes  executed  to  secure  the 
payment  of  the  notes  herein  authorized  to  be  issued. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Mattie  L.  Goodwin  and  Grace  Webb,  copartners,  doing  business  under 
the  firm  name  and  style  of  Quincy  Water  Works,  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  $4,000  face  value  of  notes 
and  execute  a  mortgage  or  mortgages  to  secure  the  payment  of  same,  a 
public  hearing  having  been  held  and  the  Railroad  Commission  being  of 
the  opinion  that  the  money,  property  or  labor  to  be  procured  or  paid  for 
by  such  issue  is  reasonably  required  for  the  purposes  specified  in  this 
order,  and  that  the  expenditures  herein  authorized  are  not  in  whole  or 
in  part  reasonably  chargeable  to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  Mattie  L.  Goodwin  and  Grace  Webb, 
copartners,  doing  business  under  the  firm  name  and  style  of  Quincy 
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Water  Works,  be  and  are  hereby  authorized  to  issue  a  note  or  notes 
having  an  aggregate  face  value  of  $4,000,  and  to  execute  a  mortgage  or 
mortgages  to  secure  the  payment  of  said  note  or  notes,  said  mortgage  or 
mortgages  to  be  substantially  in  the  same  form  as  the  mortgages  filed  in 
this  proceeding  and  marked  Exhibits  *'A"  and  *'B." 

The  authority  herein  granted  is  subject  to  the  following  conditions : 

1.  The  note  or  notes  herein  authorized  to  be  issued  shall  bear  interest 
at  the  rate  of  not  exceeding  7  per  cent  per  annum  and  shall  be  payable 
on  or  before  four  (4)  years  after  date. 

2.  The  note  or  notes  herein  issued  shall  be  issued  for  the  purpose  of 
refunding  the  indebtedness  represented  by  the  $3,000  note  issued  on 
October  19,  1915  to  B.  F.  Chandler  and  by  the  $1,000  note  issued  on 
January  15,  1917  to  B.  F.  Chandler,  it  being  understood  that  the  notes 
heretofore  issued  to  B.  F.  Chandler  will  be  canceled. 

3.  The  authority  herein  granted  to  execute  a  mortgage  or  mortgages 
is  for  the  purpose  of  this  proceeding  only  and  is  granted  in  so  far  as  this 
Commission  has  jurisdiction  under  the  terms  of  the  Public  Utilities  Act 
and  is  not  intended  as  an  approval  of  said  mortgage  or  mortgages  as  to 
such  other  legal  requirements  to  which  such  mortgage  or  mortgages  may 
be  subject. 

4.  The  authority  herein  granted  will  not  become  effective  until  appli- 
cants have  paid  the  fee  prescribed  by  the  Public  Utilities  Act. 

5.  Applicants  shall  file  with  the  Commission  a  verified  report,  as 
required  by  the  Railroad  Commission's  General  Order  No.  24,  which 
order,  in  so  far  as  applicable,  is  made  a  part  of  this  order. 

6.  The  authority  herein  granted  will  apply  only  to  such  note  or  notes 
and  to  such  mortgage  or  mortgages  as  may  be  issued  and  executed  on  or 
before  September  15,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State  ot 
California. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  June,  1921. 
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Decision  No.  9105. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  COLORADO  RIVER  TELE- 
PHONE COMPANY,  A  CORPORATION,  FOR  A  CERTIFICATE  OF 
CONVENIENCE  AND  NECESSITY  TO  CONSTRUC^F  AND  MAINTAIN 
AND  OPERATE  A  TELEPHONE  AND  TELEGRAPH  LINE  FROM 
BLYTHE  TO   NILAND. 

Application  No.  5375. 
IN  THE  MATTER  OF  THE  APPLICATION  OF*COTX)RADO  RIVER  TELE- 
PHONE COMPANY,  A  CORPORATION,  FOR  AN  ORDER  AUTHORIZ- 
ING  THE  ISSUANCE  AND  SALE  OF  STOCK  AND  OF  CORPORATION 
NOTES. 


Application  No.  6083. 
Decided  June  14, 1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

The  Railroad  Commission,  by  Decision  No.  8921,  dated  May  3,  1921, 
having  authorized  Colorado  River  Telephone  Company,  among  other 
things,  to  execute  $20,000  face  value  of  five-year  7  per  cent  secured  notes, 
subject,  among  others,  to  the  condition  that  none  of  the  $20,000  of  notes 
be  issued  until  the  Commission  had  authorized  the  execution  of  a  deed  of 
trust  securing  their  payment,  and  Colorado  River  Telephone  Company 
having  filed  witli  the  Commission  on  June  9,  1921,  a  copy  of  its  proposed 
deed  of  trust  securing  the  payment  of  $20,000  of  five-year  7  per  cent 
notes; 

And  the  Commission  being  of  the  opinion  that  applicant  should  be 
permitted  to  execute  a  deed  of  trust  substantially  in  the  same  form  as 
that  filed ; 

It  is  hereby  ordered,  that  Colorado  River  Telephone  Company  be  and 
it  is  hereby  authorized  to  execute  a  deed  of  trust  substantially  in  the 
same  form  as  the  deed  of  trust  filed  with  the  Commission  in  this  pro- 
ceeding on  June  9,  1921 ;  provided — 

That  the  authority  herein  granted  to  execute  a  deed  of  trust  is  for  the 
purpose  of  this  proceeding  only  and  is  granted  in  so  far  as  this  Commis- 
sion has  jurisdiction  under  the  terms  of  the  Public  Utilities  Act,  and  is 
not  intended  as  an  approval  of  said  deed  of  trust  as  to  such  other  legal 
requirements  to  which  said  deed  of  trust  may  be  subject. 

Tt  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8921,  dated 
May  3,  1921,  shall  remain  in  full  force  and  effect,  except  as  modified  by 
this  first  supplemental  order. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  June,  1921. 
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Decision  No.  9109. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SACR.UIENTO  GAS  COM- 
PANY FOR  PERMISSION  TO  SELL  BONDS  OF  THE  PAR  VALUE  OF 
FOUR  HUNDRED  THOUSAND  DOLLARS  AND  TO  EXECUTE  A 
MORTGAGE  ON  ITS  PROPERTIES. 


Application  No.  1907. 
Decided  June  14,  1921. 


By   the  Commission. 

THIRD  SUPPLEMENTAL  ORDER, 

Whereas,  the  Railroad  Coraraission  by  Decision  No.  2898,  dated 
November  13,  1915,  as  amended,  authorized  Sacramento  Gas  Company 
to  issue  and  sell  $400,000  of  its  first  mortgage  bonds,  subject  to  the 
condition,  among  others,  that  at  least  $57,470  of  the  proceeds  from  the 
sale  of  such  bonds  be  expended  only  upon  further  orders  of  the  Railroad 
Commission;  and 

Whereas,  the  Railroad  Commission  by  Decisions  No.  4383,  No.  4782 
and  No.  6304  in  Application  No.  2990,  authorized  Sacramento  Gas  Com- 
pany to  invest  $24,000  of  said  $57,470  in  United  States  government  bonds 
and  notes  and  to  deposit  such  l)onds  and  notes  so  purchased  with  Anglo- 
California  Trust  Company,  trustee,  and  to  add  the  interest  thereon  to 
the  unexpended  balance  of  the  proceeds  from  the  sale  of  said  $400,000  of 
bonds ;  and 

Whereas,  Sacramento  Gas  Company  reports  that  there  is  on  deposit 
with  the  trustee  an  unexpended  balance  of  such  proceeds  of  $4,880.42, 
including  accumulated  interest,  and  $24,000  invested  in  United  States 
government  securities,  a  total  of  $28,880.42 ;  and 

Whereas,  applicant  reports,  in  statements  filed  with  the  Commission 
on  June  4,  1921,  that  it  has  expended,  from  income,  from  June  30,  1917, 
to  April  30,  1921,  for  capital  additions,  the  sum  of  $37,878.04,  after 
deducting  credits  and  retirements,  which  has  not  been  reimbursed  by  the 
issue  of  bonds ;  and 

Whereas,  applicant,  because  of  such  expenditures,  asks  permission  to 
use  the  $28,880.42  to  finance,  in  part,  the  cost  of  such  capital  additions ; 
and 

It  appearing  to  the  Railroad  Commission  that  applicant's  request 
should  be  granted ;  now,  therefore ; 

It  is  hereby  ordered,  that  Sacramento  Gas  Company  be  and  it  is  hereby 
authorized  to  use  the  $28,880.42  now  on  deposit  with  the  trustee  and 
consisting  of  $4,880.42  of  proceeds  from  the  sale  of  bonds  authorized  by 
said  Decision  No.  2898,  dated  November  13,  1915,  plus  accumulated 
interest,  and  $24,000  of  such  proceeds  invested  in  United  States  govem- 
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ment  securities,  to  reimburse  its  treasury  for  moneys  expended  from 
income  for  additions  and  betterments  described  in  statements  filed  with 
the  Commission  on  June  4, 1921. 

It  is  hereby  further  ordered,  that  the  orders  in  Decision  No.  2898, 
dated  November  13,  1915,  as  amended,  and  in  decisions  in  Application 
No.  2990,  shall  remain  in  full  force  and  effect,  except  as  modified  by  this 
third  supplemental  order. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  June,  1921. 


Decision  No.  9111. 

IN  THE  MATTER  OF  THE  ArPLlCATION  OF  BEXU'IA  WATER  COM- 
PANY. A  CORPORATION,  FOR  AN  EMERGENCY  RATE  FOR  WATER 
FURNISHED  TO  THE  CITY  OF  BENICIA  AND  ITS   INHABITANTS. 


Application  No.  5570. 
Decided  June  18, 1921. 


By  the  Commission. 

FIRST   SUPPLEMENTAL   ORDER    FOR   TERMINATION    OF    EMERGENCY 

RATE.  . 

Whereas,  the  Commission  by  its  prior  order  herein  made  the  twenty- 
seventh  day  of  May,  1920,  Decision  No.  7637,  fixed  and  prescribed  the 
rates  to  be  thereafter  charged  and  collected  by  the  applicant  as  an 
emergency  rate,  which  the  Commission  found  to  be  reasonable  during  an 
emergency  due  to  shortage  of  water  supply,  and  which  rates  were 
required  by  said  order  to  be  continued  in  effect  until  the  further  order 
of  this  Commission ;  and 

Whereas,  pursuant  to  said  prior  order  of  the  Commission  herein 
applicant  has  caused  to  be  filed  with  this  Commission  monthly  financial 
statements  showing  revenues  received  from  the  sale  of  water  each  month 
under  said  emergency  rates,  together  with  a  statement  showing  the 
amount  of  revenue  which  the  company  would  have  received  from  the  sale 
of  water  under  the  regular  rates  of  the  company ;  and  it  appearing  there- 
from that  the  amount  of  revenue  received  by  the  applicant  under  said 
emergency  rates  in  excess  of  the  amount  which  applicant  would  have 
realized  under  the  rates  theretofore  in  effect  has  been  sufficient  to  defray 
the  excess  costs  of  service  due  to  said  emergency,  and  that  the  necessity 
for  said  emergency  rates  no  longer  exists;  now,  therefore,  good  cause 
appearing. 

It  is  hereby  ordered,  that  upon  the  termination  of  the  operating  month 
of  June,  1921,  the  emergency  rates  fixed  and  prescribed  by  the  Cora- 
mission's  prior  order  herein,  Decision  No.  7637,  shall  be  suspended  and 
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thereafter  applicant  shall  charge  and  collect  its  regular  rates  in  accord- 
ance with  the  schedules  filed  by  it  with  this  Commission  on  May  1, 1914, 
and  June  11,  1915. 

The  effective  date  of  this  order  is  hereby  fixed  and  designated  as  the 
first  day  of  July,  1921. 

Dated  at  San  Francisco,  California,  this  eighteenth  day  of  June,  1921. 


Decision  No.  9121. 

IN  THE  MATTER  OP  THE  APPLICATION  OF  SAN  DIEGO  CONSOLI- 
DATED GAS  AND  ELECTRIC  COMPANY  FOR  AN  ORDER  AUTHOR- 
IZING IT  TO  CREATE  A  BONDED  INDEBTEDNESS  IN  THE 
AUTHORIZED  SUM  OF  FII«^Y  MILLION  DOLLARS,  TO  ENTER  INTO 
A  MORTGAGE  OR  DEED  OF  TRUST  FOR  THE  PITRPOSE  OF  SECUR- 
ING THE  SAME,  TO  ISSUE  AND  SELL  BONDS  OF  SAID  INDEBTED- 
NESS, WHEN  CREATED,  OF  THE  PAR  VALUE  OP  TWO  MILLION, 
SEVEN  HUNDRED  FIRTY  THOUSAND  DOLLARS,  AND  TO  ISSUE 
AND  SELL  PREFERRED  STOCK  OP  THE  PAR  VALUE  OF  THREE 
HUNDRED  TWENTY-FIVE  THOUSAND  DOLLARS ;  AND  FURTHER 

IN  THE  MATTER  OF  THE  APPLICATION  OP  SAN  DIEGO  GAS  AND 
ELECTRIC  COMPANY  TO  ISSUE  STOCK  OF  THE  PAR  VALUE  OF 
THREE  HUNDRED  DOLI^\RS,  AND  TO  EXECUTE  THE  ABOVE 
MENTIONED  MORTGAGE  OR  DEED  OF  TRITST  JOINTLY  ^VlTlI 
SAN  DIEGO  CONSOLIDATED  GAS  AND  ELECTRIC  COMPANY,  AND 
TO  EXECIITE  A  LEASE  OF  ALL  ITS  PROPERTY  TO  SAN  DIEGO 
CONSOLIDATED   GAS    AND    ELECTRIC   COMPANY. 


Application  No.  6744. 
Decided  June  20, 1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission,  by  Decision  No.  8956,  dated  May  9, 
1921,  authorized  San  Diego  Consolidated  Gas  and  Electric  Company  to 
issue  and  sell  $2,750,000  of  bonds,  subject,  among  others,  to  the  conditions 
that  none  of  the  bonds  be  delivered  until  the  Railroad  Commission  has 
authorized  the  execution  of  a  mortgage  or  deed  of  trust  securing  the 
payment  of  the  bonds  and  that  none  of  the  proceeds  be  expended  except 
for  such  purposes  as  the  Railroad  Commission  may  authorize ;  and 

Whereas,  applicants  in  their  supplemental  application,  filed  May  23, 
1921,  ask  permission  to  execute  a  mortgage  or  deed  of  trust  substantially 
in  the  same  form  as  that  filed  in  this  proceeding  and  marked  Exhibit 
No. '  *  1 "  supplemental ;  and 

Whereas,  San  Diego  Gas  and  Electric  Company  asks  authority  to  lease 
its  properties  to  the  San  Diego  Consolidated  Gas  and  Electric  Company 
and  San  Diego  Consolidated  Gas  and  Electric  Company  ask  permission 
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to  use  $827,500  of  the  proceeds  from  the  sale  of  bonds,  the  issue  of  which 
the  Commission  authorized  in  Decision  No.  8956,  dated  May  9,  1921,  to 
redeem  debentures  and  use  $556,079.51  to  reimburse  its  treasury  and 
finance  construction  expenditures  incurred  to  March  31, 1921 ;  and 

The  Commission  being  of  the  opinion  that  applicants'  request  should 
be  granted ; 

It  is  hereby  ordered,  that  San  Diego  Consolidated  Gas  and  Electric 
Company  and  San  Diego  Gas  and  Electric  Company  be  and  they  are 
hereby  authorized  to  execute  a  mortgage  or  deed  of  trust  substantially 
in  the  same  form  as  the  mortgage  or  deed  of  trust  filed  in  this  proceeding 
on  May  23, 1921,  and  marked  Exhibit  No. ' '  1 "  supplemental ;  provided — 

That  the  authority  herein  granted  to  execute  a  mortgage  or  deed  of 
trust  is  for  the  purpose  of  this  proceeding  only  and  is  granted  in  so  far  as 
this  Commission  has  jurisdiction  under  the  terms  of  the  Public  Utilities 
Act,  and  is  not  intended  as  an  approval  of  said  mortgage  or  deed  of  trust 
as  to  such  other  legal  requirements  to  which  such  mortgage  or  deed  of 
trust  may  be  subject. 

It  is  hereby  further  ordered,  that  San  Diego  Gas  and  Electric 
Company  and  San  Diego  Consolidated  Gas  and  Electric  Company  be 
and  they  are  hereby  authorized  to  execute  a  lease  substantially  in  the 
same  form  as  the  lease  attached  to  the  first  supplemental  petition  filed 
in  the  above  entitled  matter  and  marked  applicant's  Exhibit  No.  **2." 

It  is  hereby  further  ordered,  that  San  Diego  Consolidated  Gas  and 
Electric  Company  be  and  it  is  hereby  authorized  to  use  $827,500  of  the 
proceeds  obtained  from  the  sale  of  bonds,  the  issue  of  which  is  authorized 
by  Decision  No.  8956,  dated  May  9,  1921,  to  pay  debentures  which  have 
been  called  for  payment  or  for  the  purpose  of  paying  obligations  incurred 
to  redeem  the  debentures,  and  to  use  $556,079.51  of  the  proceeds  from 
the  sale  of  said  bonds  to  finance  construction  expenditures  not  otherwise 
capitalized  and  made  by  San  Diego  Consolidated  Gas  and  Electric  Com- 
pany to  and  including  March  31,  1921,  all  as  more  particularly  set  forth 
in  this  application. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8956, 
dated  May  9,  1921,  shall  remain  in  full  force  and  effect,  except  as 
modified  by  this  first  supplemental  order. 

Dated  at  San  Francisco,  California,  this  twentieth  day  of  June,  1921. 
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Decision  No.  9122. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  CALIFORNIA 
EDISON  COMPANY.  A  CORPORATION,  FOR  AN  ORDER  AUTHOR- 
IZING IT  ,TO  ISSUE  AND  SELL  ONE  HUNDRED  THOUSAND 
SHARES  OF  ITS  COMMON  CAPITAL  STOCK  OF  THE  PAR  VALUE 
OF  ONE  HUNDRED  DOLLARS  EACH. 


Application  No.  6426. 
Decided  June  21,  1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission,  by  Decision  No.  8579,  dated 
January  24,  1921,  authorized  Southern  California  Edison  Company  to 
issue  and  sell,  at  $90  per  share,  100,000  shares  ($10,000,000)  of  its 
common  capital  stock ;  and 

Whereas,  the  Railroad  Commission,  by  its  sixth  supplemental  order 
(Decision  No.  8999)  in  Application  No.  5312,  authorized  applicant  to 
place  the  proceeds  derived  from  the  sale  of  stock,  authorized  to  be  issued 
and  sold  by  orders  in  Applications  No.  2743,  No.  4790  and  No.  5312,  in 
the  same  fund  with  those  derived  from  the  sale  of  stock  under  said 
Decision  No.  8579  and  to  expend  not  exceeding  $6,099,260.69  of  the 
money  paid  into  such  fund  to  finance  in  part  construction  expenditures 
made  prior  to  December  1,  1920;  and 

Whereas,  applicant,  in  its  first  supplemental  application  filed  in  the 
above  entitled  matter,  reports  that  from  December  1,  1920  to  April  30, 
1921,  it  has  expended  on  capital  account  the  sum  of  $5,058,860.56 ;  and 

Whereas,  applicant  asks  permission  to  use  $5,058,860.56  of  the 
proceeds  obtained  or  to  be  obtained  from  the  sale  of  stock  authorized 
by  decisions  in  Applications  No.  2743,  No.  4790,  No.  5312  and  in  this 
proceeding,  to  reimburse  itself  for  such  expenditure ;  and 

It  appearing  to  the  Commission  that  applicant's  request  should  be 
granted  and  that  the  expenditures  herein  authorized  are  not  in  whole  or 
in  part  reasonably  chargeable  to  operating  expenses  or  to  income; 
now,  therefore; 

It  is  hereby  ordered,  that  Southern  California  Edison  Company  be 
and  it  is  hereby  authorized  to  use  not  exceeding  $5,058,860.56  of  the 
proceeds  from  the  sale  of  stock  authorized  by  decisions  in  Applications 
No.  2743,  No.  4790,  No.  5312  and  No.  6426,  to  finance  the  cost  of  the 
plant  extensions,  additions  and  betterments  referred  to  in  the  first 
supplemental  application  in  the  above  entitled  matter. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8579, 
dated  January  24,  1921,  and  in  Decision  No.  8999,  dated  May  21,  1921, 
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shall  remain  in  full  force  and  eflPect,  except  as  modified  by  this  first 
supplemental  order. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  June, 
1921. 


Decision  No.  9124. 
in  the  matter  of  the  application  of  pacific  gas  and  elec- 
tric COMPANY,  A  CORPORATION,  AND  MOUNT  SHASTA  POWER 
CORPORATION,  A  CORPORATION,  BT>R  AN  ORDER  OF  THE  RAIL- 
ROAD COMMISSION  OF  THE  STATE  OF  CALIFORNIA,  AUTHORIZ- 
ING THE  EXECUTION  OF  A  MORTtiAGE  AND  THE  ISSUANCE  OF 
BONDS. 


Second  Supplemental  Application  No.  6387. 
Decided  June  21,  1921. 


By  the  Commission. 

FOURTH  SUPPLEMENTAL  ORDER. 

Whereas,  Pacific  Gas  and  Electric  Company  reports  that  it  has  sold  at 
93.5  per  cent  of  their  face  value  phis  accrued  interest  the  $10,000,000 
of  first  and  refunding  mortgage  7  per  cent  twenty-year  bonds  authorized 
to  be  issued  by  Decision  No.  8446,  dated  December  20,  1920,  as 
amended,  and  has  received  from  such  sale  the  sum  of  $9,350,000  and  the 
further  sum  of  $88,479.24  as  accrued  interest ;  and 

Whereas,  the  Railroad  Commission  by  Decision  No.  8898,  dated 
April  26,  1921,  authorized  Pacific  Gas  and  Electric  Company  to  use  the 
$88,479.24  obtained  from  the  sale  of  its  bonds  and  representing  accrued 
interest  on  said  bonds,  to  pay  part  of  the  first  semiannual  installment 
of  interest  on  said  bonds,  and  further  authorized  the  use  of  $2,211,033.69 
of  the  said  $9,350,000  to  reimburse  the  Pacific  Gas  and  Electric  Com- 
pany on  account  of  advances  made  to  Mount  Shasta  Power  Corporation 
and  by  the  latter  expended  from  April  30,  1917,  to  and  including 
December  31,  1920,  for  the  acquisition  of  lands,  rights-of-way  and  other 
property  and  for  the  construction  of  hydroelectric  plants,  electric 
transmission  lines  and  works  necessary  for  use  in  connection  therewith, 
all  as  more  particularly  set  forth  in  said  Decision  No.  8898,  dated 
April  26,  1921 ;  and 

Whereas,  applicants  through  the  Mount  Shasta  Power  Corporation 
are  plH)ceeding  with  their  Pit  River  development  and  the  construction 
of  hydroelectric  plants  in  connection  with  such  development;  and 

Whereas,  Pacific  Gas  and  Electric  Company  and  Mount  Shasta  Power 
Corporation  in  Exhibit  *'C,"  attached  to  the  second  supplemental 
petition  filed  in  the  above  entitled  matter,   report  the  unexpended 
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balances  of  the  ** General  Manager's  Authorizations''  in  connection  with 
the  Pit  River  development  at  $13,656,012.34,  which  authorizations  have 
been  examined  by  the  engineering  department  of  the  Commission  and 
are  believed  to  be  reasonable ;  and 

Whereas,  Pacific  Gas  and  Electric  Company  in  Exhibit  **C"  and 
Exhibit  '*D"  filed  in  Application  No.  6585  reports  estimated  expendi- 
tures of  $6,702,113.83  (no  part  of  which  are  included  in  the 
$13,656,012.34  mentioned  in  the  preceding  paragraph),  of  which 
amount,  assuming  all  to  be  a  proper  charge  to  capital  account,  the  Com- 
mission has  heretofore  in  Decision  No.  8802,  dated  March  28,  1921, 
authorized  $4,735,337.74  to  be  financed  through  the  issue  of  stock, 
leaving  $1,966,776.09,  against  wiiich  the  Commission  has  not  authorized 
the  issue  of  any  stock  and  bonds ;  and 

Whereas,  applicants  ask  permission  to  use  the  remaining  proceeds, 
$7,138,966.31,  from  the  sale  of  the  $10,000,000  of  bonds  to  finance 
permanently  in  part  through  reimbursement  or  by  direct  payment  the 
estimated  expenditures,  $13,656,012.34,  reported  in  Exhibit  '*C" 
attached  to  second  supplemental  petition  in  Application  No.  6387,  and 
$1,966,776.09  of  the  estimated  expenditures  reported  in  Exhibits  **C" 
and  **D"  filed  in  Application  No.  6585 ; 

And  the  Commission  being  of  the  opinion  that  applicants'  request 
should  be  granted  subject  to  the  conditions  of  this  order ;  now,  therefore  j 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  8446,  dated 
December  30,  1920,  as  amended,  be  and  it  is  hereby  modified  so  as  to 
permit  the  use  of  $7,138,966.31  of  the  proceeds  obtained  from  the  sale 
of  the  $10,000,000  of  first  and  refunding  mortgage  7  per  cent  twenty- 
year  bonds,  the  issue  of  which  is  authorized  by  said  decision,  to  reimburse 
Pacific  Gas  and  Electric  Company  on  account  of  advances  to  Mount 
Shasta  Power  Corporation  and  expended  since  December  31,  1920,  or 
hereafter  to  be  expended  by  said  Mount  Shasta  Power  Corporation  for 
the  acquisition  of  lands,  rights  of  way  and  other  property  and  for  the 
construction  of  hydroelectric  power  plants,  electric  transmission  lines 
and  works  necessary  for  use  in  connection  therewith  pursuant  to  and 
in  accordance  with  the  ** General  Manager's  Authorizations"  listed  and 
described  in  Exhibit  **C"  attached  to  the  second  supplemental  petition 
in  the  above  entitled  matter ;  and  permit  Pacific  Gas  and  Electric  Com- 
pany to  pay  the  cost  of  acquiring  and  constructing  additions,  better- 
ments and  improvements  described  in  the  ** General  Manager's  Authori- 
zations" listed  and  described  in  the  statements  marked  Exhibit  **C" 
filed  in  Application  No.  6585  and  additions,  betterments  and  improve- 
ments described  in  Exhibit  *'D"  filed  in  Application  No.  6585; 

Provided,  that  said  $7,138,966.31  be  used  to  finance  permanently  only 
the  cost  of  such  properties,  plants  and  appurtenances  as  are  properly 
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chargeable  to  capital  accounts  as  defined  in  the  classifications  of  accounts 
prescribed  and  adopted  by  the  Railroad  Commission. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8448, 
dated  December  20,  1920,  as  amended,  and  the  order  in  Decision  No. 
8802,  dated  March  28,  1921,  shall  remain  in  full  force  and  effect,  except 
as  modified  by  this  fourth  supplemental  order. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  June, 
1921. 


Decision  No.  9125. 

IN  THE  MATTER  OF  THE  APPTJCATION  OF  PACIFIC  GAS  AND  ELEC- 
TRIC COMPANY,  A  CORPORATION,  FOR  AN  ORDER  OJ  THE  RAIL- 
ROAD COMMISSION  FIXING  FAIR  AND  REASONABLE  RATES  FOR 
GAS  SUPPLIED  TO  ITS  CONSUMERS. 


Application  No.  6108. 
Decided  June  21,  1921. 


Legal  Technicalities. — Urgin.!?  to  prevent  full  cousideration  and  carrying  out  of 
justice,  not  looked  upon   with  favor. 

Rate  of  Retcrn — Taxes. — From  a  .strictly  l'*j;al  standpoint  state  taxes  to  be 
included  in  the  estimate  of  -^osis  jniglit  fairly  be  7^  per  cent  of  the  preceding 
year's  revenue,  less  uncollectible  bills.  This  amount  should  from  a  practical 
standpoint  be  increased  to  equal  7^  per  cent  of  the  revenue  which  would  have 
been  received  from  the  business  of  that  year  at  the  increased  rates. 

Rate  of  Retubn — Special  Compensation. — Applicant  not  entitled  to  special  com- 
pensation for  favorable  oil  contract,  as  company  is  expected  tc  use  good  busi- 
ness judgment. 

Rate  of  Return — Reimbiiksement. — Applicant  allowed  reimbursement  for  increase 
in  price  of  oil  from  date  of  filing  application.  Thi?  deficit  since  September  11, 
1920.  amounts  to  $192,.S:iO. 

Rate  of  Return. — ^Differential  in  cost  of  gas  and  oil  established  at  2  to  3i  cents 
per  M  cubic  ft*et  of  gas  to  every  10  cents  per  barrel  variaiion  in  cost  of  oil. 

f\  P,  Cutlcu,  for  Applicant. 

John  J.  Daileyj  for  City  and  County  of  San  Francisco. 

Archer  Boicdcn,  for  City  of  San  Jose. 

C.  K,  iKirkhrid€j  for  City  of  San  Mateo. 

W.  K.  tiimpaony  for  City  of  Fresno. 

Harry  E.  Brown,  for  City  of  Sacramento. 

C  W,  Byrnes,  for  City  of  San  Rafael. 

Leon  P.  iiray,  for  City  of  Oakland. 

Frank  V.  Cornish,  for  City  of  Berkeley. 

By  the  Commission. 

OPINION  ON  PETITION   FOR  REHEARING. 

The  cities  of  San  Francisco,  Oakland,  Fresno,  Sacramento,  San  Jose, 

Berkeley,  Alameda,  Richmond,   Chico,  Petaluma,  Vallejo,   Piedmont, 

Los  Gatos,  San  Leandro,  Oroville,  Napa,  San  Mateo,  El  Cerrito  and 

Emeryville  have  filed  petitions  for  rehearing,  alleging  certain  errors 
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in  this  Commission's  Decision  No.  8813  in  the  above  entitled  matter 
rendered  March  31,  i;)21.  Petitioners  allege,  first,  that  Application 
No.  G108  should  not  have  l)een  considered,  as  it  dealt  largely  with 
questions  of  errors  claimed  by  the  company  to  have  been  made  by  the 
Commission  in  its  previous  Decision  No.  7877  in  Applications  Nos.  5275 
and  5278,  and  that,  therefore,  Pacific  Gas  and  Electric  Company  should 
have  filed  a  petition  for  rehearing  if  it  desired  these  matters  recon- 
sidered ;  second,  that  it  does  not  appear  to  petitioners  that  in  Decision 
No.  8813  any  consideration  was  given  to  the  relation  of  revenue  and 
operating  costs  as  applying  to  the  various  districts  served ;  third,  that 
it  appears  to  petitioners  that  in  estimating  the  basis  of  the  rates  fixed 
the  Commission  had  estimated  gross  revenue  for  1920  and  operating 
expenses  for  1921,  and  that  the  Commission's  decision  is  erroneous  and 
not  based  on  proper  conclusions  drawn  from  the  evidence  submitted; 
fourth,  that  in  determining  whether  the  company  will  earn  a  reasonable 
return  for  1921  the  gross  revenue  and  operating  expenses  for  that  year 
should  be  considered.  The  cities  of  Oakland  and  San  Francisco  further 
allege  that  Decision  No.  8813  discriminates  against  consumers  in  those 
cities  in  that  the  factors  considered  as  causing  a  reduction  in  the  return 
to  the  company  do  not  in  their  opinion  increase  the  cost  per  thousand 
cubic  feet  in  the  same  degree  as  other  districts  served.  Petitioners 
request  that  the  effective  date  of  Decision  No.  8813  be  suspended  and 
set  aside  and  that  a  rehearing  be  had.  The  Commission,  under  date  of 
April  11,  1921,  ordered  that  the  effective  date  of  said  decision  be 
extended  for  the  period  of  the  pendency  of  the  application  for 
rehearing. 

Hearing  upon  the  petition  for  rehearing  was  held  before  the  Com- 
mission en  banc  on  April  25,  1921,  at  which  time  argument  was  sub- 
mitted by  petitioners  for  rehearing  relative  to  the  justification  of  their 
request  and  the  matter  relative  to  the  question  of  a  rehearing  has  been 
submitted. 

The  first  reason  urged  by  petitioners  for  rehearing,  that  Pacific  Gas 
and  Electric  Company  should  have  filed  petition  for  rehearing  in 
Applications  Nos.  5275  and  5278,  Decision  No.  7787,  rendered  by  this 
Commission  in  July,  1920,  was  originally  urged  in  connection  with 
Application  No.  6108  .and  fully  considered  by  the  Commission  in 
Decision  No.  8813,  and  it  does  not  appear  necessary  to  further  consider 
this  matter  except  to  point  out  that  the  Railroad  Commission's  aim  is 
to  render  justice  to  all  concerned  and  that  the  urging  of  a  legal  techni- 
cality to  prevent  the  full  consideration  of  the  matter  and  the  carrying 
out  of  justice  is  not  looked  upon  with  favor  by  this  Commission. 

Relative  to  other  points  urged  in  the  filed  petitions  for  rehearing, 
it  appears  from  the  discussion  at  the  hearing  in  this  matter  and  from  a 
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further  consideration  of  the  decision  by  the  petitioners,  that  the  points 
urged  by  the  petitioners  as  to  whether  consideration  was  given  to  the 
revenue  and  costs  in  the  diflerent  districts,  and  that  the  basis  of 
estimate  by  the  Commission  and  the  method  used  were  not  justified 
by  the  facts,  were  apparently  based  upon  a  lack  of  information  and 
careful  study  of  the  decision  before  the  petition  w^as  filed.  We  see  no 
reason  for  the  granting  of  a  rehearing  or  reconsideration  of  the  matter 
on  these  grounds. 

At  the  hearing  in  the  petition  for  rehearing  it  was  further  urged 
that  the  Commission  had  erred  in  the  method  used  in  computing  state 
taxes  to  be  included  in  the  estimate  of  expense.  This  point  we  believe 
justifies  careful  consideration  and  is  the  only  point,  in  our  opinion, 
raised  which  would  justify  the  petition. 

The  present  method  of  state  taxation  applicable  to  gas  corporations, 
such  as  Pacific  Gas  and  Electric  Company,  is  in  legal  theory  a  property 
tax,  but  the  measure  of  the  tax  is  computed  on  a  gross  income  basis. 
The  state  tax,  which  becomes  a  lien  upon  the  company's  property  in 
March,  1921,  is  computed  at  7^  per  cent  of  the  gross  revenue  received 
from  the  business  for  1920.  It  is  therefore  apparent  that,  barring  a 
modification  of  the  rate  of  taxation  downward,  a  complete  doing  away 
with  the  present  basis  of  taxation,  or  the  discontinuance  of  the  business 
as  a  public  utility,  the  gross  revenue  in  one  year  places  an  obligation 
upon  the  company  to  pay  7^  per  cent  of  that  amount  to  the  state 
during  the  succeeding  fiscal  year. 

Where  a  company's  revenue  continually  increases,  as  applicant's 
has  done,  computations  will  show  that  the  amount  due  in  July  of  each 
year  is  less  than  the  amount  which  would  be  estimated  on  the  accrual 
basis  heretofore  used  for  the  year  in  question,  so  that  an  amojnt  will 
accumulate  in  any  such  reserve  equivalent  to  the  tax  rate  times  the 
growth  in  gross  revenue.  In  case  of  a  reducing  gross  revenue,  the 
reduced  revenue  must,  under  the  proposed  plan  of  petitioners,  bear  a 
heavier  burden,  and,  in  general,  under  such  conditions  the  greater  ta/c 
may  become  serious  from  the  standpoint  of  the  utilities. 

We  can  not  agree  with  petitioners  that  the  installments  actually 
paid  in  any  calendar  year  represent  the  correct  amount  to  be  allowed 
in  determining  rates.  In  view  of  the  fact  that  in  determining  working 
cash  capital  of  a  utility  taxes  are  not  included  and  should  therefore 
be  accrued  before  being  paid,  and,  further,  that  the  taxes  due  in  July 
become  a  lien  on  the  property  in  March  of  the  same  year,  the  minimum 
tax  allowance  would  be  the  amount  which  becomes  a  lien  on  the 
company's  property  in  March  of  each  year.  From  a  strictly  legal 
standpoint  we  believe  that  the  state  taxes  to  be  included  in  the  estimate 
of  costs  in  Decision  No.  8813  might  fairly  be  7^  per  cent  of  the  pre- 
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ceding:  year's  revenue,  less  uncollectible  bills.  This  amount  sliould, 
from  a  practical  standpoint,  be  increased  to  equal  T.J  per  cent  of  the 
revenue  which  would  have  been  received  from  the  business  of  that  year 
at  the  increased  rates  as  it  is  apparent  in  fixing  rates  for  the  future  that 
an  increase  in  rates  continued  will  in  the  second  year  increase  the.  unit 
amount  of  taxes. 

The  estimate  of  state  taxes  in  Table  No.  Ill  in  Decision  No.  881*^ 
should,  on  the  above  basis,  be  reduced  $79,000  and  the  estimate  of 
Federal  taxes  increased  $7,900,  making  a  net  reduction  of  $61,100. 

Since  rendering  Decision  No.  8813,  and  also  since  the  submission  of 
the  argument  for  rehearing,  there  occurred  on  May  13,  1921,  a  reduc- 
tion of  25  cents  per  barrel  in  the  cost  of  oil.  An  order  reopening  the 
proceeding  has  been  made,  a  hearing  held  and  evidence  introduced  on 
this  point.  Petitioners  urge  that  this  reduction  should  be  taken  into 
consideration.  Pacific  Gas  and  Electric  Company  urges  that  due  to 
the  delay  in  this  proceeding  and  in  general  the  unavoidable  delay  in 
getting  relief  in  the  case  of  increased  costs  of  operation  in  the  form  of 
higher  rates,  it  has  had  to  absorb  over  $400,000  during  the  past  year  in 
increased  oil  cost;  that  during  the  past  several  years  it  has  purchased 
oil  at  below  the  market  price,  all  of  which  saving  has  gone  to  the  public ; 
that  in  addition  to  the  fact  that  in  1920  it  failed  to  earn  the  return  found 
reasonable  by  approximately  $700,000  the  consumers  received  gas  based 
on  a  cost  of  oil  15  cents  per  barrel  below  the  market  price  or  totaling 
$212,000,  and  that  even  if  the  increased  rates  should  be  made  effective 
for  the  last  seven  months  of  1921,  it  would  still  earn  for  the  year  1921, 
less  than  the  Commission  has  found  a  reasonable  return.  It  is  urged 
that  the  rates  to  be  put  in  effect  and  continued  even  with  a  reduced 
price  of  oil  until  the  deficits  of  1918  to  1921  are  recouped. 

It  is  urged  by  J.  J.  Dailey,  representing  the  City  and  County  ol 
San  Francisco,  that  no  consideration  should  be  given  in  this  proceeding 
to  deficits  from  any  source  incurred  prior  to  the  Commission's  Decision 
No.  7877,  dated  July  14, 1920,  as  the  question  of  possible  reimbursement 
for  such  deficits  was  a  subject  before  the  Commission  in  that  proceeding 
and  was  therein  passed  upon.  It  is  suggested  by  Mr.  Dailey,  however, 
that  it  would  be  only  fair  to  applicant  to  give  consideration  to  com- 
pensating applicant  for  the  increase  in  price  of  oil  effective  since  July, 
1920,  which  was  not  considered  in  the  rates  fixed  in  Decision  No.  7877. 
This  increase  amounted  to  12  cents  per  barrel  and,  for  the  period  that 
it  was  in  effect,  totaled  approximately  $236,000. 

The  cost  of  oil  is  a  large  part  of  the  cost  of  gas  service,  representing 
approximately  40  per  cent  of  the  total  charge.  It  is  practically 
impofifflble  to  forecast  what  the  price  of  oil  will  be.  Sudden  changes 
in  oil  prices  may  so  affect  the  earnings  of  the  utility  as  to  require 
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immediate  change  in  rates  or  result  in  serious  loss  to  the  company  or  in 
unfair  rates  to  the  consumer.  Under  tlie  method  heretofore  followed, 
delay  resultinj^  from  necessary  hearinj?s  has  caused  loss  of  earnings  to 
the  gas  companies  and  has  in  certain  instances  affected  their  credit. 
The  future  price  of  oil  apparently  is  more  problematical  than  at  any 
time  in  the  past.  The  last  change  was  a  reduction  of  25  cents  per  barrel 
and  it  is  possible  that  either  further  reductions  may  be  made  or  increases 
again  put  in  effect.  We  believe  it  advisable  to  establish  if  possible  a 
procedure  whereby  changes  in  rates  with  the  change  in  the  price  of  oil 
may  be  made  without  the  delay  necessary  with  formal  hearings.  Such 
a  method  is  urged  by  certain  of  the  utilities  and  has  been  followed  by 
Commissions  in  other  states.  A  study  of  the  Public  Utilities  Act  relative 
to  this  matter  leads  to  the  conclusion  that  a  procedure  whereby  the  rates 
might  be  fixed  so  as  to  vary  with  the  price  of  oil  will  be  in  accordance 
with  the  Act. 

Applicant  urges  that  it  has  failed  to  earn  the  return  found  reason- 
able by  the  Commission  due  to  the  lag  between  the  increase  in  price  of 
oil  and  the  time  rates  have  been  fixed  and  that  the  company  should  have 
a  chance,  with  possible  reducing  costs,  to  make  up  the  deficits  heretofore 
incurred.  If  the  method  of  varying  the  rates  immediately  upon  the 
change  in  the  price  of  oil  is  put  into  effect  it  is  apparent  that  applicant 
can  not  make  up,  through  the  lag  in  the  reducing  of  rates,  the  deficits 
below  a  reasonable  return  heretofore  incurred  due  to  increases  in  oil 
costs.  In  view  of  this  fact  it  appears  just  and  equitable  to  allow  appli- 
cant to  collect  during  the  coming  year  suflBcient  to  reimburse  it  for  the 
increase  in  price  of  oil  since  July,  1920,  not  reflected  in  the  rates  now  in 
effect. 

We  are  not  convinced  that  applicant  is  entitled  to  more  than  a  fair 
return  because  it  is  purchasing  oil  below  the  market  price.  A  company 
the  size  of  applicant  is  expected,  if  it  receives  a  reasonable  return,  to 
exercise  good  business  judgment,  and  the  present  favorable  contract 
would  not  we  believe  justify  special  compensation. 

We  can  not  agree  with  Mr.  Dailey's  suggestion  of  reimbursement  for 
increase  of  oil  costs  since  July,  1920,  not  accounted  for  in  existing  rates, 
amounting  to  $236,500,  nor  with  applicant's  request  for  reimbursement 
for  deficits  below  the  reasonable  return  for  1918  to  1921  inclusive.  It  is 
our  opinion  that  applicant  is  reasonably  entitled  to  reimbursement  for 
the  deficit  resulting  from  increase  in  price  paid  for  oil  of  12  cents  per 
barrel  from  and  after  September  11,  1920,  being  the  date  of  filing  this 
application.  This  deficit  since  September  11,  1920,  amounts  to 
approximately  $192,830. 

Applicant  will  be  authorized  herein  to  collect,  commencing  with  the 
effective  date  of  this  order,  the  sum  of  2  cents  per  thousand  cubic  feet 
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under  Schedules  Nos.  1,  3,  4,  5,  6,  7,  8  and  9  for  such  time  thereafter  as 
will  be  necessary  for  the  collection  of  a  total  sum  of  $192,830,  this  to 
represent  reimbursement  for  the  eost  of  oil  not  heretofore  covered  as 
above  specified.  Schedule  No.  2  already  includes  the  necessary  provision 
whereby  the  rate  is  automatically  varied  with  changes  in  the  price  of  oil. 
Analysis  of  the  operations  of  applicant's  eighteen  gas  plants  shows 
that  the  differential  in  the  cost  of  gas  per  thousand  sold  varies  from 
approximately  2  cents  per  10  cents  variation  in  the  price  of  oil  in  the 
San  Francisco  and  Alameda  districts  to  3^  cents  in  one  of  the  smallest 
communities,  the  average  variation  in  the  cities  of  Sacramento  and 
Fresno  being  approximately  2.4  cents,  and  for  the  districts  listed  under 
Schedule  No.  8,  3.0  cents.  Schedule  No.  2  has  heretofore  contained  an 
oil  clause  by  which  the  rate  was  based  on  the  price  of  oil  from  time  to 
time.  It  is  impracticable  to  make  a  different  rate  of  change  per  change 
in  price  of  oil  in  the  several  communities  listed  under  a  given  schedule. 
A  uniform  rate  of  variation  under  each  schedule  which  will  approxi- 
mate the  average  change  per  given  10  cents  change  in  price  of  oil  will 
be  made.  We  find  the  following  changes  in  the  price  of  gas  per  10  cents 
change  in  the  price  of  oil  to  be  reasonable : 

Change  in  Cost  of  Gas  per  1000  Cubic  Feet  Sold  with  10  Cents  per  Barrel  Change  In 

Cost  of  Oil. 

Schedule  G-l.  San   Francisco-Alameda  districts 2      cents  per  M  cubic  feet  sold 

Schedule  G-2.  City  of  Palo  Alto 2      cents  per  M  cubic  feet  sold 

Schedule  G-3.  Fresno  and  Sacramento  districts 2.4  cents  per  M  cubic  feet  sold 

Schedule  G-4.  Peninsula  district  and  Alameda  rural 

district   2.2  cents  per  M  cubic  feet  sold 

Schedule  G-5.  Vallejo    2..'>  cents  i)ci   M  cubic  feet  sold 

Schedule  G-ll  Marin    district    2..5  cents  i)er  M  cubic  feet  sold 

Schedule  G-7.  Cities  of  Chico,  Marj-sville,  Yuba 
City,   Napa,    Santa   Hosa,   Petaluma 

and   adjacent   territory 2.8  cents  i)er  M  cubic  feet  sold 

Schedule  G-8.  Cities  of  Colusa,  Oroville,  Wood- 
land, Davis,  Nevada  City,  Grass 
Valley,  Redding,  Red  BluflF,  Wil- 
lows, Los  Gatos  and  adjacent  terri- 
tory   3      cents  per  M  cubic  feet  sold 

Schedule  G-l>.  City    of     San     Jose     and    adjacent 

territory    2.2  cents  per  M  cubic  feet  sold 

The  reduction  in  the  price  of  oil  of  25  cents  per  barrel  to  applicant 
is  equivalent  to  an  average  reduction  in  the  cost  of  gas  of  5.1  cents  per 
1000  cubic  feet  sold,  and  when  modified  to  account  for  the  resultant 
reduction  in  the  tax  estimate  will  equal  5.55  cents  per  1000  cubic  feet 
sold,  or  a  total  on  the  annual  basis  used  in  Decision  No.  8813  of  $595,000 
of  the  total  increase  authorized  of  $840,000  per  annum,  or  7.8  cents  per 
1000  cubic  feet. 

The  following  sets  forth  a  revision  of  Table  No.  Ill  in  Decision 
No.  8813  based  on  the  present  cost  of  oil  to  applicant  and  state  taxes 
revised  as  heretofore  set  forth.    Federal  income  tax  is  estimated  to  be 
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the  amount  which  would  be  paid  on  the  income  heretofore  found 
reasonable  : 

Pacific   Gas  and    Electric   Company — Gas   Department. 
Estimates  of  Revenue  and  Expenses  Under  Existing  Rates — 1920  Basis. 

Gas   sales,   M   cubic   feet :. $10,775,000 

Gross    revenue    11,070,000 

Expenses : 

Maintenance    ^ 700.000 

Oil  • 3,sno,ooo 

Other  exi)ense,   including   eleetric  energy 2,700,000 

General  administration J]09,000 

Taxes    930,000 

Fire  and  casualty  insurance 47,050 

Uncollectible  bills .Sa,000 

Total   expense $8,571,050 

Balance  for  depreciation  and   return $3,098,050 

Comparable  amount  found  to  be  reasonable  in  Decisions  Nos.  7787  and 

881;.    $3,2aS,53ii 

Deficit  below  amount  found  reasonable $139,586 

The  reduction  in  the  price  of  oil  of  25  cents  per  barrel  makes  necessary 

a  modification  In  the  schedules  heretofore  fixed  in  Decision  No.  8813. 

A  segregation  is  made  of  the  smaller  communities  in  view  of  the  fact 

that  under  the  higher  price  of  oil  heretofore  in  effect  it  was  not  possible 

in  these  districts  to  allow  a  reasonable  return  upon  the  investment. 

With  the  reduction  in  oil  price,  however,  and  the  change  in  the  method 

of  applying  rates  to  account  for  the  variation  in  the  price  of  oil,  the 

changes  herein  made,  which  will  allow  a  somewhat  greater  return  in  the 

smaller  communities,  are  found  just  and  reasonable.    In  the  order 

herein  the  schedules  as  set  forth  are  based  upon  prices  of  oil  as  in  effect 

at  the  various  plants  on  June  1,  1921. 

San    Francisco   $1  fi8  per  barrel 

Alameda  County 1  OS  per  barrel 

Sacramento  and  Fresno 1  97  per  barrel 

Vallejo 1  76  per  barrel 

San   Rafael   1  78  per  barrel 

Chico    2  21  per  barrel 

Marysville    2  08  per  barrel 

Napa 1  78  per  barrel 

Santa  Rosa 1  97  per  barrel 

Colusa 2  29  per  barrel 

Oroville    2  S3  per  barrel 

Nevada  City  2  91  per  barrel 

Redding    2  34  per  barrel 

Red  Bluflf 2  34  per  barrel 

Willows    2  29  per  barrel 

Los   Gatos   2  23  per  barrel 

San  Jose  2  08  per  barrel 
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The  variable  charges  as  set  forth  in  the  schedules  are  to  apply  in  case 
the  price  of  oil  increases  above  or  decreases  below  the  prices  above. 

ORDER. 

The  cities  of  San  Francisco,  Oakland,  Fresno,  Sacramento,  San  Jose, 
Berkeley,  Alameda,  Richmond,  Chieo,  Petahima,  Vallejo,  Piedmont, 
Los  Gatos,  San  Leandro,  Oroville,  Napa,  San  Mateo,  El  Cerrito  and 
Emeryville  having  applied  for  a  rehearing  in  the  above  entitled  matter, 
hearing  having  been  held  for  the  submission  of  argument  on  the  question 
of  rehearing  and  further  hearing  having  been  held  for  the  introduction 
of  evidence  relative  to  the  change  in  the  price  of  oil,  and  the  matter  now 
being  submitted  and  ready  for  decision : 

The  Railroad  Commission  hereby  finds  as  a  fact  that  the  rates 
heretofore  fixed  in  Decision  No.  8813  should  be  modified  to  conform  with 
the  schedules  herein  set  forth ;  that  the  rates  herein  set  forth  are  just 
and  reasonable  rates  to  be  charged  by  Pacific  Gas  and  Electric  Company. 

It  hereby  further  finds  as  a  fact  that  it  is  just  and  reasonable  that 
Pacific  Gas  and  Electric  Company  collect  from  its  consumers  in  addition 
to  the  rate  schedules  herein  set  forth,  except  Schedule  No.  2,  the  sum  of 
2  cents  per  1000  cubic  feet  until  such  time  as  it  has  been  reimbursed 
by  the  amount  of  $192,830. 

Basing  its  order  on  the  foregoing  findings  of  fact  and  on  the  other 
findings  of  fact  contained  in  the  opinion  which  precedes  this  order  and 
the  other  findings  of  fact  set  forth  in  Decision  No.  8813  as  modified 
herein ; 

It  is  hereby  ordered,  that  Pacific  Gas  and  Electric  Company  be  and 
the  same  is  hereby  authorized  to  charge  and  collect  for  gas  service 
rendered  in  the  various  communities  served,  based  upon  all  regular 
meter  readings  taken  on  and  after  the  first  day  of  August,  1921,  the 
following  schedules : 

Schedule  GM. 
Character  of  service. 

Gas  of  an  average  heating  value  of  550  British  thermal  units  per  cubic  foot  will 
be  supplied  under  this  schedule  for  light,  heat  and  power  service. 
Territory, 

This  rate  applies  in  the  city  and  county  of  San  Francisco,  and  to  the  following 
localities  within  the  Alameda  County  district :  Alameda,  Albany,  Berkeley,  Emery- 
ville, Oakland,  Piedmont  and  contiguous  suburban  territory. 
Rate.     On  the  basis  of  monthly  consumption  of  gas  per  meter. 

^1  07  per  1000  cubic  feet  for  the  first  10,000  cubic  feet 
90  per  1000  cubic  feet  for  the  next  20,000  cubic  feet 
IK)  per  1000  cubic  feet  for  the  next  40,000  cubic  feet 
85  per  1000  cubic  feet  for  the  next  SlXOOO  cubic  feet 
80  i)er  1000  cubic  feet  for  the  next  ir)0,000  cubic  feet 
75  per  1000  cubic  feet  for  all  over  300,000  cubic  feet 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  2  cents  per 
lOOO  cubic  feet  for  each  10  cents  increase  or  decrease  resi)ectively  in  the  cost  of 
oil  above  or  l)elow  the  price  paid  for  oil  effective  on  June  1,  1921  upon  approval 
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of    the    Railroad    Commission   of    tlie    State    of    California.     Cliange    to   be    to    the 
nearest  one  cent. 
Minimvm  charge. 

Minimum  monthly  charge  for  domestic  service  for  flats  and  apartments  where 
four  (4)  or  more  motors  are  continuously  sorvod  in  one  location  and  on  one  service, 
70  cents  per  meter. 

Minimum  monthly  charge  for  domestic  and  commercial  service  other  than  the 
above,  SO  cents  per  meter. 

Schedule  6-2. 
Character   of   service. 

On  the  basis  of  monthly  consumption  of  gas  as  measured  at  the  point  of  delivery 
to  the  city  of  Palo  Alto  at  or  near  the  compression   tanks  of  the  city.     Gas  will 
be  of  approximately  530  British  thermal  units  per  cubic  foot. 
Territory, 

This  rate  applies  only  to  gas  sold  at  wholesale  to  the  city  of  Palo  Alto. 
Rate. 

$0  62  per  1000  cubic  feet  for  the  first  5,000,000  cubic  feet  per  month. 

40  per  1000  cubic  feet  for  all  over  5,000,000  cubic  feet  per  month, 

plus  2  cents  per  1000  cubic  feet  for  all  gas  consumed  for  each  10  cents 

per  barrel  that  the  average  price  of  oil  at  the  Potrero  plant  of  the 

company  exceeds  $1  per  barrel. 

Terms    and    conditions. 

A  cubic  foot  of  gas  is  hereby  defined  as  that  volume  of  gas  occupying  the  simce 
of  one  cubic  foot  at  a  temperature  of  sixty  ((50)  degrees  Fahrenheit,  and  at  a 
pressure  of  four  inches  of  water  above  atmospheric  pressure,  the  atmospheric  pres- 
sure being  taken  at  the  pressure  equivalent  to  a  thirty-inch  column  of  mercury. 

Schedule  G-S'. 
Character  of  service. 

(Jas  of   an   average   heating  value  of  570  British    thermal   units   per   cubic   foot 
will  be  applied  under  this  schedule  for  light,  heat  and  power  service. 
Territory. 

This  rate  applies  to  the  following  localities:  City  of  Sacramento  and  suburbs, 
city  of  Fresno  and  suburbs. 

Rate.     On  the  basis  of  monthly  consumption  per  meter. 
$0  SO  for  the  first  500  cubic  feet  or  less 
1  32  per  1000  cubic  feet  for  the  next     4,.500  cubic  feet 
1   15   per  1000  cubic  feet   for  the  next     5,000  cubic  feet 
1  00  for  1000  cubic   feet   for  the  next  10,000  cubic  feet 
90   for  KXJO  cubic   feet   for   all   over  20,000  cubic  feet 
The   above  rates  are  subject   to   increase   or  decrease  on  the  basis  of  2.4  cents 
l>er  1000  cubic  feet  for  each  10  cents  increase  or  decrease  respectively   in   the  cost 
of  oil  above  or  below  the  price  paid  for  oil  effective  on  June  1.  11)21  upon  approval 
of    the    Railroad    Commission    of    the    Stale    of   California.     Change    to   be    to    the 
nearest   one   cent. 

Schedule  G-4. 
Character  of  service. 

(I'as   of   an   average    heating   value   of   approximately   5:55   British    thermal    units 
per    cubic    foot    will    be    supplied   under    this    schedule    for    light,    heat   and    power 
service. 
Territory. 

This  rate  applies  to  the  following  localities : 

(1)  Within  the  Alameda  County  district,  Hay  ward,  San  Leandro,  Richmond 
and  contiguous  suburban  territory. 

(2)  Within  the  Redwood  district,  Daly  City,  Burlingame,  Hillsborough,  Redwood 
City,  San  Mateo,  South  San  Francisco  and  contiguous  suburban  territory. 

This  rate  does  not  apply  to  gas  served  in  the  city  of  Palo  Alto  for  redistribution. 
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Rate.     On  the  basis  of  monthly  consumption  per  meter. 
$0  SO  per  the  first  500  cubic  feet  or  less 
1  35  per  1000  cubic  feet  for  the  next     4.500  cubic  feet 
1  20  per  1000  cubic  feet  for  the  next     5,000  cubic  feet 
1  05  per  1000  cubic  feet  for  the  next  10,000  cubic  feet 
95  per  1000  cubic  feet  for  the  next  20,000  cubic  feet 
90  per   1000  cubic   feet   for  all   over  40,000  cubic  feet 
The  above  rates  are  subject   to  increase  or  decrease  on   the  basis  of  2.2  cents 
per  lOOO  cubic  feet  for  each  10  cents  increase  or  decrease  respectively  in  the  cost 
of   oil    above   or    below    the    price    paid    for   oil    effective    on    June    1,    1921    upon 
approval   of   the  Railroad   Commission   of   the   State   of  California.     Change  to   be 
to   the   nearest  one  cent. 

Schedule  G-5. 
Character  of  service. 

Gas  of  an  average  heating  value  of  570  British  thermal   units  per  cubic  foot 
will  be  supplied  under  this  schedule  for  light,  heat  and  power  service. 
Tfirritory, 

This  rate  applies  to  the  following  localities :  City  of  Vallejo  and  suburbs. 
Rate.     On   the  basis  of   monthly   consumption   per  meter. 
|0  80  for  the  first  400  cubic  feet  or  less 
1  55  per  1000  cubic  feet  for  the  next     4.600  cubic  feet 
1  20  per  1000  cubic  feet  for  the  next     5.000  cubic  fcpt 
1  00  per  1000  cubic  feet  for  the  next  10.000  cubic  feet 
90   per   3000  cubic   feet   for   all   over  20,000  cubic  feet 
The   above   rates  are  subject   to  increase   or  decrease  on   the   basis  of  2.5  cents 
per  1000  cubic  feet  for  each  10  cents  increase  or  decrease,  respectively  in  the  cost 
of  oil  above  or  below  the  price  paid  for  oil  effective  on  June  1,  1921  upon  approval 
of   the   Railroad    Commission   of    the    State   of   California.     Change    to    be    to   the 
nearest  one  cent. 

Schedule  G-6. 
Character  of  service. 

Gas  of  an  average  heating  value  of  570  British   thermal   units  per  cubic   foot 
will   be   supplied  under   this  schedule   for  light,   heat   and   power  service. 
Territory. 

This  rate  applies  to  the  following  localities  within  Marin  district :  San  Rafael, 
San  Anselmo,  Fairfax,  Ross,  Kentfield,  Larkspur,  San  Quentin  and  contiguous 
suburban  territory. 

Rate.     On   the   basis  of  monthly   consumption  per   meter. 
$0  80  for  the  first  400  cubic  feet  or  less 
1  80  per  1000  cubic  feet  for  the  next     4,G0O  cubic  feet 
1  :i0  per  1000  cubic  feet  for  the  next     5,000  cubic  feet 
1   10  per  1000  cubic  feet  for  the  next  lO.OOO  cubic   feet 
95  per  1000  cubic  feet  for  all   over  20,000  cubic  feet 
The  above   rates  are  subject   to   increase   or  decrease  on    the   basis  of  2.5  rents 
per  1000  cubic  feet  for  each  10  cents  increase  or  decrease  respectively  in  the  cost 
of  oil  above  or  below  the  price  paid  for  oil  effective  on  June  1,  1921  upon  approval 
of    the   liailroad    Commission    of    the    State   of    California.     Change    to    be    to    the 
rearest  one  cent. 

Schedule  G-7. 
i.'haractcr  of  service. 

Cias  of  an  average   heating  value  of  570   British   thermal   units  per  cubic   foot 
will   be  8upi)lied  under   this   schedule   for   light,   heat   and   power  service. 
Territory. 

This  rate  applies   in    the   following   localities:    Cliico  district — city   of  Chico   and 
suburbs:  city  of  Marysville,  Yuba  ('ity  and  suburbs.     Napa  district — city  of  Napa 
and    suburbs.     Petaluma    district — city    of    retalumn    and    suburbs.     Santa    Rosa 
tlistrict — Santa    Rosa,    Sebastopol    and   contiguous   suburban    territory. 
Rate.     On    the   basis   of   monthly   consumption   per   meter. 
|;i  00  for  the  first  500  cubic  feet  or  less 
1  80  per  1000  cubic  feet  for  the  next     4,500  cubic  feet 
1  40  per  1000  cubic  feet  for  the  next     5,000  cubic  feet 
1  15  per  1000  cubic  feet  for  the  next  10,000  cubic  feet 
1  00  per  1000  cubic  feet   for  all   over  20,000  cubic  feet 
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The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  2.8  cents 
per  1000  cubic  feet  for  each  10  cents  increase  or  decrease  respectively  in  the  cost 
of  oil  above  or  below  the  price  paid  for  oil  effective  on  June  1,  1921  upon  approval 
of  the  Railroad  Commission  of  the  State  of  California.  Change  to  be  to  the 
nearest  one  cent. 

Schedule  G-8. 
Character  of  service. 

Gas  of  an  average  heating  value  of  570  British   thermal   units  per  cubic   foot 
will  be  supplied  under  this  schedule  for  light,  heat  and  power  service. 
Territory. 

This  rate  applies  in  the  following  localities:  City  of  Colusa  and  suburbs,  city  of 
Oroville,  Orovista  and  suburbs.  Nevada  district — Grass  Valley.  Nevada  City  and 
suburbs.  Northern  district — Redding  and  suburbs.  Red  Bluff  and  suburbs.  Willows 
and  suburbs.  City  of  Los  Gatos  and  suburbs.  City  of  Woodland  and  suburbs. 
City  of  Davis. 

Rate.     On  the  basis  of  monthly  consumption  per  meter. 
$1  00  for  the  first  500  cubic  feet  or  less 
1  85  per  1000  cubic  feet   for   the   next     4,500  cubic  feet 
1  50  per  1000  cubic  feet  for  the  next     5,000  cubic  feet 
1  20  per  1000  cubic  feet  for  the  next  10,000  cubic  feet 
1  10  per   1000  cubic   feet   for  all   over   20,000  cubic  feet 
The   above   rates   are   subject   to   increase   or  decrease   on   the   basis   of   3  cents 
per  lOCO  cubic  feet  for  each  10  cents  increase  or  decrease  respectivwiy  in  the  cost 
of  oil  above  or  below  the  price  paid  for  oil  effective  on  June  1,  1021  upon  approval 
of    the    Railroad    Commission    of   the    State   of   California.     Change    to    be    to    the 
nearest  one  cent. 

Schedule  G-9. 
Character  of  sen-ice. 

Gas  of  an  average  heating  value  of  approximately  540  British  thermal  units 
per  cubic  foot  will  be  supplied  under  this  schedule  for  light,  heat  and  power  service. 
Territory. 

This  rate  applies  in  the  city  of  San  Jose  and  suburbs. 
Rate.     On  the  basis  of  monthly  consumption  per  meter. 
$0  80  for  the  first  500  cubic  feet  or  less 
1  30  per  1000  cubic   feet  for  the   next     4,500  cubic  feet 
1  10  per  1000  cubic  feet  for  the  next     5,000  cubic  feet 
1  00  per  1000  cubic  feet  for  the   next  10,000  cubic  feet 
90  per  1000  cubic  feet   for  all   over  20,000  cubic  feet 
The  above  rates  are  subject  to  increase  or  decrease  on   the  basis  of  2.2  cents 
per  lOCO  cubic  feet  for  each  10  cents  increase  or  decrease  respectively  in  the  cost 
of  oil  above  or  below  the  price  paid  for  oil  effective  on  June  1,  1921  upon  approval 
of    the    Railroad    Commission    6t    the    State   of   California.     Change    to    be    to    the 
nearest  one  cent. 

It  is  hereby  further  ordered,  that  in  case  of  a  reduction  in  the  price 
paid  for  oil,  the  Pacific  Gas  and  Electric  Company  shall  file  within  ten 
days  thereafter  an  affidavit  setting  forth  the  new  price  paid  for  oil  and 
shall  thereafter,  upon  supplemental  order  of  the  Commission  in  this 
proceeding,  charge  the  reduced  rates  as  determined  under  the  schedules 
herein  set  forth. 

It  is  hereby  further  ordered,  that  should  at  any  time  an  increase  in 
price  paid  for  oil  occur,  applicant  may,  after  filing  affidavit  of  such 
increase  and  receiving  a  supplemental  order  from  this  Commission  so 
authorizing,  charge  the  increase  in  rates  as  determined  under  the 
schedules  herein  set  forth. 

It  is  hereby  further  ordered,  that  Pacific  Gas  and  Electric  Company 
be  and  the  same  is  hereby  authorized  to  charge  and  collect^  in  addition 
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to  the  schedules  of  rates  herein  set  forth,  a  charge  of  2  cents  per  thousand 
cubic  feet  for  all  gas  sold  based  upon  meter  readings  taken  on  and  after 
the  first  day  of  August,  1921,  until  such  time  as  it  has  collected  there- 
under the  total  sum  of  $192,830. 

It  is  hereby  further  ordered,  that  Pacific  Gas  and  Electric  Company 
shall  file  with  the  Commission  on  or  before  August  1,  1921,  the  schedules 
or  rates  and  charges  herein  set  forth. 

It  is  hereby  fnrtJter  ordered,  that  Pacific  Gas  and  Electric  Company 
shall  file  with  the  Commission  on  or  before  September  20,  1921,  and  on 
or  before  the  twentieth  day  of  each  month  thereafter,  a  statement  show- 
ing the  total  gas  sales  during  the  preceding  calendar  month  as  long  as 
it  is  collecting  the  additional  charge  of  2  cents  per  1000  cubic  feet 
herein  authorized. 

It  is  hereby  furtJier  ordered,  that  the  petitions  for  rehearing  filed  by 
the  cities  of  San  Francisco,  Oakland,  Fresno,  Sacramento,  San  Jose, 
Berkeley,  Alameda,  Richmond,  Chico,  Petaluma,  Vallejo,  Piedmont, 
Los  Gatos,  San  Leandro,  Oroville,  Napa,  San  Mateo,  El  Cerrito  and 
Emeryville  be,  and  the  same  are,  hereby  denied. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  June, 
1921. 


Decision  No.  9127. 

IN  THE  MATTER  OF  THE  APPLUWTION  OF  SOT'TIIEUX  COT'XTIES 
GAS  COMPANY  OF  (CALIFORNIA  FOR  ATTTHORITY  TO  INCREASE 
ITS  RATES  FOR  ARTIFICIAL  GAS  SUPPLIED  TO  THE  CITY  OF 
SANTA  BARBARA  AND  UNINCORPORATED  COALMUNITY  IN  THE 
COUNTY    OF    SANTA    BARBARA. 


Supplemental  Application  No.  5234. 
Decided  June  21,  1921. 


LeRoy  M,  Edtcards,  for  Southern  Counties  Gas  (^ompauy  of  C^alifornia 
W.  P.  Butcher,  for  the  City  of  Santa  Barbara. 

Brunoige,   Commissioner. 

OPINION. 

Southern  Counties  Gas  Company  of  California,  hereinafter  referred 
to  as  applicant,  has  asked  for  authority  to  increase  its  rates  for  artificial 
gas  supplied  in  the  city  of  Santa  Barbara  and  the  unincorporated  com- 
munity in  Santa  Barbara  County  served  by  it.  It  further  reijuests 
that  the  rates  for  this  service  be  established  upon  the  basis  of  the  cost 
of  oil  in  such  a  manner  that  without  the  expense  or  delay  of  a  formal 
hearing  the  rates  may  be  increased  or  decreased  as  the  cost  of  oil  rises 
or  falls.     In  support  of  its  request  applicant  alleges  that  the  present 
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rates  established  in  Decision  No.  7483  were  based  upon  the  cost  of  oil 
at  $2.22  per  barrel ;  that  due  to  a  combined  increase  of  freight  charges 
and  the  price  of  oil  the  total  cost  of  oil  has  been  increased  to  $2.46 
per  barrel  f.o.b.  Santa  Barbara;  that  this  increase  in  the  cost  of  oil 
will  necessitate  an  increase  in  rate  of  6.57  cents  per  M  cubic  feet  of 
gas  sold. 

In  its  petition  applicant  sets  forth  a  schedule  of  rates  which  it  urges 
will  be  required  under  the  conditions  existing  at  the  time  the  petition 
was  filed. 

This  supplemental  application  was  filed  August  19,  1920.  At  that 
time  the  Joint  Committee  on  Efficiency  and  Economy  of  Gas  of  the 
Railroad  Commission  of  the  State  of  California,  who  under  the  authority 
of  the  Railroad  Commission  has  been  conducting  a  series  of  tests  at 
the  gas  plant  in  Santa  Barbara,  was  contemplating  a  reduction  of  the 
heating  value  of  the  gas  manufactured.  This  reduction  in  quality  of 
gas  was  expected  to  effect  a  saving  in  the  production  costs  sufficient  to 
balance  the  increase  in  cost  of  oil  mentioned  by  the  company  in  its 
application.  A  hearing  was  not  then  held.  Upon  subsequent  appeal 
of  the  company  claiming  that  there  were  further  increases  in  the  cost 
of  operation  a  hearing  was  held  on  March  28,  1921,  and  evidence  taken. 
At  this  hearing  applicant  introduced  a  comprehensive  exhibit,  setting 
forth  certain  data  and  dis(!USsions  pertinent  to  the  matter  of  rates  and 
urged  further  that  it  be  allowed  a  rate  of  return  based  upon  the  cost  of 
service  shown  in  its  exhibit  and  sufficient  to  amortize  its  accrued  deficit 
over  a  reasonable  period;  that  the  recent  increase  in  state  taxes  be 
included  in  calculating  taxes,  and  that  data  relative  to  the  cost  of 
money  as  submitted  in  Application  No.  6068  be  considered  in  evidence 
and  the  rate  of  return  based  thereon. 

It  was  further  requested  that  the  Commission  in  fixing  the  rates 
prescribe  the  heating  value  of  the  gas  to  be  served  if  different  from 
the  existing  standard. 

The  city  introduced  four  exhibits  relative  to  the  present  cost  of  gas, 
the  nature  of  gas  service,  and  petitions  protesting  against  any  increase 
in  rates. 

It  was  stipulated  that  the  Commission's  engineers  would  file  a  report 
of  analysis  of  the  company's  exhibits  within  twenty  days  after  the  hear- 
ing ;  that  the  city  of  Santa  Barbara  should  have  thirty  days  to  file  a  reply 
to  the  applicant's  exhibits;  that  exhibits  in  Application  No.  6068  and  in 
previoiLs  proceedings  in  Application  No.  5234  be  considered  as  evidence 
in  this  proceeding  as  well  as  other  data  before  the  Commission  relevant 
to  this  proceeding,  and  that  briefs  be  filed  by  attorneys  upon  the  legal 
questions  involved  in  the  matter  of  a  rate  based  upon  the  cost  of  oil 
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and  subject  to  automatic  modification  witli  the  fluet nations  of  the  cost 
of  oil.  It  was  requestexJ  that  a  report  be  made  to  the  Coiiimission  of 
service  conditions  found  at  the  addresses  of  each  complainant  testifying 
at  the  hearing.  Such  reports  and  briefs  have  been  filed.  This  pro- 
ceeding is,  therefore,  now  ready  for  decision. 

The  present  rates  were  established  by  Decision  No.  7483  in  the 
original  Application  No.  5234  and  became  effective  April  27, 1920.  They 
were  expected  to  yield  a  gross  revenue  of  $1.44  per  thousand,  and  pro- 
vide, after  depreciation,  an  8  per  cent  return  upon  a  rate  base  of 
$723,313.58.  The  estimates  found  reasonable  for  the  year  1920  were 
an  average  of  5080  consumers  with  gas  sales  of  207,050  M  cubic  feet, 
and  the  cost  of  oil  at  $2.22  per  barrel  f  .o.b.  Santa  Barbara. 

The  service  rendered  by  the  company  during  the  past  year  w^as  the 
subject  of  testimony  of  several  consumers.  The  greater  part  of  the 
unsatisfactory  service  was  due  to  obnoxious  fumes  from  gas  resulting 
from  excessive  amount  of  sulphur  in  the  gas  and  causing  serious  dis- 
comfort and  inconvenieuce  to  consumers.  This  sulphur  was  in  the  form 
commonly  spoken  of  as  ** organic  sulphur,''  consisting  of  sulphur  com- 
pounds which  can  not  be  readily  removed  from  the  gas.  The  gradual 
increase  in  the  amount  of  these  compounds  in  the  gas  was  apparently 
due  to  the  fact  that  the  residuum  oil  which  is  used  for  gas  manufacture 
had  been  subjected  to  greater  distillation  processes  than  formerly,  or 
that  the  crude  oil  itself  might  actually  have  contained  more  sulphur. 
Studies  are  being  made  to  find  an  economical  method  for  the  removal 
of  ** organic  sulphur"  from  the  gas,  but  for  the  present  the  only  prac- 
tical plan  is  to  substitute  for  the  gas  making  an  oil  of  lower  sulphur 
content. 

To  overcome  the  bad  sulphur  condition  applicant  has  had  to  purchase 
oils  of  less  sulphur  content  at  a  material  increase  in  cost. 

The  rate  base  used  in  Decision  No.  7283  was  the  historical  reproduction 
cost  of  the  operative  properties  as  of  December  31,  1919,  to  which  was 
added  an  estimate  of  net  additions  and  betterments  for  the  first  six 
months  of  1920.  The  rate  base  to  be  used  in  this  proceeding  is  the  same 
historical  reproduction  cost  as  of  December  31,  1919,  to  which  has  been 
added  the  actual  net  additions  and  betterments  made  during  1920  and 
an  estimate  of  one-half  of  the  amount  that  will  be  added  in  1921.  The 
total  rate  base  and  depreciation  annuity  used  in  this  proceeding  are 
shown  in  Table  I. 
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Table  I. 

Southern   Counties    Gas   Company,   Santa    Barbara    District:    Summary   of   IHistorical 
Cost  and   Depreciation  Annuity,   1921. 


nutorlcal 
co0tnew 

Annuity 

6  per  cent 

8«n  Franclaco 

basis 

Organization  and  franchise 

$670  OU 

7.385  77 

267,237  00 

9,220  16 

426^026  37 

48,269  00 

Land  

Production  __ 

$4,716  24 

Transmission       -         -  __    

250  00 

Distribution 

13,426  16 

Working  casli  capital,  materials  and  supplies 

Total  rate  base - -  , 

1774,676  04 

$19,117  18 

The  actual  sendout  and  sales  of  gas  for  1920  were  280,949  M  cubic 
feet  and  226,723  M  cubic  feet  respectively.  It  has  been  estimated  that 
the  sendout  for  1921  will  be  295,680  M  cubic  feet  and  the  sales  244,180 
M  cubic  feet. 

The  estimated  sales  are  based  on  the  service  of  an  average  quality  of 
gas  of  540  B.t.u.  per  cubic  foot  as  compared  with  the  former  standard 
of  570.  Assistant  Chief  Engineer  L.  S.  Ready  of  the  Commission  reports 
that  during  the  coming  year  the  average  heat  content  of  gas  produced 
at  the  plant  under  the  Committee's  tests  will  be  approximately  that 
quality. 

The  following  statement  of  expenses,  revenue  and  net  return  under 
present  rates  as  set  forth  in  Table  II,  has  been  compiled  after  a  careful 
study  of  the  evidence  submitted.  In  preparing  the  estimate  of  operating 
expenses,  consideration  has  been  given  to  reduction  of  wages  at  present 
in  effect  and  also  to  the  increased  cost  of  oil.  The  price  of  oil  obtaining 
at  the  time  of  filing  this  application  was  $2.46  per  barrel.  However, 
since  that  time  applicant  has  been  obliged  to  pay  an  increased  price  for 
oil  of  low  sulphur  content,  which  is  required  in  order  to  overcome  the 
serious  trouble  from  obnoxious  sulphur  fumes  which  have  previously 
existed.  The  estimated  average  cost  of  this  quality  of  oil  at  the  time  of 
the  hearing  was  $2.79  per  barrel,  but  since  the  submission  of  this  matter 
there  has  been  a  reduction  in  the  price  of  25  cents  per  barrel,  which  has 
})een  taken  account  of  herein. 

Table  1 1. 

Southern    Counties   Gas    Company:    Summary   of   Operating   Statistics,    Revenue   and 

Expenses;  Estimated  for  Year  1921  Under  Present  Rates^ — Santa  Barbara  District. 

Cost  of  oil   per  barrel   $2  54 

Gas  sales— M  cubic  feet 244,280 

Average  revenue  per  M   (present  rate)    $1  4095 

(Jross  revenue  from  gas  sales $344,292  00 

Revenue — other 3,450  00 

Total    revenue    $347,744  00 
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Production    expense — oil     $153,707  0(> 

Production    expense — other    41,840  (X> 

TransmisKJon    exi>ense    3,700  00 

Distribution    expense    27,iHX)  00 

Commercial    expense    1S,(»45  00 

(Jenerai  expense  16,787  00 

State  and  franchise  tax 24,093  00 

Uncollectible  accoants 695  00 

Total    operating   expenses    $287,617  (K) 

Depreciation     19,117  00 

Total    $306,734  00 

Net   revenue   $41,010  00 

Rate  of  return ; 5.29  per  cent 

The  rates  proposed  in  applicant's  petition  contemplated  an  average 
increase  of  6.57  cents  per  thousand  cubic  feet.  Since  the  filing  of  the 
application  other  factors  have  arisen  which  seriously  affect  the  cost  of 
service.  The  net  additional  increase  in  the  cost  of  oil  is  8  cents  per 
barrel,  which  results  in  a  further  increase  in  the  cost  of  gas  of  2  cents 
per  thousand  cubic  feet.  State  taxes  have  increased  from  5.6  per  cent 
to  7.5  per  cent  of  the  gross  revenue,  thereby  further  increasing  the  cost 
of  gas  by  2.5  cents,  or  a  total  increase  for  both  oil  and  taxes  of  4.5  cents 
per  thousand  cubic  feet  sold. 

Applicant  urges  that  it  be  granted  a  greater  rate  of  return  than  8 
per  cent  owing  to  the  higher  cost  of  the  money  which  it  has  invested  in 
the  property  since  the  same  was  purchased.  The  cost  of  money 
invested  during  the  past  three  years  has  been  considerably  in  excess  of 
that  prior  thereto.  In  view  of  this  fact  the  Commission  has  found  it 
reasonable  in  a  number  of  cases  to  authorize  a  higher  rate  of  return  than 
the  8  per  cent  found  reasonable  prior  to  the  war  period.  This  has  been 
justified  especially  in  view  of  the  necessity  of  continued  extension  of 
system  by  the  utilities.  On  the  basis  of  allowing  applicant  an  8  per  cent 
return  on  the  property  invested  prior  to  1919  and  9  per  cent  upon 
additions  since  that  date,  I  find  that  a  reasonable  return  to  applicant 
where  good  service  is  rendered  should  be  S^  per  cent. 
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The  following  table  shows  the  operating  expenses,  revenne  and  return 
upon  which  the  rates  herein  e^stablished  are  calculated : 

Table  III. 

Southern   Counties  Gas   Company:   Summary  of  Operating   Statistics,    Expenses  and 

Revenue;   Showing   Rate   per  Thousand   Cubic  Feet  Required; 

Estimated  for  Year   1921— Santa   Barbara   District. 

Cost  of  oil  per  barrel $2  54 

Operating  expenses   2*J2,2*29  00 

Taxes,    state   and    franchise    2(»,G99  00 

Taxes,   normal   federal   income   o',277  00 

Uncollectible    accounts    752  00 

Total   expenses   $202,957  00 

Depreciation    19,117  00 

Total  operating  charges $312,074  00 

Rate  base,  $774,070.04. 

Net  revenue  required  for  8i  per  cent  return 63,911  00 

Total  gross  revenue  required $375,985  00 

Miscellaneous    revenue    3,450  00 

Revenue  required  from  gas  sales $372,535  00 

Estimatwl  gas  sales — M  cubic  feet,  244,280. 
Average  rate  required  per  M  cubic  feet,  $1.52(>. 

Applicant  has  requested  a  rate  suflBcient  to  amortize  the  accrued 
deficit  which  it  has  incurred  since  its  application  was  filed.  It  has  also 
asked  that  rates  be  fixed  in  such  a  manner  as  to  vary  with  the  price  of 
oil,  thus  eliminating  the  necessity  of  hearings  in  case  of  further  change 
in  the  price  of  oil  and  the  resulting  delay  in  increase  or  decrease  in 
rates  necessarily  following  with  the  practice  of  the  Commission  hereto- 
fore in  effect. 

I  can  not  agree  with  applicant  that  it  should  be  reimbursed  for  the 
deficit  below  the  return  herein  found  reasonable  which  was  incurred 
since  the  application  was  filed  in  August,  1920.  In  view  of  the  service 
rendered  by  applicant,  due  to  the  sulphur  conditions  existing  during 
the  past  winter  and  applicant's  attitude  relative  to  compliance  with  the 
Commission's  service  order  as  indicated  by  its  attorney  in  this  .proceed- 
ing, I  must  conclude  that  no  reimbursement  should  be  authorized. 

The  price  paid  for  oil  by  applicant  and  other  gas  utilities  has  been 
increased  and  decreased  at  intervals  during  the  past  several  years  such 
as  to  materially  change  the  operating  expenses  of  the  utility,  with  the 
result  that  numerous  proceedings  have  had  to  be  held  for  the  modifica- 
tion of  rates.  The  last  change  in  price  of  oil,  which  apparently  was 
unexpected  even  by  a  number  of  the  oil  companies  themselves,  amounted 
to  a  reduction  of  25  cents  per  barrel.  The  cost  of  oil  constitutes  approxi- 
mately 40  per  cent  of  the  total  cost  of  service  and  a  variation  in  the 
price  of  oil  such  as  the  last  reduction  of  25  cents  per  barrel  represents 
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a  change  in  the  cost  of  service  of  between  7  and  8  cents  per  1000  cubic 
feet.  A  form  of  rate  which  will  readily  reflect  the  change  in  the  cost 
of  oil  to  applicant  will  be  of  equal  advantat^e  and  protection  to  the 
company  and  the  consumers  and  should  eliminate  considerable  of  the 
cost  of  hearings,  which  are  now  so  frequently  reipiired,  and  make  more 
stable  the  operations  of  the  utility. 

The  question  of  the  fixing  of  a  rate  which  would  vary  with  the  price 
of  oil  has  been  given  careful  consideration  in  connection  with  this  pro- 
ceeding and  in  connection  with  several  other  gas  proceedings  and  it  has 
been  found  reasonable  to  set  forth  a  procedure  which  will  make  pos- 
sible a  variation  in  the  rates  for  gas  upon  a  variation  in  the  price  of 
oil  without  the  necessity  of  a  hearing.  An  analysis  of  the  operations 
of  applicant's  plant  shows  that  the  cost  of  gas  sold  varies  at  the  rate  of 
approximately  2.6  cents  per  1000  cubic  feet  with  each  10  cents  change 
in  the  price  of  oil.  The  rates  herein  fixed  will  include  a  clause  pro- 
viding for  this  change. 

The  gas  service  rendered  by  applicant  during  the  past  winter  has 
been  the  subject  of  considerable  complaint,  tlie  chief  cause  of  such 
complaint  being  the  excessive  sulphur  in  the  gas.  At  the  present  time 
this  condition  has  been  eliminated  by  the  obtaining  of  an  oil  of  lower 
sulphur  content.  Although  in  general  the  sulphur  content  of  the  gas 
served  by  applicant  has  been  below  the  maximum  limit  prescribed  by 
the  Commission's  General  Order,  it  is  apparent  that  applicant  should 
and  must  maintain  a  quality  of  gas  of  considerably  lower  sulphur  con- 
tent in  order  that  a  satisfactory  service  be  rendered. 

A  careful  inspection  of  the  service  of  applicant  in  the  Santa  Barbara 
district  was  made  by  the  C/onunission 's  gas  engineers,  from  which  it 
appears  that  in  general  applicant  has  complied  with  the  requirements 
as  set  forth  in  the  Commission's  General  Order  No.  58.  The  company 
has,  however,  failed  in  several  respects  to  comply  with  the  Commission's 
regulations  relative  to  service  matters.  From  the  statement  of  appli- 
cant's attorney  it  appears  that  applicant  has  regarded  these  as 
insignificant  and  has  taken  no  active  steps  to  comply  with  the  same. 
It  is  evident  that  applicant  has  not  appreciated  the  position  of  the 
Commission  relative  to  gas  service  requirements,  nor  has  it  in  this 
instance  taken  as  broad  a  view  of  the  spirit  of  service  and  its  relation 
to  the  consumers  as  this  Commission  considers  it  should.  The  Commis- 
sion will  insist  upon  full  compliance  with  the  regulations  in  every 
respect,  both  technically  and  in  the  spirit  of  such  regulations.  Appli- 
cant has,  however,  recently  taken  steps  tow^ard  the  more  complete 
compliance  with  the  Commission's  rules  governing  gas  service.  For 
this  reason  and  because  of  certain  circumstances  which  have  already 


6—13711 


Digitized  by 


Google 


82  CALIFORNIA   RAILROAD   COMMIS^ON  DECISIONS. 

caused  considerable  delay  in  this  proceeding,  I  am  recommending  that 
the  rates  as  set  forth  in  the  following  order  be  made  effective  without 
further  delay. 

I  recommend  the  following  form  of  order: 

ORDER. 

Southern  Counties  Gas  Company  having  applied  for  an  order  estab- 
lishing the  rates  to  be  charged  by  it  for  artificial  gas  service  in  the  city 
of  Santa  Barbara  and  the  adjacent  unincorporated  territory,  a  public 
hearing  having  been  held  and  the  matter  being  submitted  and  ready 
for  decision : : 

The  Railroad  Commission  of  the  State  of  California  hereby  finds  as  a 
fact  that  the  existing  rates  of  Southern  Counties  Gas  Company  for  gas 
service  in  Santa  Barbara  and  vicinity  are  unjust  and  unreasonable  and 
that  the  rates  herein  established  are  just  and  reasonable. 

Basing  its  order  on  the  foregoing  findings  of  fact  and  the  other  find- 
ings of  fact  as  set  forth  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  Southern  Counties  Gas  Company  be  and  it 
is  hereby  authorized  to  charge  and  collect  for  gas  service  rendered  in  the 
city  of  Santa  Barbara  and  adjacent  territory  the  following  rates,  based 
upon  all  meter  readings  taken  on  and  after  July  21,  1921 : 

Schedule  No.  1. 
General    service. 

Applicable  to  domestic  and  commercial  service  for  lighting,  heating  and  cooking, 
including  restaurants,  apartment  houses,  hotels,  etc. 
Territory, 

Applicable  to  the  territory  within  the  incorporated  limits  of  the  city  of  Santa 
Barbara. 
Rate. 

First  000  cubic  feet  or  less,  per  meter,  per  month $1  00 

Next  4400  cubic  feet  per  meter  per  month 1  50  per  M  cubic  feet 

Next         15,000  cubic  feet  per  meter  per  month 1  45  per  M  cubic  feet 

Next         30.000  cubic  feet  per  meter  per  month 1  40  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month 1  35  per  M  cubic  feet 

Upon  the  approval  of  the  Railroad  Commission  of  the  State  of 
California,  the  above  rates  are  subject  to  increase  or  decrease  on  the 
basis  of  2.6  cents  per  1000  cubic  feet  for  each  10  cents  increase  or 
decrease  respectively  in  the  cost  of  oil  above  or  below  the  base  cost  of 
oil,  which  base  cost  herein  is  $2.54  per  barrel  at  the  company's  plant. 
Change  to  be  to  the  nearest  cent. 

Schedule  No.  2. 
General  service. 

Applicable  to  domestic  and  commercial  service  for  lighting,  heating  and  cooking, 
including  restaurants,  apartment  houses,  hotels,  etc. 
Territory. 

Applicable  to  that  portion  of  Santa  Barbara  County  outside  the  incorporated 
limits  of  the  city  of  Santa  Barbara  served  by  Southern  Counties  Gas  Company. 
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Rate. 

FirKt  <»00  cubic  foet  or  less,  iH»r  meter,  per  month $1  00 

Next  4400  cubic  feet  [ht  meter  per  month i^     1  75  per  M  cubic  feet 

Next         15,(MH)  cubic  feet  iier  meter  per  month 1   <»5  per  M  cubic  feet 

Next         30,000  cubic  feet  |>er  meter  per  month 1  55  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month 1  45  per  M  cubic  feet 

Upon  the  approval  of  the  Railroad  Commission  of  the  State  of 
California,  the  above  rates  are  subject  to  increase  or  decrease  on  the 
basis  of  2.6  cents  per  1000  cubic  feet  for  each  10  cents  increase  or 
decrease  respectively  in  the  cost  of  oil  above  or  below  the  base  cost  of 
oil,  which  base  cost  herein  is  $2.54  per  barrel  at  the  company's  plant. 
Change  to  be  to  the  nearest  cent. 

Schedule  No.  3. 
Special  commercial  service. 

Applicable  to  commercial  service,  lighting,  heating  and  cooking,  including  restau- 
rants, hotels,  newspapers,  etc. 
Territory, 

Applicable  to  the  territory  within  the  incorporated  limits  of  the  city  of  Santa 
Barbara. 
Rate. 

Rate  per  1000  cubic  feet,  i)er  month   $1  30 

Minimum  monthly  charge,  per  meter 52  00 

Upon  the  approval  of  the  Railroad  Commission  of  the  State  of 
California,  the  above  rates  are  subject  to  increase  or  decrease  on  the 
basis  of  2.6  cents  per  1000  cubic  feet  for  each  10  cents  increase  or 
decrease  respectively  in  the  cost  of  oil  above  or  below  the  base  cost  of 
oil,  which  base  cost  herein  is  $2.54  per  barrel  at  the  company's  plant. 
Change  to  be  to  the  nearest  cent. 

It  is  hereby  further  ordered,  that  in  case  of  a  reduction  in  the  price  of 
oil.  Southern  Counties  Gas  Company  shall  file  within  ten  days  thereafter 
an  affidavit  setting  forth  the  new  price  of  oil,  and  shall  thereafter,  upon 
supplemental  order  of  the  Commission  in  this  proceeding,  charge  the 
reduced  rates  as  determined  under  the  schedule  herein  set  forth. 

It  is  hereby  further  ordered,  that  should  at  any  time  an  increase  in 
price  of  oil  occur,  applicant  may,  after  filing  affidavit  of  such  increase 
and  receiving  a  supplemental  order  from  this  Commission  so  authorizing, 
charge  the  increase  in  rates  as  determined  from  an  application  of  the 
rates  herein  set  forth. 

It  is  hereby  further  ordered,  that  Southern  Counties  Gas  Company  of 
California  shaU,  within  twenty  days  of  the  date  of  this  order,  file  with 
the  Railroad  Commission  the  foregoing  schedules  of  rates. 

The  foregoing  opinion  and  ord^r  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  June, 
1921. 
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Decision  No.  9128. 

IN  TUK  MATTKH  OF  THE  APPLUWTION  OF  SOFTIIEKN  (X)rNTlES 
OAS  rOMI»AXY  OF  (\\LlFOUNIA  FOU  AITHOIUTY  TO  ISSFE 
AND  SELL  ONE  MILLION  TWO  IirNDUEO  Fltn^Y  TUOITSAND 
DOLLARS  PAR  VALUE  OF  ITS  PREFERRED  CAPITAL  STOCK. 


Application  No.  6895. 
Decided  June  21,  1921. 


Li'Roy  M,  Edwards,  for  Applicant. 

IX)VELANU,   CommUsioner. 

OPINION. 

Southern  Counties  Gas  Company  of  California  asks  permission  to 
issue  and  sell,  at  not  less  than  $95  per  share,  12,500  shares  ($1,250,000) 
of  its  8  per  cent  preferred  stock  and  use  the  proceeds  to  pay  current 
indebtedness  and  the  cost  of  additions  and  betterments  to  its  plant  and 
system. 

Applicant  has  an  authorized  stock  issue  of  $5,000,000,  divided  into 
$2,500,000  of  common  and  $2,500,000  of  preferred.  The  preferred 
stock,  under  applicant's  amended  articles  of  incorporation,  has  a  prefer- 
ence both  as  to  earnings  and  assets.  The  company  reserves  the  right 
and  privilege  to  redeem  on  any  dividend  payment  date  all  or  any  part 
of  the  preferred  stock  by  paying  the  holders  thereof  $102  per  share  and 
the  accumulated  dividends.  There  is  none  of  applicant's  preferred 
stock  outstanding  at  this  time.  Of  its  authorized  common  stock, 
$1,500,000  is  outstanding,  all  of  which,  except  directors'  shares,  is 
owned  by  the  Southern  Counties  Gas  Securities  Company. 

In  Exhibits  1  and  2  applicant  reports  notes  and  accounts  payable  as 
of  June  13,  192.1,  aggregating  $893,051.82.  The  funded  debt  of 
applicant  as  of  April  30,  1921,  is  reported  at  $6,264,600  and  is  said  to 
consist  of  $4,864,600  of  first  mortgage  5^  per  cent  bonds,  $800,000  of 
second  mortgage  6  per  cent  gold  notes  and  $600,000  of  8  per  cent 
collateral  trust  bonds,  secured  by  first  mortgage  bonds. 

During  the  past  few  years,  applicant  has  secured  all  the  moneys 
invested  in  its  properties  through  the  issue  of  bonds  or  other  evidences 
of  indebtedness,  or  the  investment  of  earnings.  The  amount  of  earnings 
invested  represents  a  relatively  small  part  of  applicant's  total  invest- 
ment. In  Decision  No.  8399,  dated  November  30,  1920,  the  Commission 
concluded  that  applicant  should  devise  a  more  satisfactory  method  of 
financing  part  of  its  expenditures  for  plant  extensions,  additions  and 
betterments.  The  record  shows  that  applicants'  stockholders  and  board 
of  directors  have  decided  to  endeavor  to  secure  part  of  moneys  necessary 
to  properly  finance  its  properties  through  the  sale  of  preferred  stock. 
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At  this  time  applicant  asks  permission  to  issue  and  sell  $1,250,000  of  its 
preferred  stock  and  use  the  proceeds  to  pay  its  notes  and  accounts 
payable,  and  such  part  of  its  construction  expenditures  against  which 
it  can  not  issue  bonds  under  its  first  mortgage. 

Applicant  does  not  intend  to  sell  any  of  its  stock  through  brokers  but 
market  all  of  the  stock  covered  in  this  application  through  its  own 
organization.  While  the  company  asks  permission  to  sell  its  stock  at 
not  less  than  $95  per  share,  it  is  the  hope  of  applicant  that  it  will  be  able 
to  realize  more  than  $95  net  per  share. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Southern  Counties  Gas  Company  of  California  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  and  sell  $1,250,000  of  8 
per  cent  preferred  stock,  a  public  hearing  having  been  held,  and  the 
Commission  being  of  the  opinion  that  the  money,  property  or  labor  to 
be  procured  or  paid  for  by  such  issue  is  reasonably  required  for  the 
purposes  mentioned  in  this  order  and  that  expenditures  for  such 
purposes  are  not  in  whole  or  in  part  chargeable  to  operating  expenses 
or  to  income ; 

It  is  hereby  ordered,  that  Southern  Counties  Gas  Company  of 
California  be  and  it  is  hereby  authorized  to  issue  and  sell  at  not  less  than 
$95  per  share,  $1,250,000  of  its  8  per  cent  preferred  stock. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  No  share  or  shares  of  stock  shall  be  issued,  nor  any  stock  certificate 
or  certificates  delivered  until  applicant  has  received  in  cash  the  full 
selling  price  of  said  share  or  shares  of  stock  or  stock  certificate  or 
certificates. 

2.  Of  the  proceeds  realized  from  the  sale  of  stock,  not  exceeding 
$893,051.32  may  be  used  to  pay  the  notes  and  accounts  payable  reported 
in  applicant 's  Exhibits  *  *  1  * '  and  *  *  2 ' '  filed  in  this  proceeding. 

3.  The  remainder  of  the  proceeds  and  such  portion  of  the  $893,051.32 
not  used  by  appliccmt  to  pay  the  indebtedness  to  which  reference  has 
been  made,  shall  be  used  by  applicant  to  pay  for  additions  and  better- 
ments, provided  that  none  of  said  remainder  of  the  proceeds  be  expended 
until  the  Commission  has,  by  supplemental  order,  indicated  the  specific 
purposes  for  which  the  proceeds  may  be  used. 

4.  Southern  Counties  Gas  Company  of  California  shall  keep  such 
record  of  the  issue  and  sale  of  the  stock  herein  authorized,  and  of  the 
disposition  of  the  proceeds,  as  w\]\  enable  it  to  file,  on  or  before  the 
twenty-fifth  day  of  each  month,  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far  as 
applicable,  is  made  a  part  of  this  order. 
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5.  The  authority  herein  granted  will  apply  only  to  such  stock  as  may 
be  issued,  sold  and  delivered  on  or  before  December  31, 1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  June, 
1921. 


Decision  No.  9129. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  LAWRENCE  WARE- 
HOUSE COMPANY,  A  CORPORATION,  FOR  AN  ORDER  AUTHOR- 
IZING THE  ISSUE  OF  STOCK. 


Application  No.  6891. 
Decided  June  21,  1921. 


Chas.  V.  Boynton,  for  Applicant. 

Ix)VEi.AN'D,   Vommhsioncr. 

OPINION. 

Lawrence  Warehouse  Company  asks  permission  to  issue  and  sell 
$50,000  of  its  common  stock  and  $50,000  of  its  8  per  cent  cumulative 
preferred  stock  and  to  use  the  proceeds  to  pay  outstanding  notes  and 
for  working  capital. 

The  company  was  incorporated  with  an  authorized  common  capital 
stock  of  $10,000,  all  of  which  was  issued  pursuant  to  authority  granted 
in  Decision  No.  4310,  dated  May  10,  1917  (Volume  13,  Opinions  and 
Orders  of  the  Railroad  Commission  of  California,  page  227).  Sub- 
sequently, the  company  increased  its  capital  stock  to  $50,000.  By 
Decision  No.  6464,  dated  June  30, 1919  (Volume  16,  Opinions  and  Orders 
of  the  Railroad  Commission  of  California,  page  976),  applicant  was 
authorized  to  issue  the  remaining  $40,000  of  common  stock  to  pay  out- 
standing accounts  amounting  to  $23,700  and  for  working  capital. 
Recently  the  company  has  amended  its  articles  of  incorporation,  increas- 
ing its  capital  stock  to  $200,000,  divided  equally  into  common  and  8  per 
cent  cumulative  preferred  stock,  all  shares  being  of  the  par  value  of  $10 
each. 

Applicant  at  present  operates  nineteen  warehouses  having  a  total 
floor  space  of  819,000  square  feet.  The  location  and  site  of  its  various 
warehouses  are  described  in  the  petition  as  follows : 

1.  Standard  warelioiisos  Nos.  1  to  5,  Fifth  and  Poplar  streets,  Oakland. 
Capacity  07,500  .square  feet.  Nos.  1  to  4  of  brick  construction ;  No.  5  of  concrete 
construction.     Date  of  lease  September  1,  1017,  for  a  term  of  twenty-five  years. 

2.  No.  11  Warehouse,  Fifth  and  Magnolia  streets,  Oakland.  Capacity  4000 
square  feet.  Frame  building.  On  ninety-nine-year  lease.  Buildings  belong  to  the 
Lawrence  Warehouse  Company. 
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3.  East  End  Warehouses  Nos.  1,  2  and  3,  foot  of  Twenty-second  avenue,  Oak- 
land. Capacity  37,000  square  feet.  Nos.  1  and  2  galvanized  iron  buildings.  No. 
3  concrete  building,  sawtooth  roof  construction.  Capacity  30,000  square  feet. 
Twenty-five-year  lease. 

4.  Oakland  Terminal  Warehouse,  foot  of  Jefferson  street,  Oakland.  Capacity 
36,000  square  feet.     Steel  frame  construction.     Fifteen-year  preferential  rights. 

5.  Sacramento  Fireproof  Warehouse,  Eleventh  and  R  streets,  Sacramento. 
Capacity  90,000  square  feet.  Lease  dated  January,  1920,  for  a  term  of  twenty-five 
years.     Concrete  building. 

6.  River  Front  Warehouse,  Front  and  R  Streets,  Sacramento.  Capacity  400,000 
square  feet.     Brick  building.     Lease  dated  January,  1021,  for  a  term  of  five  years. 

7.  Thirtieth  and  R  Street  Warehouse,  Front  and  R  street,  Sacramento. 
Capacity  G400  square  feet.     Gralvanized  iron  building.     No  term  lease. 

8.  River  Front  No.  2  Warehouse,  Front  and  Q  Streets,  Sacramento.  Capacity 
6000  square  feet.     Galvanized  iron  building.     Three-year  lease. 

9.  Ivots  1,  2  and  3,  Block  489  Briggs  Tract,  8S'.3  feet  frontage  Fifth  and 
Magnolia  streets,  Oakland.  Capacity  8330  square  feet.  Ninety-nine-year  lease 
dated  from  December  31,  1915. 

10.  Lots  1  to  9,  block  400  Briggs  Tract,  230  feet  frontage.  Fifth  and  Poplar 
streets,  Oakland.^    Capacity  23,000  square  feet.     Ninety-nine-year  lease. 

11.  Lawrence  Warehouse  No.  19.  Second  and  Brannan  streets,  San  FrancLsco. 
Capacity  140,000  square  feet,  heavy  mill  construction,  sprinkler  system.  Fifteen- 
year  lease  dated  April,  1920. 

The  testimony  shows  that  negotiations  are  now  pending  for  the  leasing 
of  additional  warehouses  in  San  Francisco. 

In  Exhibit  **P"  attached  to  the  petition,  applicant  reports  its  assets 
and  liabilities  as  of  December  31,  1920,  as  follows : 

Fixed  capital $61,987  51 

Organization,    franchise,    patent    rights $48,7S1  16 

Cost  of  plants,  buildings,  land,  etc 1,200  00 

Equipment 21,551  25 

Miscellaneous  autos  and  trucks 20,505  10 

Subtotal $97,987  51 

Less   appreciated  value  of  fixed   capital 36,000  00 

Net   $61,987  51 

Treasury    securities    2,640  00 

Other    investments    1,103  00 

Oakland   baseball   stock   528  00 

Sacramento  warehouse  stock 175  00 

Fageol   Motors  Company  stock   400  00 

Current  assets 104,787  65 

Cash   2,902  62 

Notes    receivable    420  00 

Accounts  receivable 95,815  41 

Materials  and  supplies 5,649  62 

Deferred  debits 5,312  24 

Total    assets    $175,830  40 
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TAahilities. 

Common   capital  stock   $oO,<K)0  iM) 

Current    liabilities    82,358  29 

Notes    payable    $40.0(X)  00 

Audited  vouchers  and  wages  unpaid 4,045  09 

Miscellaneous  accounts  payable o4,(i91  99 

Accrued    expenses    2,721  21 

Deferred  credit  items 12.()93  07 

Suspense    account    8,93(5  10 

Surplus    21,842  34 

Total    liabilities    $175,830  40 

The  notes  payable  of  $40,000,  which  applicant  proposes  to  refund  by 
the  issue  of  stock,  are  all  7  per  cent  ninety -day  notes. 

In  reports  filed  with  this  Commission,  applicant  reports  revenues  and 
expenses  as  follows: 


Item 

1918                        1019 

1 

1 

1920 

Operating  revenues 

$138,939  84       $209,222  63 
132,629  51         196,335  63 

$290,117  55 
281,406  33 

Operating  expenses 

Net  operating  income 

Other  income 

Gross  corporate  income 

Interest  deduction 

$6,»10  33  ,       $12,887  00 
1,444  13   

$5,711  22 

' 

$7,754  46  1       $12,887  00 
945  97  1          1,327  47 

$5,711  22 
2,687  79 

Net  corporate  income _ 

Surplus  beginning  of  year 

$6,808  49         $11,559  53 

1,696  49  1          8,5(M  98 

1.135  00 

$3,023  43 
20.596  81 

Additions  to  surnlus      _        

Deductions  from  surnlus '      -      - i            602  70 

1,777  90 

Surplus  at  end  of  year 

$8,504  98         $20,596  81 

1 

$21,842  34 

V.  0.  Lawrence,  applicant's  president,  urges  that  as  a  result  of  the 
increased  business,  a  larger  working  capital  represented  by  stock  is 
necessary.     I  am  inclined  to  agree  with  him  in  his  contention. 

The  record  shows  that  no  arrangements  have  been  made  for  the  sale 
of  the  stock.  Applicant's  president  is  however  of  the  opinion  that  the 
stock  can  be  sold  at  not  less  than  95  per  cent  of  its  par  value.  The 
present  stockholders  will  purchase  some  of  the  stock,  while  some  will  be 
offered  to  applicant's  patrons  and  employees. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 
I^awrence  Warehouse  Company  having  applied  to  the  Railroad  Com- 
mission for  permission  to  issue  $100,000  of  capital  stock,  a  public 
hearing  having  been  held,  and  the  Railroad  Commission  being  of  the 
opinion  that  the  money,  property  or  labor  to  be  procured  or  paid  for 
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by  such  issue  is  reasonably  required  for  the  purpose  or  purposes  specified 
herein,  and  that  the  expenditures  for  such  purpose  or  purposes  are  not 
in  whole  or  in  part  reasonably  chargeable  to  operating  expenses  or  to 
income ; 

It  is  hereby  ordered,  that  Lawrence  Warehouse  Company  be  and  it  is 
hereby  authorized  to  issue  not  exceeding  $50,000  of  its  common  stock 
and  $50,000  of  its  8  per  cent  cumulative  preferred  stock. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  stock  herein  authorized  to  be  issued  shall  be  sold  by  appli(taut, 
for  cash,  at  not  less  than  95  per  cent  of  its  par  value.  No  stock  shall  be 
issued  or  delivered  until  applicant  has  received  cash  payment  equaj  to 
at  least  95  per  cent  of  the  par  value  of  the  stock  subscribed  for  by  a 
stock  subscriber. 

2.  Of  the  proceeds  from  the  sale  of  the  stock  herein  authorized, 
$40,000  may  be  used  to  pay  the  notes  payable  described  in  the  applica- 
tion herein  and  referred  to  in  the  preceding  opinion.  The  remaindei* 
of  the  proceeds  may  be  used  for  working  capital  or  for  such  other  pur- 
poses as  the  Railroad  Commission  may  hereafter  authorize. 

3.  Lawrence  Warehouse  Company  shall  keep  such  record  of  the  issue 
and  sale  of  the  stock  herein  authorized  and  of  the  disposition  of  the  pro- 
ceeds as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day  of  each 
month,  a  verified  report  as  required  by  the  Railroad  Commission's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a 
part  of  this  order. 

4.  The  authority  herein  granted  shall  apply  only  to  such  stock  as  may 
be  issued  on  or  before  December  31,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  June, 
1921. 


Decision  No.  9131. 

JUDSON  MAXIFArn'RINfJ  rOMPAXY 

vs. 

SOTTTHERN   PACIFIC   COMPANY. 


Case  No.  1551. 
Decided  June  21,  1921. 


A.  fjarsson,  for  Complainant. 
Frank  B.  Austin^  for  Defendant. 

LovELAND,  Commissioner. 
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OPINION. 

Complainant,  the  Judson  Manufacturing  Company,  is  a  corporation 
organized  under  the  laws  of  the  State  of  California,  and  is  engaged  in 
the  production,  manufacture  and  sale  of  ste«*^  products,  with  mills  at 
Emeryville  and  its  principal  oflSces  at  San  Francisco. 

This  proceeding,  instituted  March  17,  1921,  alleges  that  the  switching 
charges  of  the  Southern  Pacific  Company  for  moving  carload  shipments 
of  ingots  and  other  steel  articles  between  points  within  the  plant  located 
at  Emeryrille  are  unjust,  unreasonable,  discriminatory  and  prejudicial 
and,  therefore,  in  violation  of  the  Public  Utilities  Act.  Reparation  is 
asked  upon  the  shipments  moved  between  July  and  December,  1917. 

Charges  were  collected  under  the  provisions  of  Item  No.  67-C,  page 
8,  revised  page  20  of  Southern  Pacific  Terminal  Tariff  No.  230-G, 
C.  B.  C.  No.  1260,  which  item  carries  rate  of  25  cents  per  ton,  minimum 
charge  $5  per  car.  Complainant  alleges  that  the  charges  collected 
should  not  have  been  in  excess  of  $2,50  per  car. 

Subsequent  to  December,  1917,  complainant  constructed  additional 
tracks  over  its  own  property  within  the  plant  and  is  now  performing 
the  service  with  a  plant  locomotive ;  therefore,  no  order  for  the  future 
is  asked,  so  that  the  sole  question  presented  in  this  proceeding  is  the 
amount  of  reparation,  if  any,  to  which  complainant  is  entitled  for  the 
service  performed. 

Emeryville  is  a  local  station  1.1  miles  east  of  Oakland  (Sixteenth 
street),  within  the  Oakland  switching  limits.  The  shipments  involved 
numbered  182  and  were  moved  an  approximate  distance  of  3200  feet 
between  points  both  of  which  are  located  within  the  plant  enclosure. 
About  1700  feet  of  the  tracks  used  belong  to  the  Southern  Pacific  Com- 
pany, is  just  outside  of  the  plant  property,  and  about  100  feet  of  this 
track  is  main  line. 

Testimony  of  complainant's  witnesses  was  to  the  effect  that  the  equip- 
ment employed  in  this  service  is  unloaded  or  partly  unloaded  at  points 
within  the  yard,  principally  in  the  open  hearth  department,  reloaded 
with  ingots  or  scrap  iron  to  be  taken  to  the  rolling  mill  department. 
No  special  cars,  that  is,  no  empty  cars,  were  ever  taken  into  the  plant 
for  the  performance  of  this  movement. 

The  bills  covering  the  shipment  in  controversy  were  not  paid  until 
the  months  to  Jfinuary  to  March,  1920,  although  the  service  was  per- 
formed in  the  last  half  of  the  year  1917.  The  explanation  for  this  delay 
in  settlement  is  that,  through  some  misunderstanding,  the  switching 
crews  failed  to  render  reports  of  the  intrayard  service  performed 
within  the  plant  of  the  Judson  Manufacturing  Company  and  that  it  was 
not  until  after  an  inspection  by  the  defendant's  traveling  auditors 
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that  the  situation  was  disclosed.  Upon  presentation  of  the  bills  to  this 
complainant  controversy  arose  as  to  the  correctness  of  the  charge  and 
for  these  reasons  settlement  was  not  made  until  some  three  years  after 
the  service  had  been  rendered. 

By  its  Exhibit  No.  3  complainant  shows  a  comparison  of  intrayard 
terminal  and  intraplant  switching  charges  at  stations  served  by  the 
Southern  Pacific  Company,  where  the  charge  varies  from  $1.50  to  $2.50 
per  car.  However,  it  is  to  be  noted  that  all  of  the  comparisons  used, 
\\ith  the  exception  of  the  service  performed  at  Algoma,  Oregon,  and  at 
Richmond,  California,  involved  line-haul  traflSc  and,  therefore,  are  not 
comparable  and  can  not  be  used  in  arriving  at  a  just  rate  for  the  intra- 
plant service  performed  at  Emeryville.  At  Algoma,  Oregon,  in  the 
year  1917,  a  charge;  of  $2.50  per  car  was  made  for  switching  within  the 
plant  yards.  No  explanation  of  why  this  rate  was  published  has  been 
given  and  the  same  was  canceled  out  of  the  tariff  August  27, 1919. 

The  other  item,  not  restricted  to  line-haul  traflSc,  covers  a  charge  of 
$2  per  car  at  Richmond ;  Item  182-1,  page  36,  Southern  Pacific  Terminal 
Tariflf  No.  230-G,  C.  R.  C.  No.  1260.  This  item,  however,  is  restricted 
to  points  located  within  the  yard  of  the  industrial  or  car  owner's  plant, 
a  diflferent  service  to  that  performed  on  behalf  of  the  complainant  at 
Emeryville. 

Defendant  presented  but  one  exhibit,  a  map  showing  the  location  of 
the  tracks  within  the  complainant's  plant  at  Emeryville  and  the  tracks 
outside  the  plant  property  owned  by  the  Southern  Pacific  Company. 
The  contention  of  defendant  is  that  the  service  rendered  in  the  move- 
ment of  the  cars  involved  in  this  proceeding  where  Southern  Pacific 
tracks  outside  of  the  plant  are  used  can  not  be  treated  as  intraplant 
movement  similar  to  the  service  performed  at  Richmond,  where  all  the 
tracks,  as  well  as  the  leads  to  and  from  the  spurs,  are  owned  by  the 
industry.  The  switching  service  performed  at  the  two  points,  however, 
is  very  similar  and,  apparently,  is  no  greater  at  one  station  than  at  the 
other,  although  at  Richmond  the  intraplant  movement  is  ten  times 
greater  than  at  Emeryville. 

Some  testimony  was  given  to  the  effect  that  a  freight  car  has  a  daily 
earning  capacity  of  $7.27  when  kept  in  service  under  load.  In  view  of 
the  large  amount  of  switching  service  performed  at  rates  voluntarily 
established  lower  than  the  average  claimed,  it  would  seem  this  element 
is  of  little  importance  in  reaching  a  conclusion  in  the  instant  proceeding. 

The  common  intrayard  local  switching  charge  of  the  Southern  Pacific 
Company  at  all  stations  in  Arizona,  California,  Nevada,  Utah,  New 
Mexico  and  Oregon,  as  shown  by  Southern  Pacific  Terminal  Tariff 
230-G,  Item  67-C,  was  25  cents  per  ton,  with  a  minimum  charge  of  $5 
per  car.    Prom  industrial  tracks  and  private  sidings  to  transfer  tracks 
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of  connecting  lines  the  charge  is  25  cents  per  ton,  with  a  minimum  of 
$5  per  car  to  the  carrier  originating  the  traffic  and  furnishing  the 
equipment,  and  $2.50  per  car  to  the  carrier  moving  the  car  from  the 
transfer  tracks  to  the  industry  tracks.  Therefore,  for  a  strictly  intra- 
yard  station  movement  requiring  the  services  of  two  carriers,  the 
minimum  charge  is  $7.50  per  car.  Under  this  tariff  provision  the 
Southern  Pacific  Company  was  switching  cars,  as  shown  by  the  testi- 
mony, originated  by  connecting  carriers,  from  its  transfer  tracks  within 
the  Oakland  switching  limits,  for  $2.50  per  car,  the  service  being  no 
different  than  that  performed  in  the  movement  of  the  182  cars  involved 
in  this  proceeding ;  special  equipment  was  not  furnished,  the  cars  being 
brought  into  the  Emeryville  plant  in  connection  vnth  line-haul  traffic. 

It  appears  to  me  to  be  inconsistent  to  make  the  same  charge  (25  cents 
per  ton,  minimum  $5  per  car)  for  an  intraplant  switching  movement, 
using  the  line-haul  cars,  as  is  made  for  a  similar  intrayard  service  where 
special  cars  must  be  switched  to  the  point  of  loading,  and  a  much 
greater  haul  is  involved  from  industry  tracks  to  industry  tracks  or  the 
transfer  tracks  of  connecting  carrier.  The  intraplant  service  is  more 
comparable  with  the  service  performed  for  $2.50  from  transfer  tracks 
to  industry  tracks. 

Considering  the  shorter  distance  haul,  but  3200  feet,  between  points 
located  within  the  complainant's  plant,  and  giving  consideration  to  the 
equipment  used,  I  am  of  the  opinion  that  the  charge  of  25  cents  per  ton, 
with  a  minimum  of  $5  per  car,  was  excessive  and  unreasonable.  The 
only  distinction  between  the  service  performed  at  Emeryville,  with  a 
charge  of  25  cents  per  ton,  minimum  $5  per  car,  and  the  flat  rate  of 
$2  per  car  assessed  for  a  similar  intraplant  switching  movement  at 
Richmond,  is  the  fact  that  for  a  distance  of  some  1700  feet  the  cars 
are  moved  over  the  rails  of  the  Southern  Pacific  Company.  It  is 
claimed,  however,  by  the  complainant,  and  not  positively  contradicted 
by  the  defendant,  that  this  switching  track,  1700  feet  in  length,  was 
built  primarily  by  the  Southern  Pacific  Company  for  use  of  this 
complainant. 

I  am  of  the  opinion  that  a  just  and  reasonable  rate  for  the  service 
performed  involved  in  this  proceeding  would  be  $3  per  car,  and  in 
rearhing  this  conclusion  I  have  given  consideration  to  the  fact  that  the 
tracks  used  belong  in  part  to  the  Southern  Pacific  and,  therefore,  that 
company  is  entitled  to  a  greater  charge  than  is  assessed  by  it  for  per- 
forming a  similar  service  within  the  plants  located  at  Richmond. 

No  rate  for  the  future  will  be  established,  as  the  testimony  shows  that 
the  switching  is  now  being  done  by  this  complainant  with  its  own  power. 

The  exact  amount  of  reparation  due  can  not  be  determined  on  this 
record  and  complainant  should  prepare  a  statement  covering  the  ship- 


Digitized  by 


Google 


CAUFOBNIA  RAILROAD   COMMISSION  DECISIONS.  93 

mexjts,  which  statement  should  be  submitted  to  the  defendant.  If  an 
ajjreement  can  not  be  reached  as  to  the  exact  amount  of  reparation  due 
the  matter  should  then  be  referred  to  this  Commission  for  further 
consideration. 

I  submit  the  following  order : 

ORDER. 

Complaint  and  answer  having  been  filed  in  the  above  entitled  proceed- 
ing, a  public  hearing  having  been  held,  the  Commission  being  fully 
apprised  in  the  premises,  and  basing  its  order  on  the  findings  of  fact 
which  appear  in  the  foregoing  opinion ; 

//  is  hereby  ordered,  that  the  Southern  Pacific  Company  be  and  the 
same  is  hereby  authorized  and  directed  to  pay  unto  complainant,  Judson 
Manufacturing  Company,  within  ninety  (90)  days  from  the  date  of 
this  order,  a  sum  equal  to  the  difference  between  the  charges  paid  and 
those  that  would  have  accrued  at  the  rate  of  $3  per  car,  found  to  be 
reasonable,  with  interest  thereon  at  the  rate  of  7  per  cent  per  annimi 
from  date  of  collection,  as  reparation  on  account  of  unreasonable 
charges  assessed  on  carloads  of  ingots  and  scrap  iron  between  points 
within  complainant's  plant,  during  the  period  July  to  December, 
inclusive,  1917. 

It  is  hereby  further  ordered,  that  if  an  agreement  can  not  be  reached 
as  to  the  exact  amount  of  reparation  due,  complete  data  be  submitted 
to  this  Commission, ,  when  a  supplementary  order  fixing  amount  of 
reparation  will  be  entered. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  June, 
1921. 


Decision  No.  9132. 

IN  THE  MATTER   OF  THE  APPLI(\\T10N  OF  LOS  ANGELES   (iAS  AND 

ELEcrrair  corporation  for  increase  l\  rates  rirAR(iED 

FOR  GAS. 


Application  No.  6326. 
Decided  June  22,  1921. 


Rate  Babe — Capital. — Reaj^oDable  operative  investment  to  be  considered  as  a  rate 
base  for  the  twelve  months  commencing  July  1,  11)21,  fixed  at  $20,l(>4,l>o.3. 

I>EPREC!iATiON.  AMOUNT  AND  Interkst — Rate  OF  RETURN. — Depreciation  annuity 
computed  on  a  0  per  cent  sinking  fund  basis  allowed  as  part  of  the  operating 
expenses  of  the  company.  On  the  sinking  fund  depreciation  basis,  where  a 
return  is  allowed  upon   the  investment  in   the  proi)eyties,   it  is  held  essential 
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that   applicant   should  sot   aside  out    of   its   not   earnings  to  its  depreciation 

rosorve  (J  per  cont  upon  tho  accrued  dcprccintion  to  date. 
Rate  of   Ui-m'BN. — Eight   i)cr  cont    found    roasonahlo   on   capital    invested,   except 

$2,810,000,  on  which  !>  per  cent,  the  cost  of  tho  money,  is  allowed. 
Sebvice. — Standard   of   gas   re<luco<l    to   7"0   British    thermal   units   ih»r   cuhic   foot, 

monthly  average. 
Rate  of  Return — Taxes. — In  oi>erating  expenses  allowance  made  for  state  taxes 

at  tho  rate  of  7*   per  cont  upon   the  grass  revenue  for  the  preceding  twelve 

months,   normal   federal   income   tax,   capital   stock'  tax   and  city   and   county 

franchise  tax.     Excess  profit   tax  not  allowed,  as  should  be  paid  out  of  net 

return. 
Appliances. — Necessary  to  make  adjustments  on  account  of  change  in  pas  quality. 
Rate  of  Retubn. — Differential  in  cost  of  gas  and  oil  established  at  1  cent  per  M 

cubic  feet  to  10  cents  variation  in  oil. 
Reimbursement. — Applicant  allowed   to  collect    in    addition   to   schednles,  3  cents 

per  M  cubic  feet  of  gas  to  compensate  for  increase  in  price  of  oil  from  date 

of  application,  amounting  to  $249,000. 

Herbert  J,  Ooudge,  Paul  Overton,  *S*.  W.  Quihrie,  for  Applicant. 

Jess  E.  Stephens,  Wfti.  P,  Mealy,  H.  Z.  Osborne,  Jr.,  for  City  of  Los  Angeles. 

James  H.  Howard,  Roscoe  R.  Hess,  for  City  of  Pasadena. 

Kemp,  Mitchell  and  SUtyerberg,  for  Chamber  of  Commerce  of  City  of  T^s  Angeles. 

lien  W.  Utter  for  the  County  of  Los  Angeles. 

V.  a.  Gould,  for  the  City  of  Alhambra. 

Thomas  A,  Berkcbile,  for  the  City  of  Monterey  Park. 

Brundioe  and  Rowell,  Commissioners. 

OPINION. 

Los  Angeles  Gas  and  Electric  Corporation,  applicant  herein,  asks 
authority  to  increase  its  rates  and  charges  for  ga.s  alleging  that  since  the 
establishment  of  the  present  rates  as  authorized  by  Decision  No.  6139 
(Opinions  and  Orders  of  the  Railroad  Commission  of  the  State  of  Cali- 
fornia, Valume  16,  page  4781)  the  costs  of  gas  manufacture  and 
distribution  and  the  cost  of  money  have  increased  materially ;  that  these 
increases  have  been  wholly  beyond  the  control  of  applicant  and  that  there 
appears  little  probability  of  a  reduction  in  any  of  these  costs  in  the  near 
future ;  that  the  cost  of  crude  oil  and  natural  gas  has  advanced  materially 
since  applicant's  rates  were  last  established  and  it  is  now  impossible  to 
obtain  contracts  for  the  purchase  of  oil  at  fixed  prions  as  heretofore; 
that  the  market  price  for  oil  has  increased  to  $2  per  barrel,  an  increase 
of  40  cents  over  the  former  price  of  $1.60  per  barrel.  Applicant 
further  alleges  that  it  has  been  necessary  to  make  substantial  increases 
in  the  rates  of  wages  of  its  employees,  thereby  contributing  largely  to 
higher  operating  expenses ;  that  taxes  have  been  increased  and  that  large 
additional  investments  are  being  made  by  it  for  new  equipment  and 
enlargement  of  its  facilities  in  order  that  it  may  render  full  and  adequate 
service  to  all  consumers.  Applicant  prays  that  the  Railroad  Commis- 
sion make  the  necessary  investigation  and  thereupon  establish  such 
rates  as  it  shall  find  just  and  reasonable. 
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Evidence  submitted  in  this  proceeding  consisted  of  exhibits  and 
testimony  presented  by  applicant's  comptroller,  Mr.  W.  E.  Houghton, 
and  its  engineer,  Mr.  J.  E.  Barker,  exhibits  and  testimony  relative  to 
applicant's  operations  presented  by  the  Commission's  engineer,  H.  L. 
Masser,  who  has  been  supervising  natural  gas  operations  in  Los  Angeles 
district  during  the  past  winter,  a  report  by  the  Commission's  Depart- 
ment of  Finance  and  Accounts  of  applicant's  investment  and  operating 
costs,  and  by  testimony  of  H.  Z.  Osborne,  Jr.,  Chief  Engineer  of  the 
Board  of  Public  Utilities,  who  submitted  exhibits  regarding  applicant's 
operating  expenses  and  revenues.  It  was  further  stipulated  that  the 
decision  and  testimony  in  Application  No.  1830  and  subsequent  rate 
proceedings  by  applicant  and  its  annual  reports  and  special  reports 
filed  with  the  Commission  be  considered  in  evidence.  Briefs  have  been 
filed  by  the  city  of  Los  Angeles  and  the  city  of  Pasadena  dealing  with 
the  evidence  and  request  herein.  The  matter  has  been  submitted  and 
is  now  ready  for  decision. 

Since  the  submission  of  this  application  the  Standard  Oil  Company 
of  California  has  made  eflfective  a  reduction  of  25  cents  per  barrel  in 
the  prices  of  various  grades  of  fuel  oil.  This  price  revision  has  also 
been  accepted  by  other  oil  companies  and  applicant  is  therefore  now 
purchasing  oil  at  a  lower  rate  than  obtained  at  the  time  the  case  was 
submitted.  A  communication  has  been  filed  by  applicant  in  regard  to 
the  reduction  in  the  price  of  oil  and  it  has  been  agreed  that  this  fact 
might  be  considered  in  evidence. 

There  is  before  this  Commission  at  the  present  time  an  application 
by  Midway  Gas  Company  for  increase  in  rates  for  natural  gas  sold  by 
it,  a  large  portion  of  which  is  purchased  by  Los  Angeles  Gas  and 
Electric  Corporation.  However,  due  to  the  pressing  need  of  applicant 
for  relief  from  continuing  losses,  it  appears  necessary  that  this  pro- 
ceeding be  decided  upon  the  existing  costs  of  natural  gas. 

Applicant  is  engaged  in  supplying  gas  service  to  the  major  portion 
of  Los  Angeles  City,  and  also  to  the  cities,  towns  and  unincorporated 
territory  of  Pasadena,  South  Pasadena,  Alhambra,  San  Gabriel,  Ingle- 
wood,  Huntington  Park,  Eagle  Bock,  San  Marino,  Vernon,  Watts, 
Monterey  Park  and  territory  adjacent  to  the  above.  The  standard 
quality  of  gas  to  be  supplied  by  applicant  was  established  a  number  of 
years  ago  at  815  British  thermal  units  per  cubic  foot,  being  for  the 
service  of  *' mixed  gas"  composed  of  approximately  equal  parts  of 
natural  and  artificial  gas. 

During  the  last  two  years  the  increase  in  gas  sales  by  applicant  has 
been  phenomenal.  In  the  year  1918  total  sales  amounted  to  4,837,428 
M  cubic  feet,  in  1919  to  5,785,557  M  cubic  feet,  and  for  1920  to 
7,196,406  M  cubic  feet.    Accompanying  these  large  increases  there  has 
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l)een  an  even  more  exaggerated  peak  load  condition.  In  December, 
1918,  the  peak  day  sendont  etpmled  32,000,000  cubic  feet.  January, 
a  year  later,  this  figure  increased  to  more  than  87,0(K1,000  cubic  feet, 
and  on  January  11,  1921,  a  peak  day  sendout  of  52,300,000  cubic  feet 
was  experienced.  These  tremendous  winter  demands  have  made 
necessary  the  construction  and  installation  of  extremely  large  gas  gen- 
erating and  compressing  facilities,  together  with  large  pressure  rein- 
forcing lines.  Applicant  is  at  the  present  time  reconstructing  its  plant 
and  during  the  next  year  will  complete  the  largest  artificial  gas  gener- 
ating plant  and  facilities  in  the  State  of  California.  In  view  of  this  a 
considerable  change  in  the  investment  and  operations  may  be  expected. 
The  consideration  of  this  rate  application  naturally  divides  itself  into 
the  following  subdivisions: 

1.  Capital. 

2.  Rate  of  return. 

3.  Depreciation — Amount  and  interest. 

4.  Sales  and  revenue  under  existing  rates  and  the  present  quality 

of  service  of  815  British  thermal  units. 

5.  Gas  service : 

Service  rendered. 

Operating  conditions. 

Need  of  uniform  gas  quality. 

6.  Gas  (juality  to  be  served. 

7.  Operating  expenses  for  year  ending  June  30,  1922. 

8.  Total  cost  of  service. 

9.  Rates. 

Capital. 

In  this  proceeding  it  is  necessary  to  give  special  consideration  to  the 
matter  of  invested  capital,  in  as  much  as  applicant  is  now  engaged  in 
such  an  extensive  program  of  plant  enlargement.  During  the  year 
1921  it  is  estimated  that  in  excess  of  $5,350,000  will  be  expended  on 
this  work.  Applicant  estimates  that  its  average  operative  inve.stmeni 
for  the  year  ending  March  31,  1922,  on  which  it  re(iuests  that  it  earn 
a  fair  return,  will  be  $20,863,258.  This  amount  is  comparable  with  the 
company's  estimate  of  the  average  operative  investment  for  the  year 
1920  of  $15,151,986,  showing  an  increase  of  approximately  $5,700,000, 
or  37  per  cent,  during  a  period  of  slightly  over  twelve  months. 

Applicant  has  taken  as  its  basis  of  arriving  at  the  above  estimates  the 
rate  base  set  forth  in  the  Commission's  Decision  No.  6139  in  Applica- 
tion No.  4009,  to  which  it  has  added  the  actual  additions  and  better- 
ments to  December  31,  1920,  and  the  estimated  additions  to  October  1, 
1921.  Changes  have  been  made  by  applicant  in  the  amount  estimated 
for  materials  and  supplies  and  working  cash  capital  to  account  for 
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increase  in  the  amount  of  business  and  the  amount  of  materials  and 
supplies  required  on  hand. 

Mr.  H.  L.  Masser,  assistant  engineer  of  the  Commission,  submitted 
an  estimate  of  the  operative  investment  to  be  considered  as  an  average 
for  the  year  ending  June  30,  1922,  totalling  $19,963,311. 

In  view  of  the  fact  that  the  rates  to  be  fixed  herein  will  not  become 
effective  until  practically  the  first  of  July,  1921,  it  appears  advisable 
to  estimate  the  investment,  operating  expenses,  statistics  and  return 
for  the  year  commencing  on  that  date. 

From  an  analysis  of  the  evidence  it  appears  that  all  of  the  property 
listed  in  applicant's  exhibit  will  not  be  operative,  on  the  average,  for 
the  period  considered,  although  probably  the  entire  amount  estimated 
by  applicant  will  have  been  expended  by  October  1, 1921.  The  estimate 
submitted  by  Mr.  Masser  should  on  the  other  hand  be  increased  to  cover 
estimated  interest  during  construction,  not  capitalized  and  additional 
allowance  for  materials  and  supplies,  because  of  the  greater  amount  of 
oil  which  under  the  operating  conditions  as  herein  modified,  it  appears 
should  be  allowed  in  determining  the  investment  in  necessary  supplies 
to  be  carried.  After  careful  analysis  of  the  evidence  it  would  appear 
that  the  reasonable  operative  investment  to  be  considered  as  a  rate  base 
for  the  twelve  months  commencing  July  1,  1921,  is  the  sum  of 
$20,164,933.  Table  I  herein  sets  forth  by  general  accounts  the  invest- 
ment in  operative  property  as  of  January  1,  1921,  the  estimated  net 
operative  additions  to  January  1,  1922,  and  the  operative  investment 
to  be  used  herein  as  a  rate  base  as  of  January  1,  1922,  together  with 
the  estimated  depreciation  annuity  to  be  allowed  for  the  period  in 
question. 
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TABLE  I. 

Ix)s  Angeles  Has  and  Electric  roRPOBAxioN. 
Summary  of  Rate  Batte,  Has  PropcitUs. 


i  Total  InTestmont 

Eatlmatod 
net  operatlTO 

additions 

to  January  1, 

1922 

Eetimaerl 
rate  baM 

aaof 

January  1. 

1922 

1  January  1.  1921 

Bate 

Annuity 

Intangibles— 
Organlzat'ion  

$20,000  OU 
6.224  7t 

$20,000 
6.224 

Franchise 

Total  intangibles 

$26,224  76 
$374,786  26 

1 

$26,224 

$414,679 
580.006 

1.129,672 
397.108 
994.462 
529.824 

Production  capital- 
Lands  

1        $39,893 

Buildings  

355,465  18 
1.110.360  17 

224.540 

19,310 

150.633 

441,870 

302.305 

♦-22,388 

1.189,650 

.01063 
.00646 
.01823 
.01358 
.01358 

$6^165 
7.296 
7.239 

13.506 
7.195 

Holders   

Furnaces,  etc 

Generators   

Purifiers  

Water  gas  sets __. 

Accessories  

Total  production 

Distribution  capital- 
Lands  

236,475  32 
1        552,592  82 
,        227,519  £1 
i          22,388  00 
'      1,329,008  43 

2.518.658 

.01823 

45,915 

$4,208,595  69 
$18,524  31 

$2,345,815 

$63,332 
1,110.200 
233.760 
140.990 
27.440 
4.365 

$6,554,408 

$81,856 
8,001,159 
2.119.859 
1,619,859 

240.937 
36^710 

Mains        .    

6,890.959  44 

1,886,099  36 

1,478,824  50 

213,497  67 

32.345  31 

.00995 
.03499 
.03416 
.02n8 
.07587 

$79,612 

Services  

74,174 

Meters 

55,333 

Regulators        -  - 

6.549 

Miscellaneous     -  _       

2.785 

Total  distribution 

$10,520,250  59 

$69,883  88 
136,746  54 

90,661  86 
2,305  28  1 
13a075  88 

61,257  41 

$1,580,087 

$12,100,335 

$69,883 
201,791 

97,1091 
a726[ 
177.615 

61.257J 

General  capital- 
Lands              -       -    - 

General  structures  

General  oflBcc  equipment— . 
General  shop  equipment-. 

Garage  equipment 

Tools               __      _  _ 

$65,045 
6.448 
1.421 

41,540 

.00363 
.10046 

$733 
34.127 

Total  general  

$496.930  85 

$114,454 

$611,381 

Total 

$15,252,001  89 

$4,010,356 

$19,292,348 
572,250 
300.335 

$340,630 

Materials  and  suDDlies 

Workinfir  cash  cauital 

Total  for  rate  base 

$20,164,933 

•Retirement. 


As  set  forth  above,  the  depreciation  annuity  computed  on  a  6  per  cent 
sinking  fund  basis  for  the  year  in  question  has  been  estimated  at 
$340,630.  This  amount  should  be  allowed  as  part  of  the  operating 
expenses  of  the  company.  On  the  sinking  fund  depreciation  basis, 
where  a  return  is  allowed  upon  the  investment  in  the  properties,  it  is 
essential  that  applicant  should  set  aside  out  of  its  net  earnings  to  its 
depreciation  reserve  6  per  cent  upon  the  accrued  depreciation  to  date. 
In  the  Commission's  Exhibit  No.  1  there  is  set  forth  an  estimate  of  the 
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total  accruals  to  January  1,  1921,  of  $3,242,873.  Applicant  has  in  the 
past  set  aside  in  its  depreciation  reserve  an  amount  equal  or  greater  than 
the  annuity  found  reasonable  plus  interest  upon  the  accrued  depreci- 
ation. It  should  in  the  future  continue  to  set  aside  out  of  its  net  return 
an  amount  equal  to  6  per  cent  upon  the  accrued  depreciation,  or,  for 
the  year  1921,  the  sum  of  $194,560. 

Applicant  requests  in  this  proceeding  that  it  be  granted  rates 
sufficient  to  return  to  it  8  per  cent  upon  all  the  capital  invested  with  the 
exception  of  the  amount  of  $2,800,000,  procured  for  financing  of  a  part 
of  the  recent  additions  and  betterments,  upon  which  it  asks  a  9  per  cent 
return.  This  additional  capital  was  obtained  through  the  sale  of  bonds 
at  a  cost  of  money  of  practically  9  per  cent.  From  consideration  of  the 
cost  of  money  to  applicant  and  the  rate  of  return  heretofore  found 
reasonable,  and  which  has  been  found  reasonable  in  similar  instances, 
the  request  of  applicant  as  to  the  rate  of  return  is  found  reasonable. 

Sales  and  revenue  under  existing  rates 

The  gas  sales,  revenue,  operating  expenses  and  net  return  of  Los 
Angeles  Gas  and  Electric  Corporation  for  the  years  1919  and  1920  are 
set  forth  in  the  following  Table  II : 

TABLE  II. 
Los  Angeles  Gas  and  Electric  Coeix)bation — Summabt  of  Gas  Operations. 


Quality  of  gas— British  thermal  units. 

Sendout,  M  cubic  foet _ 

Sales,  M  cubic  feet 

Average  number  of  consumers— 

Revenue — 

Gas  sales 

Briquets  

Miscellaneous  , 


Total  

Expenses- 
Production  

Distribution    

Commercial   

General  

Briquets   

Uncollectible  bills 

Taxes   

Depreciation  


Total   

Net  for  return 

Rate  base 

Per  cent  of  return- 


Year  1919 

Tear  1920 

809 

806 

6^418,551 
5,785.557 

7,854.799 
7,196,406 

144,229 

156,799 

$4,228,940 

172,289 

560 

$5,301,834 

181,590 

22,152 

$4,401,769 

$5,505,577 

$1,716,872 
196,519 
825,269 
187,422 
132,975 
21,786 
439.434 
210,676 

$2,453,506 
295,539 
420,079 
273,^0 
161,217 
22,108 
442.309 
229,718 

$3,280,963 

$4,298^147 

$1,160,816 

$1,207,429 

$13,971,705 

$15,211,534 

8.31% 

7.93% 

During  these  two  years  the  average  quality  of  the  gas  supplied,  as 
shown  by  the  records  of  the  company,  was  809  and  806  British  thermal 
nnits  per  cubic  foot  respectively. 
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Applicant  sul)rnittod  an  estimate  of  the  sales,  revenues,  expenses  and 
rate  of  return  which  would  be  received  under  existing  rates  and  serving 
as  near  as  possible  the  quality  of  gas  in  accordance  with  the  standard 
of  815  British  thermal  units  heretofore  fixed.  This  estimate  was  based 
upon  a  price  of  oil  of  $2  per  barrel,  which  price  was  in  effect  at  the  time 
the  proceeding  was  heard.  If  the  present  reduced  price  of  oil  continues 
and  applicant's  estimate  be  revised  on  the  basis  of  $1.75  price  of  oil  for 
the  entire  year,  a  reduction  in  operating  expenses  of  $321,750  will  be 
made  in  the  above  estimate  for  oil  and  taxes.  The  following  Table  III 
sets  forth  applicant's  estimate  for  the  year  ending  March  31,  1922: 

TABLE  III. 

IjOs  Angeles  Gas  and  Electric  Corporation — Estimates  of  Operations 

For  Year  Endino  March  31,  1922. 

Based  on  ApplicnnVs  Estimate  of  Rm^mie  Required,  Rate  Base  and 

Reasonable  Return, 

(Oil  price  $2  per  barrel.) 

Average  quality  of  gas  777  British  thermal  units. 

Sendout,  M  cubic  feet 10,221,9(52 

Sales,  M  cubic  feet 9,097,545 

Number  of  consumers  December  31,  1921 180,298 

Revenue — 

Gas  sales    (revenue  at  existing  rates) $6,702,161 

Briquets    250,000 

Miscellaneous  22,000 

Total    $6,974,161 

Exi>enses — 

Production $3,852,022 

Distribution    391,723 

("Commercial    49o,919 

General   322,702 

Briquets    200,000 

Uncollectible    bills    31.632 

Taxes    584,064 

Depreciation    334,806 

Total    $6,210,868 

Rate    base    $20,863,258 

Net    return    requested    1,697,061 

Additional  revenue  required 933,768 

Increase  required  per  M  cubic  feet 10.25  cents 

Estimates  were  also  presented  by  the  Commission's  engineers  covering 
operating  statistics,  revenues  and  expenses  for  several  qualities  of  mixed 
gas  service  and  for  natural  gas  service  during  such  period  of  the  year 
as  possible  and  mixed  gas  during  the  remainder. 

Gas  service. 

The  quality  of  gas  service  to  be  supplied  by  Los  Angeles  Gas  and 
Electric  Corporation  and  Southern  California  Gas  Company  has  been 
the  subject  of  considerable  controversy  aod  extended  investigations,  and 
several  formal  proceedings.  The  city  of  Los  Angeles  has  for  some  time 
advocated  the  service  of  straight  natural  gas  during  the  summer  and  the 
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highest  British  thermal  units  content  of  gas  possible  during  the  winter. 
The  city  of  Los  Angeles  also  urges  that  there  are  additional  sources  of 
natural  gas  supply  not  at  present  being  brought  into  the  city  which,  if 
made  use  of,  would  make  possible  an  almost  straight  natural  gas  service 
throughout  the  year. 

From  a  study  of  the  additional  supplies  suggested  by  the  city,  such 
as  the  taking  of  gas  away  from  field  operations  in  several  of  the  oil  fields 
and  supplanting  the  gas  with  oil,  and  also  by  the  substitution  of  gas  by 
oil  in  refineries  of  certain  of  the  oil  companies,  it  does  not  appear  that 
these  methods  of  obtaining  gas  are  at  present  commercially  feasible. 

It  is  the  desire  of  applicant  that  a  uniform  quality  of  gas  service  be 
supplied.  During  the  past  winter  a  serious  condition  of  gas  service 
existed  in  Los  Angeles  and  vicinity.  Applicant  was  not  able  to  main- 
tain a  uniform  quality  of  gas  and  there  resulted  very  unsatisfactory 
service  conditions  and  a  large  number  of  complaints  by  consumers  as 
to  the  quality  of  the  gas  served.  In  order  to  mitigate  the  difficulties 
during  the  past  winter,  the  Commission  assigned  one  of  its  engineers  to 
supervise  the  distribution  of  natural  gas  between  the  various  gas 
utilities.  Careful  record  was  kept  of  the  service  conditions  existing. 
Laboratory  tests  relative  to  the  effect  of  varying  qualities  of  gas  were 
made  by  the  Commission's  engineers,  assisted  by  engineers  of  the 
company  and  the  city  of  Los  Angeles,  which  indicated  to  a  considerable 
extent  that  satisfactory  service  could  not  be  obtained  by  fluctuation  in 
the  quality  of  gas  from  natural  gas  to  mixed  gas.  Testimony  of  con- 
sumers and  the  testimony  of  representatives  of  one  of  the  appliance 
companies  corroborated  this  conclusion.  To  follow  the  suggestion  of 
the  city  of  Los  Angeles  would  be  to  require  the  supplying  of  natural 
gas  from  six  to  seven  months  in  the  summer  and  then  the  necessity  on 
the  part  of  the  company  to  supply  a  varying  quality  of  gas  throughout 
the  remainder  of  the  year.  For  satisfactory  service,  in  general,  it  would 
be  necessary  to  adjust  appliances  at  least  twice  each  year,  an  impossible 
thing  to  do  when  it  is  considered  that  there  are  practically  200,000 
consumers  on  the  systems  of  applicant  and  Southern  California  GsA 
Company.  It  has  been  the  observation  of  the  Commission's  engineers 
that  it  is  not  practicable  for  consumers  to  adjust  their  own  appliances. 

The  use  of  gas  for  cooking  and  heating  purposes  in  Los  Angeles  is 
more  extensive  than  in  practically  any  other  city  in  California.  Many 
houses  are  constructed  without  equipment  for  the  use  of  other  fuels  and 
it  is  of  vital  importance  that  a  satisfactory  quality  of  gas  be  supplied 
even  though  the  cost  per  thousand  cubic  feet  delivered  may  be  slightly 
higher.  We  are  convinced  that  the  plan  suggested  by  the  city  of  Los 
Angeles  is  not  advisable;  that  it  is  more  important  that  a  uniform 
quality  of  gas  be  supplied  than  an  apparent  saving  be  shown  through 
the  supplying  of  a  widely  varying  quality  of  gas;  that  the  consumers 
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will  obtain  greater  satisfaction  and  greater  efficiency  and  a  resulting 
economy  through  the  supplying  of  a  uniform  quality  rather  than  a 
varying  quality  of  gas,  which  at  best  would  be  far  from  satisfactory. 

During  the  past  year  the  amount  of  natural  gas  available  to  applicant 
has  decreased  in  relation  to  its  actual  requirements,  due  to  the 
tremendous  increase  in  gas  sendouts.  Peak  loads  during  the  past  winter 
have  been  of  such  magnitude  that  it  has  been  wholly  impossible  to 
maintain  the  established  heating  value  standards.  Because  of  this 
condition  the  Commission  authorized  a  temporary  reduction  for  the  past 
winter  from  815  British  thermal  units  to  760  British  thermal  units  per 
cubic  foot.  The  experience  gained  from  the  Commission's  supervisory 
work  of  gas  conditions  in  Los  Angeles  has  indicated  very  definitely  the 
necessity  for  the  establishment  of  a  standard  for  gas  quality  which  can 
be  maintained.  In  making  the  determination  of  a  new  gas  standard 
to  be  established,  the  fact  must  not  be  lost  sight  of,  that  since  the  delivery 
of  large  volumes  of  gas  from  the  new  Elk  Hills  Field,  the  quality  of 
natural  gas  being  delivered  to  applicant  has  dropped  from  about  1050 
British  thermal  units  to  approximately  970  British  thermal  units  per 
cubic  foot.  This  condition  obviously  makes  impossible  the  maintenance 
of  as  high  a  standard  as  was  previously  possible  with  the  same  percentage 
of  natural  gas  in  the  commercial  mixed  gas  supplied  to  applicant's 
consumers. 

After  a  careful  consideration  of  operating  conditions,  and  require- 
ments of  the  Los  Angeles  district,  and  probable  amount  of  natural  gas 
available  to  applicant,  it  appears  to  be  impossible  to  maintain  as  high 
a  heating  value  standard  as  the  present  815  British  thermal  units  during 
the  coming  winter.  It  is  the  Commission's  opinion  that  the  highest 
practicable  quality  of  gas  service  which  can  be  maintained  within 
reasonable  limits  for  a  period  of  more  than  one  year  should  be  put  in 
effect.  This  would  permit  the  proper  adjustment  of  appliances  to  a 
setting  which  would  be  relatively  permanent.  Peak  winter  loads  will 
obviously  cause  temporary  drops  in  the  heating  value  below  the  fixed 
standard.  The  standard,  however,  must  not  be  established  so  high  that 
these  fluctuations  below  it  during  peak  periods  would  result  in  generally 
unsatisfactory  service  because  of  the  existing  adjustment  of  gas  appli- 
ances being  unable  to  properly  and  efficiently  utilize  gas  of  the  changed 
quality. 

The  present  standard  should  be  reduced  to  750  British  thermal  units 
per  cubic  foot,  monthly  average,  as  hereinafter  ordered,  with  a  maximum 
permissible  fluctuation  of  '^5  British  thermal  units  below  and  35  British 
thermal  units  above  except  in  cases  of  serious  emergencies  caused  by 
failure  of  natural  gas  supply.  It  is  the  intent  of  those  limitations  that 
deviations  below  the  standard  q\iality  on  a  peak  day  of  large  gas  send 
outs  shall  not  he  compensated   for  by  an  equal   increase  above  the 
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standard  on  a  wanner  day  of  small  sendout.  It  is  the  intent  that  the 
average  quality  of  the  total  of  all  gas  sent  out  shall  comply  with  the 
standard  established.  This  is  an  actual  reduction  of  only  56  British 
thermal  units  in  the  average  quality  as  was  supplied  for  the  year  1920. 

Applicant  testified  that  it  expects  an  increase  of  15  per  cent  in  gas 
sales  during  the  coming  year.  From  January  1,  1919,  to  December  31, 
1920,  there  has  been  an  increase  of  24',574  in  the  number  of  active 
meters.  A  study  of  present  conditions  in  Los  Angeles  and  vicinity 
indicates'  a  continuance  of  this  growth  during  the  period  herein  con- 
sidered, and  estimates  of  operations  have  therefore  been  prepared  with 
this  condition  in  mind. 

Probable  gas  sales  have  been  estimated  after  an  analysis  of  previous 
experience . of  applicant's  operations,  determining  the  average  British 
thermal  unit  sales  per  active  meter  for  each  month  of  the  past  two 
years.  From  the  total  estimated  British  thermal  unit  sales,  total  gas 
requirements  on  a  cubic  foot  basis  were  determined  for  several  qualities 
of  .service  in  order  that  complete  knowledge  of  all  conditions  be  had, 
and  also  to  a-ssist  in  making  possible  the  detennination  of  the  most 
advantageous  standard  to  be  established. 

There  is  now  being  brought  to  Los  Angeles  an  increased  supply  of 
natural  gas  by  the  Midway  Gas  Company.  Computations  herein  have 
been  based  upon  materially  greater  receipts  of  natural  gas  by  applicant. 
The  use  of  more  natural  gas  for  reforming  will  offset  to  a  large  extent 
other  increased  costs  resulting  from  higher  charges  for  wages  and  oil 
and  the  natural  gas  itself. 

Table  IV  sets  forth  a  revised  estimate  of  applicant's  operations  for 
the  year  ending  June  30,  1922.  Operating  expenses  have  been  deter- 
mined after  a  careful  analysis  of  the  testimony  and  evidence  submitted 
in  this  proceeding.  Applicant  estimated  that  a  very  largely  increased 
amount  of  oil  would  be  required  for  its  future  needs.  In  view  of  the 
increased  quantities  of  natural  gas  which  will  be  delivered  to  Los 
Angeles  by  the  Midway  Gas  Company,  applicant  can  obtain  a  much 
greater  volume  of  natural  gas  that  it  has  received  heretofore.  The  use 
of  such  additional  natural  gas  will  in  a  large  measure  tend  to  offset  the 
increases  of  other  operating  expenses.  Applicant  should  be  able  during 
the  next  year  to  obtain  at  least  7,935,000  M  cubic  feet  of  natural  gas. 
With  this  quantity  of  natural  gas  it  is  estimated\  that  920,825  barrels 
of  oil  would  be  required  for  gas  plant  purposes  for  the  production  of 
the  required  amount  of  750  British  thermal  units  gas  as  compared  with 
applicant's  estimate  for  the  same  (luality  of  gas  of  about  1,065,000 
barrels.  This  would  result  in  total  net  costs  of  $1,611,445  for  oil  and 
$1,428,850  for  natural  gas,  which  two  items  constitute  52^  per  cent  of 
the  total  cost  of  service,  excluding  interest  charges.    Reduction  of  gas 
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quality,  when  using  the  natural  gas  reforming  process,  results  in  the 
necessity  of  increasing  both  the  quantity  of  reformed  gas  and  also  of 
oil  gas  because  of  increased  sendout.  The  cost  per  thousand  cubic  feet 
is  reduced,  however,  about  2^  cents  per  M  cubic  feet,  with  a  reduction 
of  the  standard  of  50  British  thermal  units. 

In  the  estimate  of  reasonable  operating  expenses  set  forth  in  Table  IV 
hereafter  there  has  been  allowed  in  the  item  of  taxes,  state  taxes  at  the 
rate  of  7^  per  cent  upon  the  gross  revenue  for  the  preceding  twelve 
months,  normal  federal  income  tax,  capital  stock  tax  and  tjity  and 
county  franchise  tax.  Excess  profit  tax  has  not  been  allowed,  as  this 
should  properly  be  paid  by  applicant  from  its  net  return.  Consider- 
able difference  exists  between  the  estimates  of  the  company  and 
Mr.  Masser,  as  to  certain  of  the  operating  expenses,  especially 
production,  operation  and  maintenance  other  than  oil  and  gas,  certain 
modifications  have  been  made  in  the  estimates  herein  in  view  of  the 
modification  in  operations  proposed. 

With  the  proposed  change  of  gas  (juality  it  will  become  necessary  to 
make  minor  adjustments  of  a  number  of  gas  appliances.  In  addition 
to  this  applicant  should  also  devote  considerably  more  attention  to  the 
continued  adjustment  of  consumers'  appliances  in  order  that  more 
universal  satisfaction  be  had  of  the  gas  service.  This  will  require  the 
maintenance  of  a  crew  of  service  men,  with  automobiles  and  equipment, 
who  will  be  able  to  respond  promptly  to  calls  and  make  the  necessary 
adjustment  of  stoves,  heaters,  furnaces,  etc.,  especially  during  the 
winter  period.  With  the  maintenance  of  a  uniform  gas  quality  it  is 
believed  this  adjustment  work  will  not  be  found  to  require  an  unduly 
large  amount  of  labor.  Allowance  of  $25,000  additional  has  herein 
been  made  for  properly  providing  for  service  crews  to  make  necessary 
adjustments  of  gas  appliances. 
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TABLE  IV. 

Los  Angeles  Gas  and  Electric  Corporation — Summary  of  (iAs  Operations  : 
Estimated  for  Year  Ending  June  30,  1022. 
Under  Present  Ratc^. 
Quality  of  pas  750  British  thermal  units. 

Scndout,   M    cubic    feet    10»S20.0(X) 

Gas  sales,  M  cubic  feet IMJSCm'iOO 

Average  consumers   178,200 

Gross  revenue    (present  rates)  — 

Gas  sales   at   .f7.367/mcf  average $7,009,210 

Briquet  revenue 245,000 

Miscellaneous    22,000 

$7,3(J(),210 

Operating  expenses — 

Production:  Oil  920,825  barrels $1,611,444 

Natural  gas,  7,935,000  :M  cubic  feet__     1,428,850 

Operations  other  than  oil  and  gas 300,000 

Maintenance    132,500 

Briquets    225,0^)0 

Total  production  expense $3,757,850 

Distribution  and  transmission  expense 370,000 

(Commercial    499,(M)0 

(ieneral    290,000 

Taxes,  normal    federal   income   110.4f»0 

Taxes,  capital  stock  tax 8,010 

Taxes,  state  tax 480.0(X) 

rncollectible  bills   29,500 

Total    operating   expenses    $5,.545,420 

Depn^ciation    340,r>30 

Total  operating  charges $5,880,050 

Net  for  return : 1,480,100 

Rate  base 20,104,933 

Reasonable  return  on  rate  base 1,041,195 

Deficit  below  reasonable  return   101,035 

Table  IV  indicates  that  under  existing  conditions  the  rates  for  the 
year  ending  June  30,  1922,  should  be  so  increased  as  to  yield  applicant 
additional  revenue  to  the  extent  of  $161,000.  This  would  provide  a 
fair  return  upon  the  investment  in  ease  gas  of  750  British  thermal  units 
(|uality  is  served  and  the  price  of  oil  of  $1.75  per  barrel  continues. 
The  cost  of  oil  is  a  large  part  of  the  cost  of  gas,  even  in  the  case  of  the 
mixed  gas  service  rendered  by  applicant.  It  is  estimated  that  appli- 
cant will  sell  during  the  coming  year  9,636,500  M  cubic  feet  of  ** mixed 
gas,"  of  which  approximately  3,256,000  M  cubic  feet  will  be  oil  gas, 
reciuiring  920,825  barrels  of  oil  to  produce.  A  change  of  10  cents  per 
barrel  in  the  price  of  oil  would  result  in  a  change  in  operating  costs 
amounting  to  approximately  1  cent  per  thousand  cubic  feet.  Changes 
in  the  price  of  oil  have  been  frecfuent  and  in  several  instances  not  con- 
templated, with  the  result  that  changes  in  rates  had  to  be  made 
frequently  and  generally  considerable  delay  occurred. 

It  is  advisable  to  establish  a  procedure  whereby  changes  in  rates 
with  changes  in  the  price  of  oil  may  be  made  without  the  delay  neces- 
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sary  with  formal  hearings.  A  study  of  the  Public  Utilities  Act  leads 
to  the  conclusion  that  the  procedure  herein  followed,  whereby  the  rates 
for  gas  will  vary  with  the  price  of  oil,  will  be  in  accordance  therewith. 
We  find  that  a  change  in  the  rate  for  gas  of  1  cent  per  thousand  cubic 
feet  for  each  10-cent  change  in  the  price  of  oil  to  be  reasonable. 
This  application  was  filed  with  the  Railroad  Commission  November  18, 

1920.  Applicant  has  submitted  a  statement  showing  that  on  January  1, 

1921,  to  May  12,  1921,  it  has  purchased  622,922  barrels  of  oil  at  a  price 
of  $2  per  barrel.  The  rates  which  are  now  in  effect  on  applicant's 
system  were  fixed  on  the  basis  of  oil  purchased  at  the  price  of  $1.60 
per  barrel.  In  view  of  the  planned  method  of  fixing  rates  to  vary 
with  the  price  of  oil,  it  is  apparent  that  applicant  will  not  in  the  future 
be  in  a  position  to  recoup  the  loss  in  earnings  resulting  from  the  delay 
between  an  increase  in  the  price  of  oil  and  an  increase  in  rates.  Under 
the  former  method  of  fixing  rates,  which  recjuired  a  complete  investiga- 
tion, and  where  considerable  delay  occurred  between  the  change  in 
price  of  oil  and  either  an  increase  or  decrease  in  rates,  this  reimburse- 
ment would  be  possible  if  further  reductions  in  the  price  of  oil  occurred. 
IXue  to  the  lag  in  the  time  between  the  filing  of  this  application  and  the 
effective  date  of  this  decision,  applicant's  cost  of  oil  exceeded  by 
approximately  $249,000  the  cost  based  on  the  price  of  $1.60  per  barrel, 
which  is  the  basis  of  existing  rates  owing  to  the  price  of  $2  per  barrel 
continuing  from  November,  1920,  to  May  13,  1921.  The  rates  herein 
fixed  are  based  upon  a  price  of  oil  of  $1.75  to  be  varied  1  cent  per 
thousand  cubic  feet  for  each  10-cent  variation  in  the  price  of  oil  above 
or  below  that  price.  In  view  of  these  facts  we  are  of  the  opinion  that 
applicant  is  entitled  to  reimbursement  for  the  cost  of  oil  not  heretofore 
covered  in  the  rates  as  above  specified,  totaling  $249,000.  Applicant 
will  be  authorized  to  charge  and  collect,  in  addition  to  the  rates  herein 
fixed,  a  charge  of  3  cents  per  thousand  cubic  feet  on  all  gas  sold  until 
such  time  as  it  has  been  reimbursed  for  the  excess  cost  of  oil  purchased 
since  the  date  of  the  filing  of  this  application  and  not  heretofore 
accounted  for  in  rates,  not  to  exceed  $249,000. 

The  city  of  Pasadena  filed  a  brief  with  the  Commission  regarding 
applicant's  estimated  operations,  it  being  contended  that  applicant 
largely  over-estimated  the  quantity  of  oil  required  and  under-estimated 
the  probable  quantity  of  natural  gas  which  will  be  available  to  it, 
thereby  adding  excessively  to  gas  production  costs.  These  matters  have 
been  fully  considered  herein. 

Further  contention  was  made  relative  to  the  spreading  of  rates 
between  Los  Angeles  city  and  the  city  of  Pasadena,  and  also  charges  to 
be  allowed  for  depreciation.     Consideration  of  operating  charges,  in 
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reference  to  these  allegations,  indicates  that  the  city  of  Pasadena  would 
not  be  obliged  to  bear  an  unfair  proportion  of  them. 

The  Commission  has  investigated  the  actual  peak  winter  demands  of 
a  number  of  applicant's  heating  consumers.  From  this  study  it  is 
apparent  that  many  of  these  larger  heating  consumers  demand  a  service 
of  gas  which  actually  costs  applicant  considerably  in  excess  of  the  price 
received  for  the  gas  sold.  This  results  from  the  fact  that  much  of  the 
gas  produced  during  peak  periods  is  made  wholly  from  oil  and  there- 
fore exceeds  the  average  cost  of  the  mixed  gas  normally  made.  Further, 
in  order  to  render  adequate  service  during  peak  loads,  unduly  large 
production,  transmission  and  distribution  facilities  are  required  and  the 
excess  capacity  of  these  is  idle  the  major  portion  of  the  year,  thereby 
increasing  interest  charges  on  this  service. 

In  many  eastern  cities  receiving  natural  gas  which  is  used  for  heating 
purposes,  it  has  been  found  necessary  to  resort  to  the  extreme  of 
charging  more  per  thousand  cubic  feet  for  gas  sold  in  the  large  blocks 
than  for  the  smaller  quantities,  in  order  to  charge  this  class  of  consumer 
the  reasonable  cost  of  the  service  rendered.  The  rates  herein  will  be 
modified  to  correctly  charge  for  this  service. 

Applicant  has  made  a  special  report  regarding  various  classes  of 
consumers  and  submitted  testimony  and  exhibits  indicating  that  an 
equal  increase  of  rates  applicable  to  consumers  using  gas  in  large  quan- 
tities, for  heating  purposes  for  hotels,  apartment  houses,  etc.,  and  for 
other  commerci^  purposes,  would  result  in  a  loss  of  such  business,  and 
thereby  require  a  greater  increase  of  rates  by  about  5  cents  per  M  cubic 
feet  in  the  smaller  blocks  of  the  schedules.  This  conclusion  does  not 
follow  in  our  opinion  when  considering  the  smaller  increase  herein 
authorized. 

The  present  rates  in  effect  in  the  city  of  Los  Angeles  were  established 
February  21,  1919,  for  an  815  British  thermal  unit  mixed  gas  standard 
and  are  as  follows  : 

First  ."j.OOO  cubic  feet  |M»r  meter  per  month 75  cents  per  M 

Next  5,0(K)' cubic  feet  per  meter  per  month 70  cents  per  M 

Next         1.').000  cubic  feet  per  meter  i>er  month (»5  centi^  per  M 

Next         25,000  cubic  feet  per  meter  per  month GO  cents  per  M 

All  over  50,000  cubic  feet  per  meter  per  month .^>5  cents  per  M 

The  rates  in  the  outlying  districts  range  from  5  cents  to  15  cents  per 
M  cubic  feet  higher  in  the  first  three  blocks  of  the  schedule.  At  the 
present  time  minimum  charges  for  service  are  50  cents  per  meter  per 
month  where  only  one  meter  is  installed  oh  the  service  line,  or  35  cents 
per  meter  where  four  or  more  meters  are  placed  at  the  same  location 
on  the  one  service.  These  minimum  charges  are  under  present  condi- 
tions entirely  inadequate  to  meet  the  expenses  directly  chargeable  as 
consumer  costs.     A  knowledge  of  conditions  in  Los  Angeles  and  vicinity 
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does  not  indicate  that  an  unfair  burden  would  be  placed  upon  any  class 
of  consumers  because  of  an  increase  of  these  minimum  charges. 
Consumers  occupying  apartment  houses,  where  a  number  of  meters  are 
installed  on  the  same  service,  would  not  in  general  be  seriously  affected 
by  the  increase  of  the  minimum  charge  herein  authorized. 

Since  the  establishment  of  the  present  rates,  Mid  the  districts  to  which 
they  are  applicable,  there  have  been  certain  annexations  to  the  city  of 
Los  Angeles,  and  it  is  now  necessary  to  revise  the  limits  of  District  No.  1 
so  as  to  include  the  St.  Francis  Addition  and  the  Hill  Addition,  taken 
into  the  city  by  ordinances  Nos.  39715  N.  S.  and  40591  N.  S.  respectively. 

We  submit  the  following  form  of  order : 

ORDER. 

Los  Angeles  Gas  and  Electric  Corporation  having  applied  to  the 
Railroad  Commission  for  an  order  granting  authority  to  increase  its 
rates  and  charges  for  gas  supplied  to  its  consumers,  public  hearings 
having  been  held,  and  the  matter  having  been  submitted  and  being  now 
ready  for  decision,  the  Railroad  Commission  hereby  finds  as  a  fact  that 
the  rates  now  charged  by  Los  Angeles  Gas  and  Electric  Corporation, 
in  so  far  as  they  differ  from  the  rates  herein  fixed,  are  not  now  just  and 
reasonable  rates,  and  that  the  rates  herein  established  are  just  and 
reasonable  rates  for  gas  for  domestic,  commercial  and  industrial  service. 

Basing  its  order  upon  the  foregoing  findings  of  fact  and  the  findings 
of  fact  contained  in  the  opinion  which  precedes  this  order ; 

It  is  herehy  ardered,  that  Los  Angeles  Gas  and  Electric  Corporation 
be  and  is  hereby  authorized  to  charge  and  collect  the  following  rates  for 
gas  for  domestic  and  commercial  purposes  in  its  several  districts,  whir»h 
rates  shall  be  effective  for  all  regular  meter  readings  taken  on  and  after 
the  first  day  of  August,  1921 : 

Schedule  No.  1. 
General  sen  ice. 

Ajjplirabli'  to  (lomp.stic  and  commercial  KPrvice  for  ligfhting,  heatioji;  and  cooking. 
Heatiuj?  quality  of  SJi«  750  Kritisli  thermal  units  \tvr  cubic  foot. 
Territory. 

Applicable  to  District  No.  1,  including:  territory  as  described  under  (G), 
**I>escription  of   Special   Districts."   of   preliminary  statement. 

Rates, 

First  5,000  cubic  feet  per  meter  per  month 75  cents  per  M  cubic  feet 

Next         15.000  cubic  feot  per  meter  per  month 70  cents  pel  M  cubic  feet 

Next        30,000  cubic  feet  per  meter  per  month 05  cents  per  M  cubic  feet 

All  over  50.000  cubic  feet  per  meter  per  month tJO  cents  per  M  cubic  feet 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  one  cent  pei 
10(^)  cubic  feet  for  each  10  cents  increase  or  decrease,  respectively,  in  the  cost  ol 
oil   above  or  below   the  price  of  $1.75   per  barrel,   upon   approval  of   the  Railroad 
Comniission  of  the  State  of  California.     Chanjje  to  be  to  the  nearest  one  ct»nt. 
M  i  n  i  m  u  m  eh  a  rge. 

(1)  Where  four  or  more  meters  are  served  in  one  location  on  one  service  for 
flats  and  apartments  70  cents  per  meter  per  month. 

(2)  For  service  other  than  stated  under  (1)  SO  cents  per  meter  per  month. 
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SCUEUULE  No.  2. 
(J enteral  svrvive. 

Applicable  to  domestic  and  commercial  itervice  for  li^hling.  beating  and  cooking. 
Heating  quality  of  gas  750  British  thermal  units  per  cubic  foot. 
Territory. 

Applicable  to  District  No.  2,  which  includes  the  city  of  Pasadena  and  the  city  of 
South  Pasadena. 
Rates. 

First  5,000  cubic  feet  per  meter  per  month 80  cents  per  M  cubic  feet 

Next         15,000  cubic  feet  per  meter  per  month 70  cents  per  M  cubic  feet 

Next         30,000  cubic  feet  per  meter  iK*r  month tH  cents  per  M  cubic  feet 

All  over  50,000  cubic  feet  i)er  meter  per  month (K)  cents  i)er  M  cubic  feet 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  one  cent  \yvr 
1000  cubic  feet  for  each  10  cents  increase  or  decrease,  respectively,  in  the  cost  of 
oil  above  or  below  the  price  of  $1.75   i)er  barrel,  upon   approval  of  the   Uailroad 
Commission  of  the  State  of  California.     Change  to  be  to  the  nearest  one  cent. 
Minimum  charge. 

(1)  Where  four  or  more  meters  are  served  in  one  location  on  one  service  for 
flats  and  apartments  70  cents  per  meter  per  month. 

(2)  For  service  other  than  stated  under  (1)  80  cents  per  meter  per  month. 

Schedule  No.  3. 
Qenfiral  service. 

Applicable  to  domestic  and  commercial  service  for  lighting,  heating  and  cooking. 
Heating  quality  of  gas  750  British  thermal  units  per  cubic  foot. 

Territory. 

Applicable  to  District  No.  3,  which  includes  the  city  of  Alhambra  and  the  city 
of  Huntington  Park. 
Rates. 

First  5,000  cubic  feet  per  meter  per  month 85  cents  per  M  cubic  feet 

Next         15,000  cubic  feet  per  meter  per  month 75  cents  per  M  cubic  feet 

Next         30,000  cubic  feet  per  meter  i>er  month 05  cents  per  M  cubic  feet 

All  over  50,000  cubic  feet  i>er  meter  per  month OO  cents  per  M  cubic  feet 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  one  cent  per 
1000  cubic  feet  for  each  10  cents  increase  or  decn'ase,  respectively,  in  the  cost  of 
oil  above  or  below  the  price  of  $1.75  per  barrel,  upon  approval  of  the  Railroad 
Commission  of  the  State  of  California.     Change  to  be  to  the  nearest  one  cent. 

Minimum  charge. 

(1)  Where  four  or  more  meters  are  served  in  one  location  on  one  service  for 
flats  and  apartments  70  cents  per  meter  per  month. 

(2)  For  service  other  than  stated  under  (1)  80  cents  per  meter  per  month. 

Schedule  No.  4. 
Getwral  service. 

Applicable  to  domestic  and  commercial  service  for  lighting,  heating  and  cooking. 
Heating  quality  of  gas  750  British  thermal  units  per  cubic  foot. 
Territory. 

Applicable  to  District  No.  4,  which  includes  the  following  territory :  All  por- 
tions not  included  within  Districts  Nos.  1,  2  and  3,  served  by  the  Los  Angeles 
Gas  and  Electric  Corporation,  including  incorporated  territories  of  San  Marino, 
San  Gabriel,  Eagle  Rock,  Vernon,  Watts,  Inglewood  and  Monterey  Park  and 
territory  adjacent  to  the  above. 
Rates. 

First  5,000  cubic  feet  per  meter  per  month 90  cents  per  M  cubic  feet 

Next         15,000  cubic  feet  per  meter  per  month 80  cents  per  M  cubic  feet 

Next         30,000  cubic  feet  per  meter  per  month 70  cents  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month (JO  cents  per  M  cubic  feet 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  one  cent  per 
1000  cubic  feet  for  each  10  cents  increase  or  decrease,  resi>ectively,  in  the  cost  of 
oil  above  or  below  the  price  of  $1.75  per  barrel,  upon  approval  of  the  Railroad 
Commission  of  the  State  of  California.     Change  to  be  to  tie  nearest  one  cent. 
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Minimum  charge. 

(1)  When*   four  or   more   motors   are  served   in   ono   location   on   one  service   for 
flats  and  apartments  70  cents  \wr  meter  iier  nwnth. 

(2)  For  service  other  than  stated  under  (1)   80  cents  per  meter  per  mouth. 

C'lass  "A"  Industrial  Service  "Limited." 
Industrial  service. 

Applicable  to  industrial  service  on  existing  mains  having  a  delivery  capacity  in 
excess  of  the  present  requirements  of  consumers  now  served  under  domestic  and 
commercial  schedules.  For  puri>oses  where  gas  fuel  is  essential  to  continutnl  opera- 
tion, such  as  metal  working  processes,  glass  manufacture,  special  tile  manufacture 
and  the  prei)aration  of  food  products,  etc.  Heating  quality  of  gas  750  British 
thermal  units  i)er  cubic  foot. 
TerritoT}/. 

Applicable  to  all  districts  served  by  I^s  Angeles  Gas  and  Electric  Corporation. 

Ra  tcs. 

Readiness-to-.serve   charge $10  00  i>er   meter  per   month 

Plus   consumption   charge 57  cents  per   1000  cubic   feet 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  1  cent  per 
ICKK)  cubic  feet  for  each  10  cents  increase  or  decrease,  respectively,  in  the  cost  of 
oil  above  or  below  the  price  of  $1.75  per  barrel,  upon  approval  of  the  Railroad 
Commission  of  the  State  of  California.     Change  to  be  to  the  nearest  one  cent. 

Spe(^l  conditions. 

Service  under  this  schedule  will  be  grante<l  subject  to  the  approval  of  the 
Railroad  ('ommission   of   the   State  of  California. 

It  is  hereby  further  ordered,  that  Los  Angeles  Gas  and  Electric 
Corporation  be  authorized  to  reduce  the  heating  standard  of  gas  served 
to  750  British  thermal  units  per  cubic  foot  monthly  average  with  a 
maximum  variation  of  35  British  thermal  units  per  cubic  foot  above  or 
below  this  average  effective  on  and  after  July  1,  1921. 

It  is  hereby  furtJier  ordered,  that  in  case  of  a  reduction  in  the  price 
of  oil  Los  Angeles  Gas  and  Electric  Corporation  shall  file  within  ten 
days  thereafter,  an  aifidavit  setting  forth  the  new  price  of  oil  paid,  and 
shall  thereafter,  upon  supplemental  order  of  this  Commission  in  this 
proceeding,  charge  the  reduced  rates  as  determined  under  the  schedules 
herein  set  forth. 

It  is  hereby  furtJier  ordered,  that,  should  at  any  time  an  increase  in 
price  of  oil  occur,  applicant  may,  after  filing  affidavit  of  such  increase 
and  receiving  a  supplemental  order  from  this  Commission  so  authorizing, 
eliarge  the  increase  in  rates  as  determined  under  the  schedules  herein 
set  forth. 

It  is  hereby  further  ordered,  that  Los  Angeles  Gas  and  Electric 
Corporation  be,  and  it  is,  hereby  authorized  to  charge  and  collect  in 
addition  to  the  schedules  of  rates  herein  set  forth,  a  charge  of  3  cents 
per  thousand  cubic  feet  for  all  gas  sold  based  on  meter  readings  taken 
on  and  after  the  first  day  of  August,  1921,  and  until  such  time  as  it  has 
collected  thereunder  the  total  sum  of  $249,000  and  not  thereafter. 

It  is  h^^reby  further  ordered,  that — 

1.  Los  Angeles  Gas  and  Electric  Corporation  shall  file  with  the 
Commission  on  or  before  August  1,  1921,  the  schedules  of  rates  and 
charges  herein  set  forth. 
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2.  Los  Angeles  Gas  and  Electric  Corporation  shall  file  with  the 
Commission,  on  or  before  September  20,  1921,  and  on  or  before  the 
twentieth  day  of  each  month,  a  statement  showing  the  total  gas  sales  in 
cubic  feet  during  the  preceding  calendar  month  as  long  as  it  is  collecting 
the  additional  charge  of  3  cents  per  1000  cubic  feet  herein  authorized. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  this  twenty-second  day  of  June,  1921. 


Decision  No.  9133. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  CALIFORNIA 
GAS  COMPANY  FOR  AN  INCREASE  IN  AND  A  GENERAL  ADJUST- 
MENT OF  ITS  RATES  AND  CILVRGES  FOR  (iAS  TO  BE  SOLD  AND 
DISTRIBUTED  BY  IT  WITHIN  THE  CITY  OF  LOS  ANGELES  AND 
VARIOUS  INCORPORATED  AND  UNINCORPORATED  TERRITO- 
RIES,  IN   THE  VICINITY   OF  LOS   ANGELES. 


Application  No.  6338. 
Decided  June  22,  1921. 


Rate  of  Return. — ^Becan.se  of  competition  and  scattered  districts,  applicant  unable 

to  earn  as  profitable  rate  of  return  upon  its  domestic  business  as  competitor. 
Dkpreciation. — Depreciation  to  be  included  in  oi)erating  charges  raised  from  4  to 

6  per  cent  on  sinking  fund  basis. 
DiFPEEKNTiAL  BETWEEN  CoST  OF  Ou,  AND  Gas. — Fixed  at  1  Cent  per  M  cubic  feet 

to  10  cents  per  barrel  in  cost  of  oil. 
Standard  Gas  Quality — Mixed  Gas. — Seven  hundred  fifty  British  thermal  units 

per  cubic  foot  monthly  average,  with  a   maximum  permissible  fluctuation  of 

Ji5  British  thermal  units  above  or  below  established. 
Opebating  Statistics — Revenue,  Expenditures. — Applicant  directed  to  give  more 

attention  to  maintenance  of  distribution  facilities  and   propeit  adjustment  of 

consumers'  appliances.     Crew  of  service  men  necessary. 

Jiired  Hoic  and  P-aw/  Fussell^  for  Applicant. 

Jess  Stephens  and  i/.  Z.  Osborne^  Jr.,  for  City  of  Los  Angeles. 
LcRoy  J/.  Edicardn,  for  Southern  Counties  Gas  Company  of  California. 
F.  L.  Perry,  for  Cities  of  Redondo  liVach  and  Manhattan  Beach. 

Brundige  and  Roweu.,  Commissioners, 

OPINION. 
Southern  California  Gas  Company,  applicant  herein,  asks  authority 
to  increase  its  rates  and  charges  for  the  several  classes  of  gas  service 
rendered  by  it  to  its  various  domestic  and  industrial  consumers  in  the 
city  of  Los  Angeles  and  vicinity.  Applicant  alleges  that  its  rates  were 
first  fixed  by  this  Commission  by  Decision  No.  4559  (Opinions  and 
Orders  of  the  Railroad  Commission  of  the  State  of  California, 
Volume  13,  page  742),  consideration  then  being  given  to  the  fact  that 
applicant  was  in  active  competition  with  Los  Angeles  Gas  and  Electric 
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('Orporation  and  that  it  could  not  conduct  its  ])n8iness  successfully  if 
higher  rates  were  elmrged  by  it  tlian  by  its  competitor  in  the  same 
territory,  and  ])eeause  of  this  situation  the  Railroad  (commission  estab- 
lished the  same  rates  as  were  at  that  time  fixetl  for  the  Los  Angeles 
Gas  and  Electric  Corporation;  that  the  Railroad  Commission  snbse- 
(|uently,  by  its  Decision  No.  6138,  again  prescribed  for  applicant 
increased  rates  upon  a  competitive  basis.  It  is  further  alleged  that 
this  Commission,  by  Decision  No.  4559,  tentatively  found  a  value  of 
applicant's  investment  lower  than  applicant  believes  reasonable;  that 
the  cost  of  money  for  financing  improvements  to  its  system  has 
increased  materially ;  and  that  applicant  is  informed  that  Los  Angeles 
Gas  and  Electric  Corporation  has  applied  to  the  Railroad  Commission 
for  authority  to  increase  its  gas  rates. 

Applicant  therefore  prays  that  the  Commission  fix  like  rates  for  it 
as  may  be  granted  its  competitor,  and  that  the  Commission  establish 
a  fair  rate  base  predicated  upon  its  investment. 

A  hearing  was  held  in  Los  Angeles  on  April  27,  1921,  at  which  time 
applicant  requested  that  the  rates  at  present  in  effect  in  its  Redondo 
division  and  in  the  to\\Ti  of  Newhall,  and  also  rates  for  wholesale 
service  to  other  distributing  utilities  be  permitted  to  remain  unchanged. 
The  matter  was  thereupon  submitted  and  is  now  ready  for  decision. 
Evidence  was  presented  in  this  proceeding  in  the  form  of  exhibits  and 
testimony  relative  to  applicant's  financial  operations  by  its  assistant 
auditor,  Mr.  L.  W.  H.  JolliflFe,  and  additional  evidence  regarding 
service  conditions  by  Mr.  C.  D.  Bell,  superintendent  of  distribution. 
It  was  stipulated  that  the  proceeding  be  submitted  with  the  under- 
standing that  applicant  furnish  to  the  Commission,  and  copies  to  the 
city  of  Los  Angeles,  data  relative  to  recent  capital  expenditures  and 
such  other  information  as  the  Commission's  engineers  might  require 
for  their  investigation;  and  that  records  in  Application  No.  1853  and 
all  other  records  of  the  Commission  and  annual  reports  of  applicant  be 
considered  in  evidence,  and,  further,  that  thirty  days  be  allowed  wuthin 
which  time  the  city  of  Los  Angeles  mit?ht  submit  briefs  or  exhibits. 

The  city  of  Los  Angeles,  as  well  as  applicant  in  its  petition,  request^d 
that  the  Commission  make  a  valuation  of  the  company's  properties. 
Testimony  of  interested  parties  was  to  the  effect  that,  because  of  time 
required  for  making  such  a  valuation,  and  the  resulting  delay  in  the 
fixing  of  the  rates,  it  would  for  the  present  be  satisfactory  if  the  Rail- 
road Commission  would  sufficiently  investigate  applicant's  operations 
whereby  its  costs  of  service,  in  comparison  with  similar  costs  of  the 
Los  Angeles  Gas  and  Electric  Corporation,  might  be  determined,  and 
if  applicant's  costs  were  found  to  be  the  greater,  a  valuation  might  at 
this  time  be  omitted. 
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Applicant  is  engaged  in  supplying  natural  gas  and  mixed  gas  to 
domestic  and  industrial  consumers  in  a  minor  portion  of  Los  Angeles 
city  and  adjacent. towns  and  unincorporated  territory  principally  north, 
west  and  south  of  the  city.  An  artificial  gas  generating  plant  is  oper- 
ated in  Los  Angeles  and  gas  manufactured  there  is  mixed  with  the 
natural  gas  received  from  the  Midway  and  Orange  County  fields.  In 
addition  about  a  million  cubic  feet  daily  of  natural  gas  is  obtained 
from  the  Salt  Lake  field  and  is  distributed  unmixed  in  a  limited  part 
of  applicant's  system  previously  acquired  from  the  Economic  Gas  Com- 
pany. Much  natural  gas  whic^h  is  a  surplus  over  and  above  the 
domestic  requirements  is  sold  for  industrial  purposes  principally  during 
the  summer.  Gas  is  also  sold  in  wholesale  to  Southern  Counties  Gas 
Company  of  California  for  redistribution  in  the  latter 's  Santa  Monica 
Bay  and  Long  Beach  districts.  The  rates  for  wholesale  service  and  the 
rates  applicable  to  the  Kedondo  divisicm  and  to  the  town  of  Xewhall 
are  not  involved  by  this  proceeding. 

Service  conditions. 

Gas  service  conditions  on  applicant's  system  have  at  times  during  the 
past  winter  been  unsatisfactory,  as  has  been  the  case  with  other  gas 
utilities  in  the  Los  Angeles  district,  due  to  the  enormously  heavy 
demands  for  gas.  The  situation  has  been  closely  observed  by  the 
Commission's  gas  engineers,  one  of  whom  has  been  stationed  in  Los 
Angeles  throughout  the  winter  season.  The  requirements  of  industrial 
consumers  purchasing  natural  gas  from  applicant  for  manufacturing 
purposes  were  carefully  investigated,  and  only  the  most  essential  were 
permitted  to  obtain  a  supply  in  very  restricted  amounts.  In  view  ot 
the  extreme  fluctuations  between  the  summer  and  winter  requirements 
of  domestic  consumers  and  the  resulting  difficulties  in  rendering  ade- 
quate service,  it  is  necessary  to  maintain  strict  supervision  over  the 
distribution  of  natural  gas  in  this  district. 

Due  to  heavy  loads,  and  the  limited  capacity  of  its  distribution  lines 
and  compressor  equipment,  applicant  has  resorted  to  the  practice  of 
increasing  the  gas  pressure  and  supply  to  domestic  consumers  in  Los 
Angeles  and  Glendale  by  the  introduction  of  natural  gas  into  lines 
normally  .supplying  mixed  gas,  which  is  the  approved  class  of  service 
rendered  to  these  districts.  Testimony  of  applicant's  consumers  and 
evidence  before  this  Commission  indicates  that  the  gas  quality  fluctuates 
over  a  wide  range  and  that  the  service  is  seriously  impaired  by  this 
injection  of  natural  gas  into  the  mixed  gas  lines.  This  use  of  natural 
gas  for  the  purpose  of  pressure  boosting  and  for  increasing  the  general 
supply  of  gas  to  communities  which  are  normally  supplied  with  mixed 
gas  results  in  unsatisfactory  service,  and  if  increased  to  any  great 
extent  will  tend  to  deplete  the  general  supply  of  natural  gas  available 
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for  the  production  of  a  standard  quality  of  mixed  gas  required  by  the 
greater  number  of  domestic  consumers  located  in  the  Los  Angeles 
district.  In  view  of  the  unsatisfactory  conditions  resulting  from 
natural  gas  pressure  boosting  and  the  continuing  encroachment  upon 
the  natural  gas  supply  of  the  district  by  this  practice,  the  Commission 
must  conclude  that  it  should  be  discontinued.  Unless  the  necessary 
measures  are  taken  to  overcome  the  fluctuations  of  gas  quality,  the 
rates  hereinafter  established  must  be  reduced  as  may  be  found  proper 
for  such  variable  quality  of  service. 

Standard  gas  quality. 

The  present  standard  in  the  city  of  Los  Angeles  for  quality  of  mixed 
gas  distributed  there  is  815  British  thermal  units  per  cubic  foot.  The 
natural  gas  supplied  on  the  Economic  division  of  applicant's  system  is 
of  somewhat  lower  heating  value,  being  about  770  British  thermal  units 
per  cubic  foot,  as  shown  by  applicant's  annual  report.  Natural  gas  of 
about  1000  British  thermal  units  or  more,  from  the  eastern  and  north- 
ern oil  fields  is  supplied  to  domestic  consumers  in  the  outlying  territory. 
However,  the  lai^e  portion  of  applicant's  domestic  business  is  the 
service  of  mixed  gas  to  consumers  in  Los  Angeles  city  and  adjacent 
districts. 

Evidence  before  this  Commission,  and  the  results  of  a  thorough 
investigation  of  operating  conditions,  both  of  applicant  and  its 
competitor,  Los  Angeles  Gas  and  Electric  Corporation,  indicates  that 
it  is  not  practicable  or  possible  to  maintain  constant  within  reasonable 
limits  during  the  winter  periods,  the  present  standard  for  gas  quality 
of  815  British  thermal  units  per  cubic  foot.  After  careful  study  of 
this  matter  it  has  been  found  that)  a  standard  of  750  British  thermal 
units  per  cubic  foot  monthly  average,  with  a  maximum  permissible 
fluctuation  of  35  British  thermal  units  above  or  below,  except  during 
times  of  emergency,  is  proper  for  Los  Angeles  Gas  and  Electric 
Corporation  and  will  therefore  be  established  for  applicant  herein. 

Operating  statistics,  revenues  and  expenses. 

Because  of  change  of  gas  quality  and  the  diflScult  service  conditions 
in  the  Los  Angeles  city  district  we  are  of  the  opinion  that  applicant 
should  devote  considerable  more  attention  to  the  maintenance  of  its 
distribution  facilities  directly  involved  in  the  rendering  of  service, 
and  the  proper  adjustment  of  consumers'  appliances,  in  order  that 
satisfactory  and  efficient  service  be  rendered.  This  work  will  require 
the  employment  of  a  crew  of  service  men,  with  necessary  equipment, 
who  may  respond  promptly,  especially  during  the  winter,  to  complaints 
demanding  the  adjustment  of  stoves,  heaters,  furnaces  and  other  gas 
appliances,  as  well  as  service  lines. 

Applicant 's  system  supplies  a  widely  scattered  group  of  communities, 
part  of  the  business  being  in  active  competition  with  the  Los  Angeles 


Digitized  by 


Google 


CALIFORNIA  RAILROAD   COMMISSION  DECISIONS. 


115 


Gas  and  Electric  Corporation,  a  much  larger  utility.  Because  of  this 
competition  and  the  higher  cost  of  serving  scattered  districts,  applicant 
has  been  unable  to  earn  as  profitable  a  rate  of  return  upon  its  domestic 
business  under  equal  rates,  as  has  been  enjoyed  by  Los  Angeles  Qas 
and  Electric  Corporation. 

Table  No.  1  sets  forth  revised  operating  statistics  of  Southern 
California  Gas  Company  for  the  year  1920,  including  domestic,  whole- 
sale and  industrial  operations,  together  with  an  estimate  of  operations 
for  the  year  ending  April  30,  1922,  under  present  rates  and  quality  of 
gas,  based  largely  on  applicant's  Exhibit  No.  2.  Modifications  have 
been  made  in  some  of  applicant's  figures  presented  in  this  tabulation, 
that  they  may  agree  with  this  Commission's  methods  of  considering 
certain  of  these  items. 

TABLE  NO.   1. 

SOUTUERN    CaUFOBNIA    (JaS    Ck>MPANY — SUMMARY    OP    OPERATING    STATISTICS, 

Revenue  and  Expenses  fob  Year  1920,  and  Estimate  for 
Year  Ending,  April,  30,  1922. 

Baaed  Uiyon  torment  Rates,  Lo$  Angeles  District. 


Quality  of  gas,  British  thermal  units 

Mean  active  consumers 

Domestic  gas  sales,  M  cubic  feet 

Industrial  gas  sales,  M  cubic  feet , 

Wholesale  gas  sales,  M  cubic  feet 

Revenue — 

Domestic  gas  sales 

Industrial  gas  sales 

Wholesale  _ 

By  products _ 

Miscellaneous  

Deductions  for  refunds _, 

Total  revenue 

Expenses- 
Production  , 

Distribution   

Commercial  _ 

General 

By  product 

Taxes* 

Uncollectible  bills _ 

Total  operating  expenses 

Depreciation  

Total  operating  charges 

Net  for  return  — - _-. 

Rate  base  (applicant's  estimate) 

Per  cent  of  return 


815 

42.450 

2,325,595 

2,140,482 

$1,657,861 

571,729 

546^252 

9,997 

25.421 

-3»12e 


$2,808,133 

$1,330,578 
213,522 
138,115 
139,457 
9,654 
188,866 


$2,026,888 
124,744 


$2,151,632 

$656,501 

$6,183,400 

10.6% 


815 

49.673 

2,803,500 

2,919.500 

2,889.000 

$1,928,485 
911,850 
622.719 


25,000 
-3,000 


$3,485,054 

$2,038,138 
374,715 
178,151 
155.758 


220^105 
7,714 


$2,974,581 
177,453 


$3,152,034 

$333,020 

$8,169,244 

4.07% 


'Estimated  amoant  chargeable  to  Los  Angeles  district. 
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It  is  to  be  noted  that  a  material  i)art  of  applicant's  revenue  is  derived 
from  the  sale  of  industrial  and  wholesale  j?as.  This  business  is  purely 
incidental  to  applicant's  domestic  gas  operations  which  must  be 
acknowledged  as  being  the  principal  enterprise  in  which  applicant  is 
engaged.  The  industrial  business  has  always  been  subject  to  dis- 
continuance or  reduction  in  favor  of  the  domestic  requirements  which 
are  continually  increasing,  and  it  can  not  therefore  be  considered  as  a 
permanent  and  reliable  source  of  income.  The  major  portion  of  the 
industrial  sales  are  made  in  the  summer  period  when  it  is  possible  to 
utilize  the  then  existing  surplus  natural  gas  and  excess  capacity  of  pipe 
lines  for  the  distribution  of  industrial  gas.  In  the  winter,  the 
tremendous  increase  of  the  domestic  load  demands  practically  all  of  the 
available  natural  gas  and  the  line  capacity.  Investigation  shows  that 
the  net  revenue  which  applicant  would  derive  from  domestic  gas  sales 
only,  would  show^  a  very  low  rate  of  return,  substantially  less  than  that 
earned  by  its  competitor,  the  Los  Angeles  Gas  and  Electric  Corporation. 
In  view  of  this  fact  it  appears  reasonable  to  grant  applicant's  prayer 
that  it  be  allowed  similar  rates  as  are  this  day  being  established  for 
Los  Angeles  Gas  and  Electric  Corporation  for  similar  service. 

Applicant  has  in  the  past  computed  depreciation  upon  its  operative 
property  on  a  4  per  cent  sinking  fimd  basis.  After  a  consideration  of 
applicant's  present  operating  conditions  and  its  financial  situation  we 
are  of  the  opinion  that  hereafter  the  depreciation  to  be  included  in 
operating  charges  should  be  calculated  on  a  6  per  cent  sinking  fund 
basis. 

The  market  price  of  oil,  used  in  gas  manufacture,  has,  since  the  sub- 
mission of  this  application,  been  reduced  from  $2  per  barrel  to  $1.75  per 
barrel,  and  it  is  not  improbable  that  further  changes  of  price,  either  up 
or  down,  may  be  experienced  in  the  near  future.  In  view  of  this  condi- 
tion it  appears  proper  that  measures  be  taken  to  protect  both  the  utility 
and  its  consumers  in  the  event  of  further  material  changes  of  oil  prices. 
Under  methods  heretofore  followed  by  the  Commission  the  delay 
resulting  from  the  necessity  of  holding  formal  hearings  has  in  a  number 
of  cases  caused  serious  losses  of  earnings  to  gas  companies.  It  is  desir- 
able to  establish  a  procedure  whereby  changes  in  gas  rates,  with  changes 
in  oil  prices,  may  be  made  without  the  delay  consequent  to  formal  pro- 
ceedings. A  study  of  the  Public  Utilities  Act,  relative  to  the  matter, 
indicates  such  procedure  to  be  in  accordance  with  the  act.  From  an 
investigation  of  the  costs  to  applicant  of  ** mixed  gas"  as  served  by  it, 
it  has  been  determined  that  a  change  of  10  cents  per  barrel  in  the  price 
of  oil  would  result  in  a  change  in  operating  costs  of  approximately 
1  cent  per  thousand  cubic  feet  of  ** mixed  gas"  produced.  Because  of 
the  fact  that  it  has  a  special  arrangement  for  the  purchase  of  oil, 
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dependent  upon  the  production  of  its  own  wells,  applicant  does  not 
usually  pay  the  same  price  for  oil  as  is  paid  by  Los  Angeles  Gas  and 
Electric  Corporation.  Inasmuch  as  the  latter  company  is  subject  to 
similar  changes  as  applicant,  in  operating  costs  with  changes  of  oil 
prices,  and  further,  that  the  rates  hereinafter  established  are  based  upon 
competitive  conditions  and  are  similar  to  those  being  fixed  for  the  Los 
Angeles  Company,  we  are  of  the  opinion  that  applicant's  rates  for 
** mixed  gas'*  should  also  be  increased  or  decreased  by  the  amount  of 
1  cent  per  thousand  cubic  feet  for  corresponding  changes  of  10  cents  per 
barrel  in  the  price  of  oil  as  paid  by  Los  Angeles  Gas  and  Electric 
Corporation,  as  hereinafter  provided  in  the  accompanying  order. 
Rates. 

The  rates  now  in  effect  in  the  city  of  Los  Angeles  for  the  service  of 

815  British  thermal  imits  mixed  gas  are  as  follows : 

First  5,000  cubic  feet  per  meter  per  month 75  centn  per  M  cubic  feet 

Next  5.000  cubic  feet  per  meter  per  month 70  cents  per  M  cubic  feet 

Next         1.5,000  cubic  feet  per  meter  per  month 65  cents  per  M  cubic  feet 

Next         25.000  cubic  feet  per  meter  per  month (>0  cents  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  i)er  month 55  cents  per  M  cubic  feet 

Rates  for  mixed  gas  in  Districts  Nos.  2  and  3  are  slightly  higher  in 
the  upper  blocks  and  lower  in  large  blocks.  The  minimum  charges  are 
35  cents  per  meter  j)er  month  where  four  or  more  meters  are  set  at  the 
same  location  on  one  service  line,  or  50  cents  per  meter  per  month  where 
only  one  meter  is  set  on  the  service  line.  These  minimum  charges  are 
now  far  inadequate  to  properly  provide  for  expenses  directly  charge- 
able as  consumer  costs.  Consideration  of  conditions  existing  in  the 
districts  served  by  applicant  indicate  that  these  charges  should  be 
increased,  making  them  more  commensurate  with  the  actual  expenses 
involved  in  the  service  and  similar  charges  in  effect  on  the  ^stems  of 
other  utilities.  These  minimum  charges  will  therefore  be  increased  as 
set  forth  in  the  accompanying  rate  schedules. 

We  submit  the  following  form  of  order : 

ORDER. 

Southern  California  Gas  Company  having  applied  to  the  Railroad 
Commission  for  an  order  granting  authority  to  increase  its  rates  and 
charges  for  gas  supplied  to  its  consimiers,  a  public  hearing  having  been 
held  and  the  matter  having  been  submitted  and  being  now  ready  for 
decision : 

The  Railroad  Commission  hereby  finds  as  a  fact  that  the  rates  now 
charged  by  Southern  California  Gas  Company  as  set  forth  in  Schedules 
A-1,  A-4,  A-5,  A-6  and  A-8,  in  so  far  as  they  differ  from  the  rates 
herein  fixed,  are  not  just  and  reasonable  rates,  and  that  the  rates  herein 
established  are  just  and  reasonable  rates  for  gas  sold  for  domestic, 
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commercial  and  industrial  service  as  hereinafter  provided  for  in  the 
accompanying  schedules. 

Basing  its  order  upon  the  foregoing  findings  of  fact  and  other  findings 
of  fact  contained  in  the  opinion  which  precedes  this  order; 

It  is  hereby  ordered,  that  Southern  California  Gas  Company  be  and 
is  hereby  authorized  to  modifj'  its  present  Schedules  Nos.  A-1,  A-4,  A-5 
and  A-6,  and  to  charge  and  collect  the  following  rates  for  gas  as  set 
forth  in  the  accompanying  schedules  for  domestic,  commercial  and 
industrial  purposes,  in  the  several  districts,  which  rates  shall  be  effective 
for  all  regular  meter  readings  taken  on  and  after  the  first  day  of 
August,  1921. 

It  is  hereby  further  ordered,  that  Schedide  No.  A-8  be  discontinued, 
and  that  District  No.  4  be  modified  to  include  consmmers  now  served 
under  Schedule  A-8,  effective  for  meter  readings  taken  on  and  after 
August  1,  1921. 

SCHEDrLE   NO.  A-1. 
Los  Angeles  Division. 
General  service — Mixed  jjas. 

Applicable   to    the   sen-ice   of   750  British    thermal    units   gas   for   tlomi*8tic   and 
commercial  lighting,  heating  and  cooking  service. 
Territory, 

Applicable  to  Districts  Nos.  1  and  1-A. 
Rates. 

First  5.000  cubic  feet  per  meter  per  month 75  cents  per  M  cubic  feet 

Next         15,000  cUbic  feet  per  meter  per  month 70  cents  per  M  cubic  feet 

Next         30,000  cubic  feet  per  meter  per  month 65  cents  per  M  cubic  feet 

All  over  50.000  cubic  feet  per  meter  per  month CO  cents  per  M  cubic  feet 

The  above  rates  are  subject  to  increase  or  decreise  on  the  basis  of  1  cent  per 
1000  cubic  feet  for  each  10  cents  increase  or  decrease,  respectivelj*,  in  the  cost  of 
oil  as  may  from  time  to  time  be  authorized  on  the  system  of  the  I^os  Angeles  Gas 
and  Electric  Corporation,  subject  to  the  approval  of  the  Railroad  Commission  of 
the  State  of  Californyi.  Change  to  be  to  the  nearest  one  cent. 
Minimum  charge, 

(1)  For  flats  and  apartments  where  four  or  more  meters  are  served  from  one 
service  in  one  location  70  cents  per  meter  per  month. 

(2)  All  service  other  than  under  (1),  80  cents  per  meter  per  month. 

SCHEDULE  NO.  A-4. 
Los  Angexes  Division. 
General  service — Mixed  gas. 

Applicable   to    the   ser\'ice   of   750  British    thermal    units   gas    for   domestic   and 
commercial  lighting,  heating  and  cooking  sen-ice. 
Territory, 

Applicable    to   District    No.  2,   which    includes   the   following   territory:    City   of 
Glendale. 
Rates. 

First  5,000  cubic  feet  per  meter  per  month SO  cents  per  M  cubic  feet 

Next         15,C00  cubic  feet  per  meter  per  month 70  cents  per  M  cubic  feet 

Next         30.000  cubic  feet  per  meter  per  month tT)  cents  per  M  cubic  feet 

All  over  50,CX)0  cubic  feet  per  meter  per  month GO  cents  i>er  M  cubic  feet 

The  above  rates  are  subject  to  inciease  or  decrease  on  the  basis  of  1  cent  per 
1000  cubic  feet  for  each  10  cents  incri^ase  or  decrease,  respectively,  in  the  cost  of 
oil  as  may  from  time  to  time  be  authorized  on  the  system  of  the  Los  Angeles  Gas 
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and  Electric  Corporation,  subject  to  the  approval  of  the  Railroad  Commission  of 
the  State  of  California.     Change  to  be  to  the  nearest  one  cent. 
Minimum  charge, 

(1)  For  flats  and  apartments  where  four  or  more  meters  are  served  from  one 
service  in  one  location  70  cents  per  meter  per  month. 

(2)  All  service  other  than  under  (1),  SO  cents  per  meter  per  month. 

SCIIEDITLE   NO.   A-,-). 
General  servicfi — Mixed  gas. 

Applicable  to   the   service   of   750  British    thermal   units  gas   for  domestic   and 
commercial  lighting,  heating  and  cooking  service. 
Territory. 

Applicable  to  District  No.  3  which  includes  the  following  territory: 
(a)   City  of  Eagle  Rock. 
(6)   City  of  Beverly   Hills. 

(c)  That  portion  of  the  city  of  Los  Angeles  not  included  in  District  No.  1. 

(d)  All    incorporated   and    unincorporated    territory   served    by    the    Southern 

California  Gas  (^ompany  not  included  in  District  No.  2. 
Rales, 

First         5,000  cubic  feet  per  meter  per  month 85  cents  per  M  cubic  feet 

Next         15,<X)0  cubic  feet  per  meter  per  month 75  cents  per  M  cubic  feet 

Next         30,000  cubic  feet  per  meter  per  month 05  cents  per  M  cubic  fe<?t 

All  over  50,000  cubic  feet  per  meter  per  month 60  cents  per  M  cubic  feet 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  1  cent  per 
1000  cubic  feet  for  each  10  cents  increase  or  decrease,  respectively,  in  the  cost  of 
oil  as  may  from  time  to  time  be  authorized  on  the  system  of  the  IjOs  Angeles  Gas 
and  Electric  Corporation,  subject  to  the  approval  of  the  Railroad  Commission  of 
the  State  of  California.  Change  to  be  to  the  nearest  one  cent. 
Minimum  charge, 

(1)  For  flats  and   apartments  where   four  or  more  meters  are  served  on   one 
service  in  one  location  70  cents  per  meter  per  month. 

(2)  All  service  other  than  under  (1),  80  cents  per  meter  per  month. 

SCHEDULE  NO.  A-6. 
rx)s  AN0EI.E8  Division. 
General  Service — Natural  gas. 

Applicable  to  domestic  and  commercial  service  for  lighting,  heating  and  cooking. 
Territorp, 

Applicable  to  District  No.  4. 
Rates. 

First  5,000  cubic  feet  per  meter  per  month 85  cents  per  M  cubic  feet 

Next         10,000  cubic  feet  per  meter  \)er  month 75  cents  per  M  cubic  feet 

Next         35,000  cubic  feet  per  meter  per  month H5  cents  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month (K)  cents  per  M  cubic  feet 

Minimum  charge, 

(1)  For  flats  and   apartments   where   four  or  more  meters   are  served   on   one 
sen'ice  in  one  location,  70  cents  i>er  meter  per  month. 

(2)  All  service  other  than  under  (1),  SO  cents  per  meter  per  month. 

CLASS  '^V  INDUSTRIAL  SERVICE  "LIMITED." 
Industrial  service. 

Applicable  to  industrial  service  of  natural  gas  on  existing  mains  having  a 
delivery  capacity  in  excess  of  the  pre.sent  requirements  of  consumers  now  served 
under  domestic  and  commercial  schedules.  For  purposes  where  gas  fuel  is  essen- 
tial to  continued  operation,  such  as  metal  working  processes,  glass  manufacture, 
special  tile  manufacture  and  the  prei>aration  of  food  products,  etc. 
Territory. 

Applicable  to  all  districts  served  by  Southern  California  Gas  Company. 
Rate. 

Readiness-to-serve  charge $15  00  i>er  meter  per  month 

Plus,  consumption  charge 40  cents  per  1000  cubic  feet 

Special  conditions. 

Service  under  this  schedule  will  be  granted  only  subject  to  the  approval  of  tk« 
Railroad  Commission  of  the  State  of  California. 
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It  is  hereby  further  ordered,  that  Southern  California  Gas  Company 
be  authorized  to  reduce  the  heating  value  standard  of  mixed  gas  served 
to  750  British  thermal  units  per  cubic  foot  monthly'  average  with  a 
maximum  variation  of  35  British  thermal  units  per  cubic  foot  above  or 
below  this  average  effective  on  and  after  July  1,  1921. 

It  is  hereby  further  ordered,  that  in  case  of  a  reduction  in  the  price 
of  oil,  Southern  California  Gas  Company  shall  file,  within  ten  days 
thereafter,  an  affidavit  setting  forth  the  new  price  of  oil  paid,  and  shall 
thereafter,  upon  supplemental  order  of  this  Commission  in  this  pro- 
ceeding, charge  the  reduced  rates  as  determined  under  the  schedules 
herein  set  forth. 

It  is  hereby  further  ordered,  that  should  at  any  time  an  increase  in 
price  of  oil  occur,  applicant  may,  after  filing  affidavit  of  such  increase 
and  receiving  a  supplemental  order  from  this  Commission  so  auth- 
orizing, charge  the  increase  in  rates  as  determined  under  the  schedules 
herein  set  forth. 

It  is  hereby  further  ordered,  that  Southern  California  Gas  Company 
shall  file  with  the  Commission  on  or  before  August  1, 1921,  the  schedules 
of  rates  and  charges  herein  set  forth. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twentv-sficond  day  of  Juut3, 
1921. 


Decision  No.  9134. 

I\  TIIK  MAIMER  OF  THE  APPLICATIOX  OF  POUT  COSTA  WATER 
COMPANY  FOR  AX  ORDER  AFTHORIZIXG  IT  TO  REXEW  NOTES. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  PORT  COSTA  WATER  COM- 
PANY. A  CORPORATION,  FOR  PERMISSIOX  TO  BORROW  MONEY 
AND  ISSFE   ITS  PROMISSORY  NOTE  THEREFOR  PAYABLE  MORE 

than  one  year  after  date.  from  san  francisco  savings 
and  loan  soc^iety,  a  banking  corporation;  and  to  make, 
execl'te  and  deliver  for  the  benefit  of  said  banking 
corporation  a  deed  of  trcst  upon  its  properties, 
t()(;p:tiier  with  the  properties  of  port  (  osta  develop- 
.ment  (x)mpany.  a  corporation.  and  mocnt  diabix)  devel- 
opment company,  a  (y)rporation,  seclrinfj  the  payment 
of  said  note. 


Supplemental  Applications  Nos.  3039  and  5145. 
Decided  June  22,  1921. 


Good  fellow,  Eclls,  Moore  and  Orrivk,  by  Hugh  Good  fellow,  for  Applicant. 
Benedict,  Commissioner. 
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FIRST  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission  by  Decision  No.  4484,  dated 
July  27,  1917,  authorized  Port  Costa  Water  Company  to  join  with  the 
Port  Costa  Development  Company  and  iVIount  Diablo  Development 
Company  in  the  execution  and  delivery  of  a  joint  and  several  promissory 
notes  for  $385,000  payable  to  the  San  Francisco  Savings  and  Loan 
Society,  or  order,  six  years  after  its  date  with  interest  at  the  rate  of 
6  per  cent  per  annum  and  to  execute  a  deed  of  trust  to  secure  the 
payment  of  the  note ;  and 

Whereas,  the  Railroad  Commission  by  Decision  No.  6941,  dated 
December  13,  1919,  authorized  Port  Costa  Water  Company  to  join  with 
the  Port  Costa  Development  Company  and  Mount  Diablo  Development 
Company  in  the  execution  and  delivery  of  a  joint  and  several  promissory 
notes  for  $100,000  payable  to  the  San  Francisco  Savings  and  Loan 
Society,  or  order,  on  July  27, 1923,  with  interest  at  the  rate  of  6  per  cent 
per  annum  and  to  execute  a  deed  of  trust  to  secure  the  payment  of  said 
note ;  and 

Whereas,  applicant  reports  that  it  has  paid  $34,074.53  on  the  $385,000 
note,  leaving  $350,925.47  unpaid,  and  that  it  has  paid  $17,000  on  the 
$100,000  note,  leaving  $83,000  unpaid;  and 

Whereas,  applicant  further  reports  that  it  has  been  negotiating  with 
the  San  Francisco  Savings  and  Loan  Society  and  that  satisfactory 
arrangements  have  been  made  whereby  applicant,  if  authorized  by  the 
Commission,  will  assume  the  payment  of  $300,000  of  the  aggregate 
balance  due  on  the  above-mentioned  notes  and  will  be  relieved  of  further 
liability  on  said  notes ;  and 

Whereas,  applicant  asks  permission  to  assume  such  liability  and  to 
extend  the  maturity  of  the  notes  to  October  1,  1926 ;  and 

A  hearing  having  been  held  and  the  Commission  being  of  the  opinion 
that  applicant's  request  should  be  granted; 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  4484,  dated 
July  27,  1917,  in  Application  No.  3039,  and  the  order  in  Decision 
No.  6941,  dated  December  13, 1919,  in  Application  No.  5145,  be  and  they 
are  hereby  modified  so  as  to  permit  Port  Costa  Water  Company  to 
assume  the  payment  of  $300,000  of  the  balance  due  on  the  notes  issued 
under  the  authority  granted  in  said  decisions  and  to  extend  the 
maturity  of  said  notes  to  October  1,  1926. 

It  is  hereby  further  ordered,  that  Port  Costa  Water  Company  be  and 
it  is  hereby  authorized  to  take  such  steps  as  may  be  necessary  to  cause 
the  extension  of  the  maturity  of  the  notes  and  modifications  of  the  notes 
and  deeds  of  trust  referred  to  in  this  application. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  4484, 
dated  July  27, 1917,  and  the  order  in  Decision  No.  6941,  dated  December 


Digitized  by 


Google 


122  CALIFORNIA   RAILROAD   COMMISSION   DECISIONS. 

13,  1919,  shall  remaiij  in  full  force  and  effect  except  as  modified  by 
this  first  supplemental  order. 

The  foregoing  first  supplemental  order  is  hereby  approved  and 
ordered  filed  as  the  first  supplemental  order  of  the  Railroad  Commission 
of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-second  day  of  June, 
1921. 


Decision  No.  9136. 

IN  THE  MATPER  OF  THE  APPLICATION  OF  BAY  CITIES  TRANSPOR- 
TATION COMPANY,  A  CORPORATION,  FOR  A  CERTIFICATE  OF 
PUBLIC  CONVENIENCE  AND  NECESSITY  TO  OPERATE  FREIGHT 
MOTOR  TRUCKS  BETWEEN  ATAISO  AND  SAN  JOSE,  PALO  ALTO, 
MOUNT  EDEN,  DECOTO  AND  INTERMEDIATE  POINTS. 

Application  No.  5453. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  BAY  CITIES  TRANSPOR- 
TATION COMPANY,  A  CORPORATION,  FOR  AUTHORITY  TO  SELL 
AND  TRANSFER  ITS  OPERATIVE  RIGHTS  IN  AUTOMOTIVE 
FREIGHT  SERVICE  BETWEEN  ALVISO  AND  SAN  JOSE,  PATX> 
ALTO,  MOUNT  EDEN,  DECOTO  AND  INTERMEDIATE  POINTS,  TO 
E.  V.  RIDEOUT  COMPANY,  A  CORPORATION. 


Application  No.  6099. 
Decided  June  23,  1921. 


By  the  Commission. 

ORDER  CANCELLING  OPERATIVE  RIGHTS. 

Under  date  December  8,  1920,  this  Commission  issued  its  order  to 
show  cause  why  the  certificate  of  public  convenience  and  necessity 
granted  to  the  Bay  Cities  Transportation  Company  on  April  26,  1920, 
by  Decision  No.  7486  on  Application  No.  5453  to  operate  a  motor  truck 
service  between  Alviso  and  San  Jose,  Palo  Alto,  Mount  Eden,  Decoto 
and  intermediate  points  should  not  be  revoked. 

The  history  of  the  proceedings  is  as  follows : 

Under  date  March  15,  1920,  the  Bay  Cities  Transportation  Company 
made  application  to  the  Railroad  Commission  to  operate  a  freight 
automotive  truck  service  between  Alviso  and  San  Jose,  Palo  Alto, 
Mount  Eden,  Decoto  and  intermediate  points.  This  application  was 
given  No.  5453  and  after  a  hearing  a  certificate  of  public  convenience 
and  necessity  was  granted  by  Decision  No.  7486,  dated  April  26,  1920. 

In  a  communication  addressed  to  the  Commission,  dated  May  15, 1920, 
the  Bay  Cities  Transportation  Company  accepted  the  authority  granted 
in  Decision  No.  7486,  Application  No.  5453 ;  under  date  August  6,  1920, 
the  Bay  Cities  Transportation  Company  requested  an  extension  of  sixty 
days  within  which  to  commence  operation  of  service ;  by  an  order  dated 
August  23,   1920,  extension  of  time  was  granted  to  and  including 
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October  31,  1920;  under  date  September  8,  1920,  the  Bay  Cities  Trans- 
portation Company  filed  an  application  (No.  6099)  for  authority  to 
sell  its  operative  rights  to  the  E.  V.  Rideout  Company,  and  by  Decision 
No.  8109,  dated  September  16,  1920,  this  Commission  granted  authority 
to  transfer  these  operative  rights;  under  date  October  19,  1920,  in 
Application  No.  6227,  the  E.  V.  Rideout  Company  sought  authority  to 
transfer  all  of  its  operative  rights  under  the  certificate  originally  held 
by  the  Bay  Cities  Transportation  Company  (Application  No.  5453)  to 
the  Highway  Transport  Company ;  under  date  November  17,  1920,  by 
Decision  No.  8352,  the  Commission  denied  the  application  of  the 
E.  V.  Rideout  Company  to  transfer  to  the  Highway  Transport  Company 
upon  the  grounds  that  neither  of  the  holders  of  the  certificate  granted 
by  Decision  No.  7486  in  Application  No.  5453  had  complied  with  the 
conditions  imposed  by  the  opinion  and  order  therein,  inasmuch  as  no 
regular  service  had  ever  been  performed  by  them  between  Alviso  and 
San  Jose,  Palo  Alto,  Decoto,  Mount  Eden  and  intermediate  points  and 
that,  therefore,  the  certificate  should  be  canceled ;  under  date  November 
20,  1920,  the  E.  V.  Rideout  Company  and  the  Highway  Transport 
Company  petitioned  for  a  rehearing  in  Application  No.  6227  upon  the 
grounds  that  the  E.  V.  Rideout  Company  had  not  had  opportunity  to 
exercise  its  privileges  under  the  provisions  of  section  5  of  the  Auto- 
mobile Stage  and  Transportation  Act,  chapter  213,  Statutes  1917,  as 
amended  by  chapter  280,  Statutes  1919.  Following  receipt  of  this 
application  the  Commission  entered  its  order  to  show  cause,  dated 
December  8,  1920,  heretofore  referred  to.  This  order  was  set  for 
hearing  before  Examiner  Geary  at  San  Francisco  December  14,  1920, 
but  upon  request  of  the  attorneys  for  the  E.  V.  Rideout  Company  and 
the  Highway  Transport  Company  was  postponed  to  December  28,  1920, 
and  upon  further  request  from  the  interested  attorneys  was  removed 
from  the  calendar. 

The  Commission  is  now  advised  that  the  E.  V.  Rideout  Company  and 
the  Highway  Transport  Company  are  no  longer  interested  in  the 
certificate  of  public  convenience  and  necessity  granted  under  Applica- 
tion No.  5453  to  the  Bay  Cities  Transportation  Company,  and  the  record 
shows  that  no  service  was  ever  performed  in  compliance  with  this 
certificate. 

We  are  of  the  opinion,  and  believe  that  the  conclusions  reached  in 
Decision  No.  8352,  Application  No.  6227,  were  correct,  and  now  that  all 
of  the  interested  parties  having  been  given  full  opportunity  to  appear 
before  the  Commission  and  having  failed  to  respond ; 

It  is  hereby  ordered,  that  the  operative  rights  heretofore  granted  in 
Application  No.  5453,  Decision  No.  7486",  be  and  the  same  are  hereby 
declared  to  be  null  and  void. 
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It  is  further  ordered,  that  the  order  to  show  caiwe  is  hereby  dismissed. 
Dated  at  San  Francisco,  California,  this  twenty -third  day  of  June, 
1921. 


Decision  No.  9139. 

IN  THK  MATTP:R  OP  TFIK   APPLK'ATION  OF  IX>S   AN<;ELES   K'E   AND 
COLD  STOKAGK  COMPANY  FOR  AN  INCREASE  IN  R.VTES. 

Application  No.  6007. 

IN   THE    MATTER   OF   THE    APPLICATION    OF   MERCHANTS    ICE    AND 
COLD  STORAGE  COMPANY  FOR  AN  INCREASE  IN  RATES. 

Application  No.  6043. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  NATIONAL  ICE  AND  COLD 
STORAGE    COMPANY    FOR   AN    INCREASE    IN    RATES. 


Application  No.  6052. 
Decided  June  24,  1921. 


Jurisdiction. — The  Commission  bas  jurisdiction  only  over  what  relates  to  food 
warehousemen  and  food  commodities,  under  Food  Warehousemen  Act,  Sees.  1, 
2  and  8. 

Rates,  Charges,  Rules  and  Reguiations. — Should  be  substantially  uniform,  as 
the  business  naturally  tends  to  monopoly  and  is  comi>etitive  only  in  degree. 

Investment.  Valuation,  Rate  Base,  Revenues  and  Expenses. — Based  on  segre- 
gation of  applicants'  businesses. 

Depreciation. — Depreciation  annuity,  when  operating  expenses  include  cost  of 
renewals,  would  result  in  duplication  of  expense  estimate. 

Rate  Comparisons. — Rates  in  other  cities,  under  different  storage  and  climatic 
conditions,  not  just  comparison. 

Seasonal  Rates. — Recommendations  made  that  they  be  permanently  abolished. 

Osf'<ir  MucUrr,  for  Los  Angeles  Ice  and  Cold  Storage  Company. 

George  Bc^hr  and  F.  A.  Sterensonj  for  ^lerchants  Ice  and  Cold  Storage  Company. 

W.  J.  Variel,  for  National  Ice  and  Cold  Storage  Company. 

Rejp  Uardj/,  for  Klein-Simpson  Fruit  Company  et  al. 

Charles  Clifford^  for  Rivers  Brothers  et  al. 

H.  Z.  Oshorne,  Jr.^  and   William  P.  Mealct/,  for  Board  of  Public  Utilities,  City  of 

Los  Angeles. 
Jc8s  E.  Stephens y  for  City  of  Los  Angeles. 

Martin,  Commhsionor. 

OPINION. 

These  three  applications,  affecting  as  they  do  a  large  part  of  the  cold 
storage  business  in  the  city  of  Los  Angeles,  are  consolidated  into  one 
proceeding. 

The  Los  Angeles  Ice  and  Cold  Storage  Company  (hereinafter  referred 
to  as  the  Los  Angeles  Company),  Merchants  Ice  and  Cold  Storage  Com- 
pany of  Los  Angeles  (hereinafter  referred  to  as  the  Merchants 
Company),  and  The  National  Ice  and  Cold  Storage  Company  of  Cali- 
fornia (hereinafter  referred  to  as  the  National  Company^  are  each 
engaged  in  the  business  of  storing  goods  and  in  the  manufacture  and 
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sale  of  ice.  Each  of  them  is  a  **food  warehoaseman''  and  a  public 
utility,  as  defined  in  sections  2  and  3  of  the  Pood  Warehousemen  Act, 
effective  July  22,  1919.  All  have  complied  with  the  statute  by  publish- 
ing and  filing  with  this  Commission  schedules  of  rates  and  charges, 
together  with  rules  and  regulations  and,  with  the  exception  of  a  few 
minor  adjustments,  the  rates  originally  filed  are  still  in  effect. 

The  original  and  amended  applications  of  the  three  applicants  are 
substantially  identical  and  the  revised  rate  schedules  and  rules  the 
Commission  is  asked  to  authorize  involve  increases  on  practically  all 
commodities  covered  by  applicants'  schedules  as  set  out  in  detail  in  the 
exhibits  accompanying  the  original  petitions. 

In  support  of  the  petitions,  applicants  in  the  original  applications 
submitted  statements  of  operating  expenses  and  revenues  for  various 
periods.  The  allegation  is  made  that  in  the  case  of  neither  company  do 
the  net  earnings  from  the  public  utility  portion  of  the  business  leave  an 
adequate  return  on  the  investment  or  value  of  the  plant  after  all  proper 
deductions  are  made  from  groas  revenue  for  operating  and  other 
expenses. 

Formal  protests  against  granting  the  applications  were  filed  on  behalf 
of  the  Klein-Simpson  Food  Company  and  sixteen  other  firms  storing 
food  commodities  and  merchandise  in  Los  Angeles.  These  protests 
generally  challenge  the  accuracy  of  applicants'  claims  as  to  investment, 
segregation  of  revenues  and  expenses  as  between  the  public  utility  and 
nonpublic  utility  portion  of  the  business  and  the  figures  submitted  by 
applicants  with  reference  to  the  results  of  the  proposed  tariff  changes. 
The  city  of  Los  Angeles,  through  the  Board  of  Public  Utilities,  appeared 
in  opposition  to  the  granting  of  these  applications. 

Hearings  were  held  in  Los  Angeles  and  numerous  exhibits  were 
submitted  on  behalf  of  the  applicants,  the  protestants,  and  the  city  of 
Los  Angeles.  The  Commission's  engineering  department  also  filed,  in 
the  form  of  exhibits,  its  valuation  reports  and  other  data  bearing  upon 
the  general  investigation  of  rate  bases,  segregation  of  revenue  and 
expense,  estimates  of  depreciation,  allowances  and  other  features  of  the 
proceeding.  Oral  testimony  was  directed  largely  to  the  support  or 
criticism  of  the  various  exhibits  presented.  It  was  agreed  that  all 
testimony  and  all  exhibits  submitted  in  any  one  application,  and  in  so 
far  as  such  testimony  or  exhibits  have  a  bearing  on  general  matters  or 
facts  applicable  to  the  consolidated  proceeding,  should  be  considered 
as  of  evidence  in  each  of  the  three  applications. 

All  of  the  necessary  testimony  and  exhibits  are  now  before  the 
Commission  in  the  required  form,  briefs  have  been  submitted  on  behalf 
of  the  interested  parties  and  the  matter  is  ready  for  a  decision. 
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Character  of  applicants'  business. 

Each  of  the  applicants  is  the  owner  of  lauds,  buildings,  and  machinery 
devoted  to  the  manufacture  and  sale  of  ice  and  to  the  cold  storage  of 
perishable  and  nonperishable  foodstuffs  and  other  goods.  The  ice 
manufactured  and  stored  by  applicants  is,  in  part,  used  in  applicants' 
own  cold  storage  business  and,  in  part,  is  sold  either  wholesale  or  retail. 

The  Los  Angeles  Company,  in  addition  to  its  ice  and  cold  storage 
business,  manufactures  and  sells  various  beverages. 

Under  sections  1,  2,  and  3  of  the  Food  Warehousemen  Act,  this 
Commission  has  jurisdiction  only  over  that  portion  of  applicants'  busi- 
ness falling  within  the  definition  of  the  term  *'food  warehouseman,"  as 
given  in  section  2  of  the  act,  and  over  the  storage  of  *  *  food  commodities, ' ' 
as  that  term  is  construed  in  section  1  of  the  act.  It  is  apparent,  there- 
fore, that  as  to  a  large  part  of  applicants'  business  the  Commission  has 
no  jurisdiction.  In  order  to  reach  a  decision,  however,  on  the  matters 
properly  before  the  Commission,  it  is  necessary  that  proper  segregation 
of  property,  investment,  values,  revenues  and  expenses  to  the  various 
public  utility  and  nonpublic  utility  branches  of  the  business  be  made, 
and  a  considerable  portion  of  the  exhibits  and  testimony  in  these 
proceedings  relate  to  this  phase  of  the  matter. 

The  cold  storage  business  naturally  tends  to  monopoly  and  is  com- 
petitive only  in  degree.  It  is  agreed  by  applicants  that  cold  storage 
rates,  charges,  rules  and  regulations,  as  applying  to  Los  Angeles  and 
as  between  the  applicants  now  before  the  Commission,  should  be  sub- 
stantially uniform.  The  proposed  tariffs  filed  by  applicants  bear  out 
this  contention  and  Mr.  W.  G.  Eisenmayer,  the  vice  president  and 
general  manager  of  the  Los  Angeles  Company,  testified  to  this  effect. 

I  am  of  the  opinion  that  this  conclusion  is  sound  and  that  varying 
rates  for  identical  cold  storage  service  in  the  same  community  would 
result  in  unjustifiable  discrimination.  To  proceed  on  a  contrary  view 
would,  in  time,  result  in  the  elimination  of  the  concern  charging  the 
higher  rate.  There  is  room  and  there  should  remain  room  for  a  healthy 
competition  between  the  companies  in  the  matter  of  the  most  convenient 
and  most  efficient  service,  and  on  that  basis  several  companies  will  be 
able  to  continue  in  the  business.  Section  12  of  the  act  creating  the  cold 
storage  companies  a  public  utility  clearly  recognizes  this  condition  when 
it  states : 

The  legislature  hereby  further  detlaros  that  food  waivhou^seraen,  as  delined  in 
section  two  of  this  act,  are  enpaged  in  a  business,  tending  to  monopoly,  and  that  by 
reason  of  such  monopolistic  tendency  and  by  reason  of  its  vital  connection  with  the 
distribution  of  public  necessities,  such  business  is  clothed  with  a  public  interest  and 
subject  to  public  regulation  and  control  for  the  public  welfare  as  a  public  utility, 
as  in   this  act  provided. 

The  problem  before  the  Commission  is,  therefore,  to  determine  fair 
and  reasonable  rates  with  the  factors  of  investment,  valuations,  revenues 
and  expenses  different  for  each  applicant. 
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Present  rates  and  effact  of  propoaad  rates. 

The  tariffs  and  rules  under  which  applicants  are  now  operating  are 
substantially  the  tariffs  and  rules  existing  on  July  22,  1919,  when  this 
Commission's  control  under  the  Food  Warehousemen  Act  became 
effective.  During  the  period  of  the  war  and  between  the  dates  of 
September  1,  1918,  and  February  22,  1919,  the  United  States  Food 
Administration  exercised  a  measure  of  control  over  the  cold  storage 
business  and  established  rules  and  regulations  intended  to  aid  in  the 
efficient  production,  distribution,  and  conservation  of  food  products. 
The  Food  Administration  also  fixed  maxima  storage  rates.  It  is  to  be 
noted,  however,  that  there  was  no  exclasive  and  definite  rate  fixing  by 
the  Food  Administration  and  that  the  storage  companies  under  its 
control  were  free  to  charge  rates  lower  than  the  muxima  established  by 
the  federal  government.  In  the  case  of  the  storage  companies,  appli- 
cants in  this  proceeding,  the  rates  in  effect  prior  to  the  United  States 
Food  Administration's  control  had  been  lower  than  the  maxima  per- 
mitted by  the  administration.  Applicants,  however,  took  advantage 
of  the  maxima  and  substantially  raised  all  of  their  rates  to  conform  to 
the  highest  permitted  rates. 

Between  February  22,  1919  (when  the  Food  Administration's 
control  terminated)  and  July  22,  1919  (when  this  Commission's  control 
began),  there  was  an  interim  during  which  certain  adjustments  and 
changes  in  rates  and  regulations  were  made  by  applicants,  these  changes 
generally  tending  towards  an  increase  in  charges.  During  this  period, 
also,  applicants  discontinued  the  so-called  season  rates,  this  form  of 
rates  having  been  criticised  and  in  a  measure  condemned  by  the  Food 
Administration  as  opposed  to  the  principles  which  should  govern  in  the 
matter  of  storage  of  foodstuffs  during  the  crisis  of  the  war. 

It  is  a  fact,  therefore,  that  the  rates  now  in  effect  not  only  represent 
the  maximum  rates  permitted  by  the  federal  government  during  the 
war  but  are,  generally,  in  excess  of  those  maximum  charges. 

It  is  now  proposed  by  applicants  to  further  advance  the  rates  and  to 
make  changes  in  rules  and  regulations  which,  in  the  majority,  also 
constitute  an  increase  in  cold  storage  charges.  The  proposed  changes 
range,  in  the  main,  on  first  month's  storage  from  20  to  60  per  cent 
higher  than  the  existing  rates.  For  the  succeeding  months  proposed 
charges  are  fewer  in  number,  involving  less  radical  increases  and 
including  a  number  of  reductions.  The  reductions,  however,  applying 
as  they  do  only  after  termination  of  the  first  month's  storage,  are  of 
little  moment  from  a  revenue  standpoint. 

A  number  of  cancellations  and  adjustments  are  also  proposed  in 
applicants'  Exhibit  **  A"  including  new  rates  and  regulations  not  shown 
in  the  present  schedules.  A  number  of  the  proposed  changes  involve 
no  increase  but  are  designed  to  clarify  and  place  the  tariffis  on  a  better 
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working  basis,  and  this  to  the  extent  that  it  places  no  increased  burdens 
on  storers  seems  desirable  and  requires  no  specific  authority  of  this 
Commission  beyond  the  provisions  of  section  5  of  the  Food  Warehouse- 
men Act  and  the  Commisvsion's  tariff  regulations. 

Rates  now  in  effect  as  to  a  number  of  leading  commodities  would, 
under  the  application,  take  increases  in  accordance  with  the  following 
percentages,  variations  being  governed  by  tonnage,  time,  kind  of 
packages  and  character  of  storage. 

Butter 14  to  33i  per  cent 

Vlggs  15  to  GCi  per  cent 

Fruit — citrus    (JO  to  Wg  per  cent 

Fruit — deciduous   (in  standard  boxes) IS  to  22     per  cent 

Meat     14  to  (JO     per  cent 

Onions    20  to  25     per  cent 

Potatoes 3,TJ  to  4S     per  cent 

Poultry    10  to  50     per  cent 

Vegetables     20  to  60     per  cent 

In  jastification  of  the  higlier  scale  of  rates  requested  by  applicants, 

it  is  asserted  in  the  petitions  that  a  careful  check  has  been  made  of  the 

cold  storage  business  of  each  utility  for  the  year  1919,  which,  when 

applied    to    present    conditions    and    immediate    future    prospects, 

demonstrates  the  inade(iuacy  of  the  existing  schedules.     It  becomes 

important,  therefore,  to  determine  as  accurately  as  possible  whether 

applicants'  claims  with  reference  to  an  ade(iuate  return  are  substantial 

and  whether  the  increases  sought  are  justified  under  the  circumstances 

that  should  be  controlling  in  a  public  utility  rate  case. 

Investment,  valuation,  rate  base,  revenues,  and  expenses. 

The  three  applicants  claim  that  the  revenues  from  the  cold  storage 
business  are  not  adequate  to  allow  for  a  fair  return  after  proper  oper- 
ating expenses  and  taxes  have  been  paid.  They  have  submitted  state- 
ments intended  to  show  the  valuation  of  the  property  devoted  to  the 
cold  storage  business  and  investment  in  such  business  and  they  have  also 
furnished  statements  showing  revenues  and  expenses- 
There  is  not  at  present  in  existence  a  uniform  bookkeeping  classifica- 
tion for  this  class  of  public  utilities,  such  as  the  Commission  has 
promulgated  for  other  utilities  under  its  jurisdiction.  We  have,  there- 
fore, a  condition  where  not  only  the  methods  of  bookkeeping  are  different 
for  each  of  the  three  applicants,  but  also  where  the  segregation  between 
the  different  branches  of  each  applicant's  business  is  more  or  less 
arbitrary  and  a  matter  of  conjecture.  This  is  true  of  all  important 
divisions  of  applicants'  accounts,  such  as  capital  accounts,  revenue  and 
expense  accounts  and  balance  sheet  accounts. 

It  was  amply  demonstrated  during  the  course  of  these  hearings  that 
there  was  a  lack  of  a  consistent  accounting  system  and,  therefore, 
difficulty  in  reaching  an  agreement  on  the  operating  cost  figures  between 
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petitioners  and  protestauts  and  between  petitioners  and  the  Commis- 
sion's staff. 

Investment,  revenues  and  expenses,  involving  cold  storage  alone,  as 
covered  by  applicants*  exhibits  for  the  year  1919,  were  stated  to  be  as 
follows : 


Investment  

Revenues 

Expenses 

Net  operating  revenue 

Deduction  for  depreciation 

Profit  or  loss 

Rate  of  return    (before  ''deduction  for 
depreciation)  — 


Los  Angelcfl 

Ice  and 

Cold  Storago 

Company 


$1,086,144  52 
224.452  12 
149,797  94 


$74,654  18 
36,113  40 


-$88,540  78 

7.2% 


Merchants 

Ice  and 

C^ild  Storage 

Company 


$200,000  00 
49,681  46 
43,351  00 


$6,380  46 
10.850  00 


-44,519  54 
3.1% 


National 

.  Ice  and 

Coltl  Storage. 

Los  Angeles 

plant 


$^79,435  16 
64,286  92 
44,894  68 


$19,392  24 
8,379  68 


—$11,012  56 
5.1% 


Other  data  was  submitted  tending  to  show  substantially  increased 
operating  expenses  for  certain  months  of  1920,  as  compared  with  similar 
months  in  1919.  In  the  amended  applications  filed  subsequently,  the 
valuations  of  applicants'  cold  storage  properties  were  shown  as  follows: 

Ix)s   Angeles   Company    (Seventh   and   Fourtli    Street   plants)  — 
l*roi>erty    value   as   of   September   1,    1020    ("appraised    value   of 
propertj- — cold  storage")  : 

Buildings,  machinery  and  equipment   . $722.2()7  52 

Real    estate    313,877  CO 

Total    $1,030,144  52 

National  Company   (Los  Angeles  plant)  — 

Property    value    as    of    July    31,    1020    ("property    replacement 
value")  : 

Real  estate,  buildings,  machinery,  equipment .^370,442  00 

Working  capital  required   25.000  00 

Total    $305,442  00 

Merchants  Company — 

Proi)erty  value  as  of  October  15,  1020: 

Reprotluction    cost    Ipss    depreciation    (using    present    day    unit 

costs)    exclusive   of  real   estate $243,737  00 

The  Commission  instructed  its  engrineering  department  to  check 
applicants'  inventories  and  appraisals  and  to  make  its  own  independent 
valuation  to  the  extent  deemed  necessary. 
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Soparato  reports  wore  introdneed  by  the  department  as  exhibits  tor 
each  of  applieants'  property  and  the  following  totals  for  the  cold  storage 
property  were  found : 

Los   Angelt»s   Comimny — 

Operative   property — Inventory   as   of   September   1, 
1020  : 

Historical  Reproduction 

reproduction  cost  leu 

coKt  depredatton 

Seventh    Street    plant    ?4<»1K7!M>  00        $321K1JH  m 

Fonrth  Str.'ct   plant r».S.V.);M;  00  48G^Vj  00 


$1MMJ,72»;  00  $815,440  00 

Note:. — These  fi;:ures  are  exclusive  of  'Mce  .storaj?e  rooms."  Certain  rooms 

are  used  for  the  storaj;e  of  ice  and  it   would  apix'ar  that   this  storage  simce 
should  not  be  charged  to  the  cold  storast*  business  but  to  the  ice  business. 
National  Company — 

Operative  proi>erty — Inventory  as  of  September  20, 

Historical  RetiroducUoD 

reproduction  cost  less 

cost  depredation 

1!)20 |27S,840  00  ?210,:>25  00 

Merchants  Company — 

Ol>erative    property — Inventory    as    of    0(*tober    15, 

1020    $280,800  00  $200,050  00 

The  valuation  figures  taken  from  the  Commission's  exhibits  are  based 
upon  a  segregation  of  applicants'  property  as  made  by  our  engineers 
between  the  various  branches  of  the  business.  This  segregation  differs 
from  that  adopted  by  the  applicant*;  themselves.  It  is  to  be  noted  that 
in  each  instance  our  own  engineers  assign  a  larger  proportion  of 
applicants'  property  to  the  cold  storage  business  than  do  the  applicants 
themselves.  Whether  or  not  we  adopt  the  method  of  segregation  of  our 
engineers,  or  that  of  the  applicants,  becomes  an  element  in  the 
determination  of  a  rate  base. 

A  careful  analysis  was  made  of  revenues  and  expenses  and  an  effort 
was  made  to  ascertain  for  each  company  the  following  figures  for  a 
period  of  at  least  one  year  preceding  the  application : 

(a)   Total  oi)eratins  revenue  covering  all  of  the  company's  business. 

ih)  That  i)ortion  of  the  opei-atinj;  revenue  which  is  applicable  to  the  business 
under  consideration  in  the  application. 

(cl  Total  operating  expense,  not  including  depreciation,  taxes  and  interest,  or 
other  fixed  charges,  for  all  of  the  company's  business. 

(d)  That  portion  of  the  oixrating  eqwrnse,  not  including  depreciation,  taxes 
and  interest,  or  other  fixed  charges,  which  is  applicable  to  the  busiuese  under 
consideration  in  the  application. 

(r)    All  other  expense,  not  covei-ed  under  (c),  for  all  of  the  company's  badness. 

(/)  That  i)ortion  of  other  exi>ense  no»  covered  under  ((/),  which  is  applicable 
to   the  business   under  cimsideration   in   th»  applicati»)n. 

Owing  to  the  lack  of  satisfactory  accounting  methods,  it  was 
impossible  to  ascertain  all  of  this  data  with  a  fair  degree  of  accuracy 
and  it  is  necessary  to  have  recourse  to  approximations.  The  figures 
supplied  by  the  companies  showing  revenues  and  expenses  and  the 
derived  rates  of  return,  as  summarized  above,  can  not  be  accepted  as 
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reliable.  It  developed  that  ineliuli'd  in  operatinj?  expenses  are  items  of 
interest  on  borrowed  money,  items  properly  ehargeable  to  profit  and  lass, 
and  that  segregations  were  made  between  different  branches  of  the 
business  that  do  not  seem  reasonable. 

The  Los  Angeles  company  is  the  largest  of  the  three  storage  utilities, 
having  a  storage  revenue  approximately  twice  as  large  as  the  other  two 
companies  combined.  The  investment,  according  to  the  company's 
figures,  in  the  Los  Angeles  company  is  four  times  as  large  as  in  the 
Merchants  company  and  nearly  three  times  as  large  as  in  the  National 
company.  Again,  according  to  applicants'  figures,  the  Los  Angeles 
company  for  each  $1,000  of  investment  obtains  a  gross  revenue  of 
approximately  $220,  the  Merchants  company  of  approximately  $245, 
and  the  National  company  of  approximately  $170. 

The  operating  ratios  for  1919,  according  to  applicants'  figures,  were 
approximately  65  per  cent  for  the  Los  Angeles  company  and  approxi- 
mately 70  per  cent  for  the  National  company.  The  ratio  for  the 
Merchants  company  in  that  year  was  clearly  abnormal,  being  in  excess 
of  80  per  cent,  but  it  is  noted  that  the  relation  of  the  expense  to  revenue 
has  fluctuated  greatly  in  different  years  and  between  the  three 
applicants.  Considering  all  of  the  relevant  factors,  including  the 
character  of  the  business  done,  the  amount  of  storage  space  available 
and  the  history  of  each  company,  it  is  apparent  that  a  general  rate 
structure  should  be  based  upon  normal  operations  of  the  Los  Angeles 
company  rather  than  on  either  of  the  other  two  smaller  companies.  It  is 
also  apparent  that  the  Los  Angeles  company  does  not  by  any  means 
operate  under  unusual  or  extremely  favorable  conditions.  In  testing 
a  given  rate  structure  against  the  operations  of  the  Los  Angeles  com- 
pany, a  reasonable  and  normal  standard  will,  therefore,  be  adopted  and 
not  one  that  the  two  smaller  companies  will  find  it  impossible  to  meet. 

Taking  as  a  general  basis  the  experience  of  that  company  in  the  recent 

past  and  making  proper  adjustments  in  the  submitted  operating  figures, 

the  annual  operating  results  may  be  estimated  as  follows : 

OppratinfT  coats    for   labor   and    material    inchidinj?   maintenance 

and  taxes ^130,000  00 

Operating  revenue   220,000  00 

Net    return    $90,000  00 

Opera tinpf  ratio,  00  pi^r  eent. 

This  net  of  $90,000  would  be  equivalent  to  a  **fair  return"  of  slightly 
over  9  per  eent  on  the  historical  reproduction  cost  undepreciated,  as 
found  by  the  Commission's  engineers  for  the  operative  property  of  the 
Los  Angeles  company,  and  of  slightly  over  11  per  cent  on  the 
reproduction  cost  less  depreciation. 

The  company  adds  to  its  operating  expenses  the  sum  of  $36,113  for 
** depreciation'*  ($12,706  for  the  Seventh  street  plant  and  $23,407  for 
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the  Fourth  street  plant).  Assistant  Eni?ineer  Davis,  in  Commission's 
Exhibit  ''B/'  also  makes  an  estimate  of  a  depreeiation  annuity  on  a 
6  percent  sinking  fund  basis  and  reaches  the  conclusion  that  there  should 
be  set  aside  annually,  to  provide  for  the  replacement  of  all  depreciable 
property,  the  sum  of  $10,922  ($4,242  for  the  Seventh  street  plant  and 
$6,680  for  the  Fourth  street  plant).  If  depreciation  is  not  otherwise 
taken  care  of  this  sum  should  be  deducted  from  the  net  return  (shown 
above  as  $90,000)  in  order  to  get  a  true  estimate  of  the  ''fair  return." 
It  is  a  fact,  however,  that  the  company  does  not  carry  an  actual 
depreciation  reserve  but  takes  care  of  renewals,  according  to  the  testi- 
mony, as  a  part  of  the  ordinary  maintenance  and  operating  expenditures. 
It  appears  that  this  has  been  the  practice  in  the  past  of  not  only  the 
Los  Angeles  company  but  of  the  other  two  applicants,  and  since  the  cold 
storage  operations  and  the  cold  storage  property  are  an  inseparable  part 
of  the  other  operations  and  the  other  property  of  the  company,  I  see 
no  reason  why  the  Commission  should  insist,  in  this  case,  on  the  setting 
aside  of  a  separate  depreciation  fund  for  the  storage  property  alone. 
It  would  not  be  proper,  however,  to  leave  unadjusted  operating  expenses 
which  already  include  the  cost  of  renewals,  and  in  addition  allow  another 
theoretical  depreciation  annuity  designed  to  take  care  of  property 
replacements  both  large  and  small.  This  would  result  in  an  unjustifiable 
duplication  in  an  expense  estimate. 

Even  if  we  assume,  for  the  purpose  of  this  estimate,  that  one-third  or 
one-half  of  the  depreciation  annuity  estimated  by  our  engineers  should 
be  added  to  the  operating  costs,  the  remaining  ''fair  return*'  would  still 
be  in  excess  of  8  per  cent  on  the  undepreciated  reproduction  cost  and  in 
excess  of  10  per  cent  on  the  depreciated  reproduction  cost. 

The  years  1919  and  1920  may  be  considered  as  reflecting  the  peak  of 
operating  costs  for  both  labor  and  materials.  Electric  power  is  one  of 
the  largest  items  in  the  company's  cold  storage  expense,  and  the  cost  of 
power  is  decreasing.  This  is  also  true  of  other  large  expense  items,  such 
as  machine  repairs  and  labor  expense.  One  other  factor  should  not  be 
lost  sight  of,  and  that  is  the  increase  in  business  that  may  reasonably  be 
expected.  It  is  in  evidence  that  for  a  portion  of  the  year  the  applicants 
are  obliged  to  carry  varying  amounts  of  empty  space.  This  condition 
is  due  partly  to  seasonal  requirements  and  partly  to  present  excess 
capacity  in  anticipation  of  business  growth.  There  is  no  doubt  in  my 
mind  that  such  growth  may  be  confidently  expected  in  a  city  developing 
and  increasing  in  population  as  rapidly  as  is  Las  Angeles.  While  it  is 
true  that  increased  business  will  result  in  increased  operating  expenses, 
the  expense  ratio  attaching  to  the  increased  business  will  become  more 
favorable  and  the  result  will  be  an  increase  of  the  company's  profits. 
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It  is  my  conclusion,  therefore,  that  under  the  present  rates  and  with 
the  amount  of  business  at  present  offered,  the  Los  Angeles  company  is 
earning  all  of  its  operating  costs,  including  taxes  and  depreciation,  and, 
in  addition,  is  earning  an  ample  and  fair  return  regardless  of  whether 
this  fair  return  is  measured  against  the  depreciated  or  undepreciated 
historical  reproduction  cost.  I  am  further  of  the  opinion  that  with 
efficient  operation  this  fair  return  will  increase  under  present  rates  by 
reason  of  larger  business  which  may  confidently  be  expected. 

Rate  comparisons  and   season   rates. 

There  were  introduced  as  exhibits  in  these  proceedings  comparison  of 
the  Los  Angeles  rates  with  rates  in  other  cities  in  the  United  States  for 
the  purpose  of  showing  that  the  Los  Angeles  cold  storage  rates  were 
unduly  low.  It  is  ray  opinion  that  no  conclusive  showing  has  been  made 
in  this  respect.  But  aside  from  that,  it  would  seem  that  Los  Angeles 
rates  should  be  based  on  Los  Angeles  conditions  and  costs  and  that  rates 
of  other  cities,  where,  in  the  majority  of  instances,  storage  and  climatic 
conditions  are  very  different,  can  not  serve  as  a  just  and  reasonable 
criterion  for  what  this  service  should  cost  in  Los  Angeles. 

Applicants  ask  that  season  rates  be  abolished.  Protestants  make 
serious  objection  to  this  proposal  and  ask  that  such  rates  be  retained. 
I  am  satisfied  that  season  rates  are  discriminatory  and  unfair  and  that 
they  have  a  tendency,  to  say  the  least,  to  encourage  speculation  in  food- 
stuffs. The  desirable  and  ecjuitable  aim  in  all  rate-making  should  be  that 
the  consumer  or  patron  pay,  as  nearly  as  may  be,  the  cost  of  the  service 
received  plus  a  reasonable  return  upon  investment.  While  it  is 
impossible  to  realize  this  ideal  in  all  cases,  I  see  no  reason  why  the 
principle  should  be  varied  from  with  cold  storage  rates.  There  can  be 
no  doubt  that  to* base  charges  on  a  uniform  unit  of  time  is  more  equitable 
than  to  discriminate  with  a  time  unit  between  different  storers  and 
different  classes  of  goods.  The  United  States  Food  Administration, 
during  the  war,  investigated  quite  exhaustively  the  matter  of  season 
rates  for  storage.  It  is  realized  that  during  the  stress  of  the  war  period 
considerations  governed  which  have  not  the  same  force  in  normal  times. 
But  it  seems  to  me  that  some  of  the  reasons  given  by  the  Food  Adminis- 
tration in  objecting  to  season  rates  are  as  good  now  as  they  were  then. 
The  Administration  came  to  the  following  conclusions : 

Season  rates  must  be  considered  iiufaii-  and  inequitable,  because  they  do  not 
represent  accurate  and  reasonal)le  compensation  for  services  rendered. 

The  costs  of  conducting  the  cohl  storape  business  have  exact  refer.»nc;»  to  a  small 
unit  of  time,  such  as  a  month,  rather  than  a  maximum  i>eriod,  such  as  a  season. 
For  instance,  the  principal  items  involved  art-  rent,  interest,  depr.'ciation,  labor,  etc., 
all   figured  on  a   monthly  basis. 

Season   rates  must  be  reganled  as  discriminatory. 

It  has  been  customary,  on  season  goods,  to  add  the  storage  cost  to  the  price  of 
the  gooils.  and  to  give  the  bem^fit  of  th  •  unexpired  season  storage  to  the  purchasei, 
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regardless  of  whether  the  poods  were  to  be  carried  for  the  season,  or  immediately 
withdrawn.     This  eventually  added  to  the  cost  of  the  product  to  the  consumer. 

Undoubtedly  the  season  rate  practice  leads  to  undue  length  of  time  in  carrying 
merchandise,  which  might  be  interpreted  as  "hoarding*'  or  lending  itself  to  specula- 
tive practices. 

I  recommend  that  season  rates  be  permanently  abolished  and  that  the 
regular  monthly  unit  rate  should  apply  for  all  classes  of  merchandise. 

I  suggest  the  following  form  of  order  : 

ORDER. 

Los  Angeles  Ice  and  Cold  Storage  Company,  Merchants  Ice  and  Cold 
Storage  Company,  and  National  Ice  and  Cold  Storage  Company  having, 
in  original  and  amended  applications,  asked  the  Commission  to  make 
its  order  granting  the  increases  in  rates  proposed  to  be  established  by 
applicants;  hearings  having  been  held,  exhibits  introduced,  and 
testimony  heard,  and  it  appearing  to  the  Commission,  after  careful 
consideration  of  all  the  evidence,  that  an  increase  in  the  cold  storage 
rates  and  a  change  in  rules  and  regulations  as  proposed  by  applicants 
are  not  justified  at  this  time  and,  if  granted,  would  result  in  unfair  and 
unreasonable  rates,  charges,  rules  and  regulations; 

It  is  hereby  ordered,  that  the  applications  be  and  the  same  are  hereby 
dismissed  without  prejudice. 

It  vi  further  ordered,  that  the  request  of  the  protestants  in  these 
applications,  viz,  Klein-Simpson  Food  Company  et  al.,  for  reestablish- 
ment  of  season  rates  on  certain  commodities  be  and  the  same  is  hereby 
denied  without  prejudice  and  that  the  monthly  unit  of  time  in  com- 
puting rates  and  charges  shall  be  retained  for  all  commodities. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 


Decision  No.  9140. 


IN  THE  MATTEll  OF  THE  APPLICATION  OF  SKIUVlNCi  WAREHOrSE 
COMPANY,  IN(^OUPOHATEI),  FOR  AN  OKDEU  ACTIIOKIZING  THE 
ISSUE  OF  COMMON  AND  PREFERRED  STOCK. 


Application  No.  6783. 
Decided  June  24,  1921. 


Jesfte  If.  Stcinhart,  and  John  J.  (rahfhrrr/.  I)y  John  J.  (Holdhrrfj,  for  Ai)]>licant. 

^[ ARTI N,  ( *om m iHnioncr. 

OPINION. 

In  this  petition,  as  amended  at  the  hearing,  Skirving  Warehcuse 

Company,  Incorporated,  asks  permission  to  issue  $45,000  of  common 

anc  $5,000  of  preferred  stock. 
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Ai  plicant  was  incorporated  April  1,  1921,  with  an  authorized  capital 
stock  of  $50,000,  divided  into  $45,000  (450  shares)  of  common,  and 
$5,000  (50  shares)  of  preferred.  The  company  was  organized  for  the 
pnrpose  of  acquiring  the  business  now  owned  and  conducted  by 
L.  J.  Skirving,  which  consists  chiefly  of  the  warehousing  of  grain,  rice, 
beans  and  small  quantities  of  other  commodities,  and  of  buying  and 
selling  grain  on  commission. 

The  testimony  herein  shows  that  at  present  L.  J.  Skirving  is  operating, 
practically  without  competition,  eight  warehouses  located  at  Miller, 
Pleasant  Grove,  Catlett,  Sankey,  Eiist  Nicolaus,  Arboga  and  Tarke,  all 
of  which  are  located  along  the  linen  of  the  Sacramento  Northern  Rail- 
road or  The  Western  Pacific  Railroad  Company.  These  warehouses  are 
being  operated  under  lease  agreements,  which  he  proposes  to  transfer 
to  applicant.  The  petition  shows  that  he  owns  a  one-third  interest  in  the 
Pleasant  Grove  warehouse,  a  one-fourth  interest  in  one  of  the  Catlett 
warehouses,  a  one-fourth  interest  in  the  East  Nicolaus  warehouse  and 
a  three-fifths  interest  in  the  Tarke  >^  arehouse.  The  larger  Catlett  ware- 
house is  owned  by  Catlett  Warehouse  Company,  the  East  Nicolaus 
warehouse  by  the  East  Nicolaus  Warehouse  Company  and  the  Pleasant 
Grove  and  Tarke  warehouses  by  copartnerships  of  which  L.  J.  Skirving 
is  a  member.  At  the  hearing,  applicant  amended  its  application  to  ask 
permission  to  acquire  the  stock  and  interest  of  L.  J.  Skirving  in  these 
warehouses.  The  remaining  warehouses  are  owned  by  private  indi- 
viduals or  firms  that  are  not  partic";  to  this  application,  but  which  are 
agreeable  to  the  assignment  of  the  leases  to  applicant. 

Permission  is  asked  to  issue  $37,500  of  common  stock  to  L.  J.  Skirving 
in  exchange  for  his  properties.  lie  reports  the  net  investment  in  his 
properties,  not  including  leasehold  rights  or  other  intangible  property, 
at  $20,304.57,  consisting  of— 

Physical    properties   $.'{,045  00 

Ownership  in  warehouse  biiildinp: i4,700  <K1 

Accrued  storage  charged 10,5r»U  ,57 

Total    $28,.304  57 

Deduct   $8,000   indebtedness   8,000  00 

Net  total $20,,304  57 

Petitioner  claims,  however,  that  a  value  should  be  allowed  for  lease- 
hold rights,  good  will  and  promotion  expenses.  L.  J.  Skirving  testified 
that  the  warehouses,  all  of  which  he  operates  under  leases,  are  located 
in  very  advantageous  positions,  and  that  he  is  enjoying  practically  a 
monopoly  on  the  storage  business  between  Sacramento  and  Marysville. 
It  appears  from  his  testimony,  however,  that  considerable  competition 
exists  in  the  commission  phase  of  his  business,  which  constitutes  an 
appreciable  part  of  the  total  busine&s.  It  further  appears  that  the  insti- 
tuted the  warehouse  business  about  eight  years  ago  with  the  lease  of  a 
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single  warehouse  at  Pleasant  Grove,  and  that  by  investing  profits,  the 
business  has  been  expanded  until  today  eight  warehouses  are  being 
operated.  It  occurs  to  me  that  the  testimony  does  not  justify  the  issue 
by  applicant  of  more  than  $30,000  of  stock  in  payment  for  the  properties 
which  it  intends  to  acquire  from  L.  J.  Skirving. 

Applicant  further  asks  permission  to  issue  $7,500  of  common  stock 
and  $5,000  of  preferred  stock  to  Robert  Church,  its  vice  president,  for 
$9,000  in  cash.  It  intends  to  use  $8,000  of  the  proceeds  to  pay  indebted- 
ness wiiich  it  asks  permission  to  assume  and  use  the  remainder  to  provide 
itself  with  working  capital.  I  believe  that  applicant  should  be  per- 
mitted to  Issue  to  Robert  Church  in  exchange  for  $9,000  in  cash,  $5,000 
of  its  common  and  $5,000  of  its  preferred  stock. 

L.  J.  Skirving  reports  $8,123.35  of  net  revenues  for  the  year  ending 
May  31,  1920,  and  $11,780  for  the  year  ending  May  31,  1921. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Skirving  Warehouse  Company,  Incorporated,  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  stock,  a  public  hearing 
having  been  held  and  it  appearing  to  the  Railroad  Commission  that  the 
money,  property  or  labor  to  be  procured  or  paid  for  by  the  issue  of  stock 
herein  authorized  is  reasonably  required  for  the  purpose  or  purposes 
specified  in  this  order ; 

//  is  hereby  ordered,  that  Skirving  "Warehouse  Company,  Incorpo- 
rated, be  and  it  is  hereby  authorized  to  issue  $35,000  of  its  common  and 
$5,000  of  its  preferred  stock  and  to  assume  the  payment  of  an  $8,000 
indebtedness  referred  to  in  the  petition  herein. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  Of  the  common  stock,  $30,000  shall  be  issued  and  delivered  to 
L.  J.  Skirving  in  payment  for  the  properties  and  business  refeiTed  to 
in  this  application. 

2.  The  $5,000  of  preferred  stock  and  $5,000  of  common  stock  herein 
authorized  to  be  issued  shall  be  sold  to  Robert  Church  for  a  cash  con- 
sideration of  $9,000  and  the  proceeds  used  to  pay  the  $8,000  indebted- 
ness, the  payment  of  w^hich  applicant  is  herein  authorized  to  assume, 
and  to  provide  itself  with  working  capital. 

3.  Applicant  shall  file  within  thirty  (30)  days  after  its  execution  a 
certified  copy  of  the  deed  conveying  the  properties  which  it  is  herein 
permitted  to  acquire  through  the  issue  of  stock. 

4.  Applicant  shall  keep  such  record  of  the  issue  of  the  stock  herein 
authorized  arrd  of  the  disposition  of  the  proceeds  as  will  enable  it  to  file, 
on  or  before  the  twenty-fifth  day  of  each  month,  a  verified  report  as 
required  by  the  Railroad  Commission's  General  Order  No.  24,  which 
order,  in  so  far  as  applicable,  is  made  a  part  of  this  order. 
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5.  The  authority  herein  granted  will  apply  only  to  such  stock  as  may 
be  issued,  sold  and  delivered  on  or  before  October  31,  1921. 

It  is  hereby  further  ordered,  that  Skirving  Warehouse  Company, 
Incorporated,  be  and  it  is  hereby  authorized  to  acquire  and  hold  the 
stock  now  owned  by  L.  J.  Skirvin^  and  which  he  has  agreed  to  transfer 
to  the  Skirving  Warehouse  Company,  Incorporated. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 


Decision  No.  9141. 

IX   THE    MATTEU    OF   THE    APrLK'ATION    OF    E.    15.    HAUT,    A    WAUE- 
HOrSEMAX,  FOK  Al'THOIUTY  TO  INCREASE  RATES  AT  WINTERS. 


Application  No.  6743. 
Decided  June  24,  1921. 


//.  J/.  Hull,  for  Applicant. 

By  the  Commission. 

OPINION. 

Applicant  operates  a  public  warehouse  at  Winters,  having  purcha^sed 
the  same  from  Buckeye  Orangers  Warehouse  Aasociation,  whose 
schedule  of  rates  was  automatically  adopted.  Those  rates  established  in 
1918  are  considerably  lower  for  the  same  class  of  service  than  rates 
l?enerally  in  effect  in  the  same  locality.  The  existinsr  rates  and  those 
proposed  in  the  application  covering  tlie  storage  of  grain  are  as  follows: 

Present  Proposed 

Storaff<»,  per  season,  per  tou ♦$!  00  $1   25 

I^adin^  lo  cars,  per  ton 25 

♦Includes  l<mding. 

At  the  hearing  held  on  May  26,  1921,  by  Examiner  Satterwhite  at 
Winters,  applicant  offered  to  amend  his  petition  to  the  extent  of  elimi- 
nating the  proposed  additional  charge  of  25  cents  per  ton  for  loading 
grain  from  the  warehouse  to  cars  and  also  to  reduce  the  proposed 
uniform  season  storage  charge  of  $1.25  per  ton  to  75  cents  per  ton  on 
commodities  when  stored  in  the  warehouse  yard.  These  modifications 
would  leave  for  further  consideration  only  the  proposed  increase  of 
25  cents  per  ton  per  season  on  grain  stored  within  the  warehouse. 
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An  operating  statement  covering  the  year  1920,  submitted  at  the 

hearing,  shows  the  following  results : 

Revenue    $3,472  93 

Exi)enses— Labor    $2,326  05 

Insurance    , —  TO  00 

Taxes 147  72 

Repair 159  00  2,702  77 

Net  revenue $770  16 

These  expenses,  however,  take  no  account  of  general  depreciation  of 
warehouse  and  equipment,  nor  overhead  costs.  The  property  invest- 
ments have  a  value  estimated  by  applicant  at  $10,000.  There  is  a 
mortgage  of  $5,400  with  interest  of  8  per  cent  per  annum,  or  $432. 

The  evidence  showed  that  the  year  1920  was  more  than  usually 
favorable  to  applicant,  the  warehouse  being  filled  to  capacity.  Should 
yard  storage  be  necessary  hereafter,  such  tonnage  would,  as  stated,  be 
handled  at  75  cents  per  ton,  or  25  cents  per  ton  less  than  the  present 
rate.  The  25  cents  per  ton  increase  in  the  warehouse  storage  should  in 
a  normal  year  give  a  net  income  of  approximately  $1,000. 

There  were  no  protestants  at  the  hearing,  and  the  Commission  knows 
of  no  opposition  to  the  application  as  amended.  It  is  believed  that  the 
proposed  increase  of  25  cents  per  ton  per  season  for  the  storage  of  grain 
has  been  justified  and  should  be  authorized. 

No  specific  authority  from  this  Commission  being  required  in  order 
for  applicant  to  maintain  and  operate  his  warehouse,  that  portion  of  the 
petition  relating  to  this  matter  will  not  be  covered  by  the  order  herein. 

ORDER. 

E.  B.  Hart,  proprietor  of  the  so-called  Winters  Warehouse,  a  public 
utility,  having  applied  to  this  Commission  for  authority  to  increase 
warehouse  rates,  a  hearing  having  been  held  thereon,  the  matter  having 
been  submitted: 

It  is  hereby  found  as  a  fact  that  the  present  season  rate  of  $1  per  ton 
for  storing  and  loading  grain  is  unjiLst  and  noncompensatory  and  that 
a  rate  of  $1.25  per  ton  including  loading  out  of  warehouse  is  just  and 
reasonable  for  the  service. 

Basing  its  order  upon  the  foregoing  finding  of  fact,  and  upon  other 
facts  stated  in  the  accompanying  opinion ; 

It  is  hereby  ordered^  by  the  Railroad  Commission  of  the  State  of 
California,  that  applicant  be  and  is  hereby  authorized  to  publish  and  file 
tariffs  with  this  (Commission  within  twenty  (20)  days  from  date  hereof 
covering  rates  of  $1.25  per  ton  per  season  for  the  service  of  storing  and 
loading  grain  stored  in  warehouse  and  rate  of  75  cents  per  ton  for  storing 
p:rain  when  handled  only  in  warehouse  yard. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 
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Decision  No.  9142. 

IN  THE  MATTER  OP  THE  APPLICATION  OB^  FRANK  DAVIES  (CITIZENS 
AUTO  STAGE)  FOR  AN  ORDER  FIXINO  RATES  AND  FARES  TO 
BE  CHARGED  FOR  TRANSPORTING  PASSENGERS  BETWEEN 
NEVADA    CITY,    FOREST    AND    ALLEGHANY. 


Application  No.  6430. 
Decided  June  24,  1921. 


Nilon  and  Nilon,   for   Applicant. 

By  the  Commission. 

OPINION. 

In  this  proceeding  Frank  Davies,  operating  under  the  fictitious  name 
of  Citizens  Auto  Stage  Company,  makes  application  petitioning  the 
Railroad  Commission  to  prescribe  rates,  fares  and  charges  for  trans- 
portation of  passengers  between  Nevada  City,  Forest,  and  Alleghany 
and  intermediate  points,  of  sufficient  volume  to  yield  the  applicant  a 
reasonable  return  on  his  investment.  The  application  was  amended, 
petitioning  for  a  flat  increase  of  20  per  cent  in  passenger  fares. 

A  public  hearing  was  held  before  Examiner  Satterwhite  April  7,  1921, 
and  the  matter  is  now  ready  for  decision. 

The  applicant,  in  addition  to  the  carrying  of  passengers  and  freight, 
also  handles  United  States  mail  over  his  route  between  Nevada  City 
and  Forest  and  intermediate  points,  using  automobiles  in  the  summer 
and  horse  drawn  vehicles  in  the  winter.  The  route  is  over  mountainous 
country,  over  heavy  mountain  grades  and  poor  roads  and  with  heavy 
snows  during  the  winter  months.  The  applicant  filed  with  his  applica- 
tion certain  figures  setting  forth  revenue  and  operating  expenses  for 
the  period  1917  to  1920,  inclusive,  but  these  figures  include  not  only 
revenue  and  expenses  in  the  operation  of  his  passenger  service  but  also 
of  freight  service  and  in  the  operation  of  United  States  mail  contracts 
with  no  attempt  at  segregation  of  expenses  chargeable  to  passenger, 
freight  and  United  States  mail  contract.  Owing  to  the  method  of 
operation  of  this  line,  it  would  no  doubt  be  a  difficult  matter  to  separate 
certain  of  these  expenses,  but  the  figures  generally  indicate  that  the 
applicant  is  operating  at  a  loss  and  if  he  is  to  continue  in  business, 
requires  additional  revenue. 

The  applicant's  rates  are  already  higher  than  the  rates  in  many  other 
localities  but  this  is  offset  to  a  great  extent  by  difficulties  of  operation 
and  the  necessity  of  keeping  the  service  going  during  rough  weather. 

Analyzing  all  of  the  evidence  before  us,  we  conclude  that  an  increase 
of  10  per  cent  in  applicant's  passenger  fares,  such  fares  to  end  in  the 
nearest  multiple  of  5  cents,  will  afford  at  least  temporary  relief  and  an 
order  will  be  made  accordingly.     In  the  meantime  the  applicant  will 
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be  instructed  to  make  a  segregation  of  his  operating  expenses  on  some 
reasonable  basis  showing  the  amount  attributable  to  the  conduct  of  the 
mail  service  and  the  amount  attributable  to  the  freight  and  passenger 
service  separately,  and  if  at  the  end  of  six  months  temporary  relief 
herein  granted  is  not  sufficient  to  yield  a  reasonable  return,  the  Com- 
mission will  consider  a  supplemental  application  to  that  effect. 

ORDER. 

It  is  Jierehy  ordered y  that  Frank  Davies,  operating  the  Citizens  Auto 
Stage  Company,  is  hereby  granted  authority  to  increase  his  present 
passenger  fares  between  Nevada  City  and  Forest  and  intermediate 
points  10  per  cent,  such  fares  to  end  in  the  nearest  multiple  of  5  cents. 

It  is  further  ordered,  that  the  applicant  Frank  Davies  will  be  required 
to  keep  complete  record  of  his  revenue  and  expenses,  showing  the 
amounts  chargeable  to  the  various  phases  of  his  service,  namely,  freight, 
passenger,  separate  from  any  other  kind  of  business  transacted  and  at 
the  end  of  six  months,  if  the  above  rates  do  not  yield  a  reasonable  return 
upon  the  property  used  and  useful  in  the  public  service,  he  may  again 
come  to  the  Commission  for  further  relief. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 


Decision  No.  9144. 

NICH()TvLS-U)OMIS  COMPANY 

vs. 

SOUTIIEUN  PACIFIC  COMPANY  ET  AL. 


Case  No.  1552. 
Decided  June  24,  1921. 


Tlic  Ctiiniuissiuii  liiids  tliat  tlioro  is  iiu  discriininaruni  wlicu  trausit  i)nviie;;i's 
pri'scribcd  hy  the  caiTiors*  tarilTs  apjjly  alike  to  all  sliiiijrn-s  und.'r  liko  conditions. 

F.  F.  Miller,   for  Complainant. 

/'.   H.  Austin  and  //.  V.  Hallmark,  for  Soiithorn  I*a'-ific  (^onii>any. 

Frank   Karr,   for  I*acific   Electric  Kailway   Company. 

F.    W.  Camp  and  G.  U.  Baler,  for  The  Atchison,  Topoka  and   Santa  Fo  Railway 

Company. 
F.  F.  Bennett,  for  Los  Anj^clcs  and  Salt  Lake  Kailroad. 

LoVELAND,   Commissioner, 

OPINION. 

This  is  a  proceeding  in  which  Xicholls-Loomis  Company,  a  corporation 
incorporated  under  the  laws  of  the  State  of  California,  engaged  in  the 
wholesale  hay,  grain,  flour  and  feed  business,  located  at  Los  Angeles, 
('alifornia,  avers  that  Southern  Pacific  Company,  The  Atchison,  Topeka 
and  Santa  Fe  Railway  Company,  Los  Angeles  and  Salt  Lake  Railroad 
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and  Paeifie  Electric  Railway  (.'ompanv,  the  defendants,  maintain  transit 
privilejife  on  mixed  feeds  eontaininj;  twenty  per  cent  or  less  of  nontransit 
ingredients,  and  that  snch  rule  of  said  defendants  is  discriminatory,  for 
the  reason  that  it  prohibits  the  transit  privilege  on  mixed  feeds  con- 
taining in  excess  of  twenty  per  cent  nontransit  ingredients. 

A  public  hearing  w^as  held  in  Los  Angeles,  May  25,  1921,  briefs  have 
been  filed,  and  the  matter  is  now  ready  for  opinion  and  order. 

Prior  to  February  20,  1921,  mixed  feeds  wei^  not  accorded  by  the 
defendant  carriers  any  transit  privilege.  On  February  20,  1921,  the 
defendant  carriei's  established  a  rule  permitting  transit  privilege  on 
mixed  feeds  containing  not  in  excess  of  twenty  per  cent  nontransit 
ingredients. 

The  complainant  in  this  proceeding  contends  that  it  is  not  able  to 
take  advantage  of  the  transit  privilege  on  its  mixed  feeds  but  that  other 
mills  are  able  to  take  advantage  of  the  transit  privilege  owing  to  the  fact 
that  other  mills  manufacture  some  of  the  ingredients  which  the  com- 
plainant does  not,  and  complainant  contended  that  it  was  discriminatory 
to  the  extent  that  they  did  not  t^njoy  transit  privilege  while  their 
competitors  did. 

The  complainant  manufactures  large  quantities  of  mixed  feeds  for 
poultry,  consisting  principally  of  mashes  and  soft  feeds,  the  principal 
ingi'edients  of  which  are  bran  and  shorts.  Of  twenty-two  different 
formulas  for  such  feeds,  fourteen  c(mtain  over  tw^enty  per  cent  of  bran 
and  shorts  or  other  nontransit  ingredients,  and  only  eight  of  these 
different  kinds  of  mixed  feeds  contain  under  twenty  per  cent  nontransit 
ingredients.  Some  of  the  mills  coujpeting  with  the  complainant  manu 
facture  their  own  bran  and  shorts  from  wheat  and  other  grains  milled 
at  the  shipping  point  and  therefore  the  by-product  bran  and  shorts  in 
such  case  are  accorded  transit  privilege,  and  these  competitors  of  the 
complainant  are  able  to  ship  at  a  less  rate  on  the  outbound  mixed  feeds 
to  the  extent  that  the  milling  and  transit  rate  was  less  than  the  local 
rate  from  shipping  point. 

The  evidence  showed  that  the  complainant  purchased  bran  and  shorts 
at  eastern  points  and  in  many  instances  probably  the  bran  and  shorts 
so  purchased,  moving  from  eastern  shipping  point  to  complainant's  mill, 
were  accorded  a  milled-in-transil  privilege  which  the  same  commodity 
would  not  be  entitled  to  in  reshipment  from  complainant 's  mill  in  mixed 
feeds  outbound.  Therefore  the  mixed  feeds  of  the  complainant  con- 
taining the  same  commodity,  bran  and  shorts,  w^ould  not  be  entitled  to 
the  milled-in-transit  privilege  on  a  'count  of  said  bran  and  shorts  not 
having  been  milled  at  the  shipping  point.  This  condition  is  purely  a 
commercial  one  and  in  no  way  discriminatory,  for  the  reason  that  if  the 
complainant  did  manufacture  its  bran  and  shorts  it  would  enjoy  the 
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same  transit  privilege  as  its  eomp^^titors  who  do  manufacture  these 
products. 

The  complainant  cited  the  case  of  Atla4i  dreal  Company  vs.  Chicago, 
Burlington  and  Quincy  Railroad  Company  et  al,^  59  I.  C.  C.  702.  In 
that  case  the  carrier  denied  transit  privileges  at  Kansas  City,  Missouri, 
on  mixed  feeds  containing  more  than  twenty  per  cent  of  molasses,  while 
at  the  same  time  the  same  carrier  granted  transit  privileges  on  the  same 
commodity  at  St.  Joseph,  Missouri.  The  case  is  not  parallel  and  is 
therefore  not  comparable. 

In  Southern  Pacific  Company's  Terminal  Tariff  No.  230-11,  C.R.  C. 

No.  2477,  effective  February  20, 1921,  on  original  page  34-a,  we  find  the 

rule  granting  transit  privileges  to  mixed  feeds  or  blended  products  as 

follows : 

Note. — Z.  Transit  privileges  on  mixed  feed  or  blended  products  manufactured 
from  two  or  more  of  tlit»  articles  named  in  paragraph  ''e,"  section  No.  1,  pase  34, 
or  from  such  articles  combined  with  not  to  exc»*ed  20  i)er  cent  of  other  articles, 
are  subject   to   the   following  conditions : 

(a)  Shipper  must  furnish  signed  certifi.*ate  showing  the  exact  ingredients  enter- 
ing into  the  mixed  feed  or  blended  prod  icts  and  their  ixTcentage  proportions  to 
the  whole,  and  surn*nder  representative  freight  bills  in  proportions  specified.  Will 
not  ap])ly  where  the  portion  in  the  mixod  fe<^  or  blended  products  made  from 
articles  othnr  than  those  as  listed  in  parajjraph  "e."  siH'tion  No.  1,  page  34,  ext*eeds 
20  i>er  cent  of  the  whole.  In  such  cases  flat  rate  from  transit  station  will  apply 
on  the  whole  carload. 

(b)  Difference  between  .  rate  paid  origin  to  transit  point  and  through  rate 
applicable  to  the  mixed  feed  or  blended  ]»ro<lucts  will  applv  on  the  actual  weight 
of  the  portion  of  outl)ound  shipment  entitled  to  transit  privileges  and  for  which  repre- 
sentative freight  bills  for  inbound  tonnage  (in  proportions  sp*H*itied)  are  surrendered. 
The  carload  rate  from  transit  point  on  the  mixed  feed  or  blended  products  will 
apply  on  the  portion  made  from  articles  other  than  those  listiMl  in  paragraph  *V/* 
.section  No.  1,  page  34,  pro\iding  it  does  not  exceed  20  per  cent;  also  applies  on 
the  i)ortion  made  from  artich's  named  in  paragraph  *'e.**  s.^ction  No.  1.  page  34, 
for  whieh  representative  freight  bills  are  rot  surrendertnl. 

In  the  abseiHi'  of  speeitie  ettnimoility  lates  origin  to  destination,  on  the  mixed 
feed  or  blenck'd  pro<lucts.  each  transit  omminlity  in  the  mixed  feed  or  blended 
products  (i>er  surrendered  certificate  of  shipi>er  and  freight  bill)  will  be  billed 
from  transit  iK>int  to  destination  at  the  ("ifference  l)etween  the  rate  i>aid  origin  to 
transit  point  and  the  through  rate  applicable  on  such  transit  commodity;  the  non- 
transit  i>orti(m.  if  any.  to  take  carload  rate  api)lying  on  mixed  feed  or  blended 
products,  transit  jmint   to  destination. 

Similar  privileges  are  published  by  the  other  defendants. 

ORDER. 

Inasmuch  as  transit  privileges  prescribed  by  the  carriers'  tariffs 
apply  alike  to  all  shippers  under  like  conditions,  and  the  only  reason 
why  complainant  does  not  enjoy  the  same  transit  privilege  on  its  mixed 
feeds  8hip[)ed  out  is  because  the  ingredients  of  their  mixed  feeds  become 
nontransit  ingredients  for  the  reason  that  they  are  not  milled  at 
shipping  point  and  have  probably  once  been  accorded  transit  privileges, 
I  believe  that  no  discrimination  has  been  shown  and  therefore  reconunend 
that  the  case  be  dismissed. 
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tt  wf  hereby  ordered,  that  the  complaint  in  this  case  be  and  the  same 
is  hereby  dismissed. 

The  foregoing  opinion  and  order  are  hei'cby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 


Decision  No.  9145. 
w.  i>.  moore,  tom  r.  fklt,  john  f.  even,  c.  b.  siiively,  e.  h. 

GOULD,   ED  K.   SIIEPARD,   S.   L.  MAYFIELD.   AND   S.  H.   WYCIvOFF 
AND  ARTHUR   II.   SIIEPARD 

VS. 

SAX  FRANCISCO,  NAPA  AND  CALISTOGA  RAILWAY,  A  CORrORATION. 

Case  No.  1514. 

W.  D.  MOORE  ET  AL. 

VS. 

SOUTHERN   PACIFIC   COMPANY,   A  CORPORATION. 


Case  No.  1515. 
Decided  June  24, 1921. 


Commutation  fares  between  Napa  and  Vallejo  held  not  to  be  excessive  when  dis- 
tance and  operating  cost  considered.  Charges  comparable  to  those  for  like 
service  and  can  not  be  coraimred  with   rates  within  metropolitan  district. 

COMMUTATION  TRAFFIC. — Wholesale  transportation  and  reduced  rates  for  such 
service  are  given  upon  the  theory  (hat  the  passenger  makes  one  round  trip 
daily. 

Frank  L.  Coombs  and  Nathan  F.  Coombs,  for  Complainants. 

Morrison,  Dunne  and  Brobecl%  by  //.  W.  Clark  and  It.  C.  Foster,  for  San  Francisco, 

Napa  and  Calistoga  Railway. 
C.   TV.  Durbrow,  for  Southern  Pacific  Company. 

By  the  Commission. 

OPINION. 

In  Case  No.  1514,  W.  D.  Moore  et  al.  made  complaint  against  the 
San  Francisco,  Napa  and  Calistoga  Railway,  hereinafter  called  the 
electric  road,  alleging  that  the  monthly  commutation  fare  between  Napa 
and  Vallejo  of  $11.64  is  unfair  and  unreasonable  to  the  extent  that  it 
exceeds  a  monthly  commutation  fare  of  $7  per  calendar  month. 

In  Case  No.  1515,  W.  D.  Moore  et  al.  made  complaint  against  the 
Southern  Pacific  Company,  hereinafter  called  the  Southern  Pacific, 
alleging  that  the  monthly  commutation  fare  between  Napa  and  Mare 
Island  Navy  Yard  of  $11.65  is  unreasonable  to  the  extent  that  it  exceeds 
a  monthly  commutation  fare  of  $7  per  calendar  month. 

The  above  entitled  cases  were  consolidated  for  hearing  and  decision. 
A  public  hearing  was  held  February  21,  1921,  and  the  matter  is  now 
ready  for  a  decision. 
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The  complainants  in  these  proeeedinp^  are  eomnmters  living  in  the 
eity  of  Napa  and  employed  at  the  United  Statics  Navy  Yard  at  Mare 
Island,  across  the  channel  from  Vallejo. 

The  distance  from  Napa  to  South  Vallejo  via  Southern  Pacific  is  15.5 
miles  and  from  South  Vallejo  to  Mare  Island  1.2  miles,  a  combined 
distance  of  16.7  miles.  The  assistant  passenger  traffic  manager  of  the 
Southern  Pacific  testified  that  a  travel  check  for  ten  days  next  preceding 
the  hearing  in  these  causes,  on  February  21,  1921,  showed  an  average  of 
427  commuters  per  day  between  Napa  and  Mare  Island,  and  that  the 
average  number  of  commute  tickets  sold  were  as  follows: 

September,   1920   504 

October,    1920    475 

November,    1920    505 

December,    1920    523 

January,    1921    522 

February,   1921    504 

Testimony  shows,  further,  that  in  September,  1918,  there  were  520 
commute  tickets  sold,  October  532,  and  in  November  514.  So  it  is 
evidenced  that  the  average  number  of  tickets  sold  has  been  fairly 
constant.  The  evidence  indicated  also  that  the  electric  line  carries  about 
100  commuters  per  day  between  Napa  and  Vallejo.  The  commutation 
fare  for  a  monthly  commutation  ticket  for  one  round  trip  daily  prior  to 
February  7,  1918,  on  the  Southern  Pacific  was  $10.60.  On  February  7, 
1918,  commutation  fares  generally  were  readjusted,  based  on  1  cent  per 
mile,  and  this  commutation  fare  was  reduced  to  $10.  On  June  10, 1918, 
under  General  Order  Xo.  28  of  the  Director  General  of  Railroads,  com- 
mutation fares  were  increased  10  per  cent,  making  this  commutation 
fare  $11.  On  December  1,  1918,  the  United  States  Hailroad  Adminis- 
tration put  in  a  rate  for  10  and  12  ride  tickets  for  war  workers  only 
of  $1.58  and  $1.90,  respectively,  between  Napa  and  Mare  Island.  These 
fares  remained  in  effect  until  July  31,  1920,  at  which  time  they  were 
abolished.  While  the  government  could  legally  put  in  any  rate  it  chose 
and  confine  such  rate  to  any  class  of  patrons,  the  private  carrier  is  pro- 
hibited by  statute  from  doing  that  same  thing.  Carriers  must  provide 
the  same  rates  and  service  for  all  patrons  regardless  of  who  they  may  be. 

The  evidence  showed  that  the  carrier  furnishes  special  train  and  boat 
service  morning  and  evening  between  Napa  and  Mare  Island  to  accom- 
modate commutation  travel,  it  l)eing  necessary  to  maintain  a  ferry 
service  from  South  Vallejo  to  ^Vlare  Island  which  is  required  entirely 
by  the  commutation  service. 

Eight  coaches  and  a  ten  wheel  locomotive  are  used  in  this  service. 
The  engine  requires  a  watchman  at  Napa  on  account  of  no  roundhouse 
facilities.  They  ferry  boat  **The  Bay  City'*  is  used  in  the  Napa  and 
Oakland-San  Francisco  commute  service. 
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Southern  Pacific  Railroad  Excursion  Tariff  No.  28-A,  C.  R.  C.  2784, 
effective  September  1,  1919,  provides  commutation  rates  between 
specified  points  in  California  north  of  Santa  Barbara  and  Mojave.  This 
tariff  covers  practically  all  of  the  commutaticm  business  of  consequence 
in  this  territory.  Section  17  of  that  tariff  provides  a  basis  for  making 
fares  for  individual  monthly  commutation  tickets  where  specific  fares 
are  not  shown.  That  basis  is  1  cent  per  mile  plus  10  per  cent  for  62 
trips,  which  w^as  increased  by  this  Commission's  Decision  No.  7983  by 
20  per  cent.  The  distance  between  Napa  and  Mare  Island  is  16.7  miles, 
multiplied  by  62  trips  makes  1035.4  miles ;  on  the  basis  of  1  cent  per  mile 
plus  10  per  cent,  the  rate  would  be  $11.39,  increased  by  20  per  cent  would 
make  $13.67  based  on  the  formula  for  figuring  commutation  rates, 
whereas  the  present  rate  applicable  for  62  rides  between  Napa  and  Mare 
Island  is  $11.65. 

Considerable  testimony  was  taken  to  the  effect  that  these  commuters 
did  not  work  on  Sunday  and  that  being  United  States  government 
employees  had  the  privilege  of  thirty  days  vacation  per  annum,  with 
pay.  Further  testimony  was  to  the  effect  that  many  of  these  workers 
were  Seventh  Day  Adventists  and  did  not  work  on  Saturdays.  All  of 
these  matters  are  of  no  consideration  to  the  carrier.  The  employees  do 
not  all  take  their  vacations  at  one  time  nor  do  they  all  refrain  from  work 
on  Saturday,  therefore,  the  same  service  must  be  maintained  whether  a 
portion  of  these  employees  lay  off  or  are  on  vacation. 

Commutation  traffic  is  wholesale  transportation  and  reduced  rates  for 
such  service  are  given  upon  the  theory  that  the  passenger  makes  one 
round  trip  daily. 

With  the  exception  of  a  few  points  in  California  on  the  peninsula 
south  of  San  Francisco,  all  monthly  commutation  rates  are  based  on  62 
rides.  The  only  place  where  different  rates  are  given  when  Sunday 
trips  are  eliminated  is  between  San  Francisco  and  San  Jose  for  points 
from  Burlingame  south.  The  defendant  Southern  Pacific  has  contended 
that  its  commutation  rates  are  too  low.  The  commutation  fare  of  $11.65 
for  16.7  miles  between  Napa  and  Mare  Island  is  not  comparable  to 
commutation  rates  within  the  metropolitan  district  where  thousands 
of  commuters  ride  daily.  The  exhibits  filed  by  complainants  contained 
comparisons  of  rates  for  metropolitan  districts  only.  The  Napa-Mare 
Island  rate  may  be  comparable,  however,  with  rates  for  similar  distances 
on  the  coast  division  of  the  Southern  Pacific:  for  instance  between 
Burlingame  and  Mayfield,  15.5  miles,  we  find  a  rate  of  $12.20;  between 
Broadway  and  Mayfield,  a  distance  of  16.6  miles,  we  find  a  rate  of 
$12.61 ;  on  the  Southern  Pacific,  Western  Division,  Niles  to  Livermore, 
17.7  miles,  $14.52;  San  Leandro-Farwell,  16.9  miles,  $13.20.  On  the 
electric  line  we  find  monthly  commutation  rates,  Calistoga-Yountville, 
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17.5    miles,    $12.66;    Dima weal- Veterans'    Home,    16.59    miles,    $12; 
St.  Helena-Napa,  16.9  miles,  $12.18. 

On  the  Central  California  Traction  Company,  monUily  commutation 
rates  anywhere  on  its  line,  $.0132  per  mile ;  on  Peninsula  Railway  Com- 
pany, Palo  Alto  and  Saratoga,  16.76  miles,  $12.06  for  60  rides;  on 
Petaluma  and  Santa  Rosa  Railroad,  Petaluma  and  Sebastopol,  16.6 
miles,  $12.60. 

No  evidence  was  offered  by  complainants  either  by  testimony  or 
exhibits  comparing  or  concerning  rates  on  the  electric  line. 

The  complaint  in  this  proceeding  alleges  that  any  rate  in  excess  of  $7 
for  calendar  month  commutation  round  trip  daily  was  unreasonable 
and  unfair  and  that  a  $7  rate  would  produce  a  fair  and  just  return  on 
defendants'  investments.  We  find  no  rate  in  the  defendant  electric 
line's  tariffs  on  file  with  this  Commission  comparable  to  a  $7  rate  for 
any  like  distance. 

Complainants  produced  no  evidence  of  whatsoever  character  as  to  the 
proposed  $7  rate  being  compensatory  or  otherwise. 

The  defendant  Southern  Pacific  offered  in  evidence  an  exhibit  showing 
that  the  cost  of  the  service,  reckoned  by  process  of  elimination  from 
figures  taken  from  its  annual  report,  was  $4,990  per  month,  wMle  500 
commutation  tickets  at  $11.65  each  w^hich  is  the  present  rate,  produces 
$5,825  revenue,  while  500  similar  tickets  at  $7  rate  would  produce 
$3,500,  or  $1,490  less  than  enough  to  pay  actual  operating  expenses. 
The  defendant's  exhibit  did  not  attempt  to  show  value  of  property  used 
and  useful  in  this  service,  nor  did  it  set  up  any  depreciation  or 
maintenance  of  buildings  or  road  bed. 

The  defendant  electric  line  filed  an  exhibit  showing  earnings  and 
expenses  of  commutation  trains  covering  last  four  months  1920.  Actual 
earnings  compiled  from  conductors'  reports  showed  a  car  mile  earning 
of  $.544,  while  at  full  seating  capacity  earning  would  be  $.581,  total 
operating  cost  per  car  mile  $.666.  Therefore,  these  trains  lack  $.085 
per  car  mile  of  paying  operating  expenses.  If  a  $7  rate  was  in  effect, 
the  earning  of  these  commutation  trains  would  be  $.349  per  car  mile, 
or  $.317  per  car  mile  less  than  enough  to  pay  operating  expenses. 

Taking  all  of  these  conditions  and  circumstances  into  consideration, 
we  believe  that  no  showing  has  been  made  that  the  present  rates  are 
unreasonable  or  unfair,  or  that  they  j)roduce  an  unreasonable  return 
upon  the  investment,  and  that,  therefore,  this  complaint  should  be 
dismissed. 

ORDER. 

It  is  hereby  ordered,  that  the  complaints  in  this  proceeding  should 
be  and  the  same  are  hereby  dismissed  without  prejudice. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 
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Decision  No.  9146. 

IN  THE  MATrKU  OF  TIIK  AMPLICATION  OF  TIIK  LIOHT  AM)  I»OWEU 
FTILITY    FOU    HEVISION    OF    KATES. 


Application  No.  6248. 
Decided  June  24,  1921. 


Rate  of  Return. — Found  to  be  fair  consiclering:  stTviee  given. 

Combination  rat»*s.  established  for  domestic  liphtinp,  cooking  and  heating  service. 

r.  If.  L.  Ghricsi^  for  Applicant. 
Frank  L.  Miller,  for  City  of  Banning. 

By  the  Commission. 

OPINION. 

The  Light  and  Power  Utility  requests  an  increase  in  its  rates  for 
electric  energy  served  in  Banning,  Riverside  County,  urging  as  reasons 
therefor  that  it  is  not  receiving  a  fair  return  upon  the  actual  capital 
invested  and  that  due  to  the  increased  cost  of  materials  and  purchased 
energy  an  increase  in  its  rates  is  necessary  in  order  that  it  may  continue 
to  furnish  adeciuate  service,  but  it  does  not  request  a  definite  amount 
of  increase  nor  suggest  a  schedule  of  rates.  A  hearing  was  held  upon 
the  application  by  Examiner  Westover  at  Banning. 

Applicant  operates  an  electric  distribution  system  in  Banning,  power 
being  purchased  from  the  Southern  Sierras  Power  Company.  Appli- 
cant produced  no  engineering  testimony  at  the  hearing  and  it  developed 
that  its  records  were  incomplete,  and  its  system  of  accounting 
inadequate.  The  Commission's  engineers  were  therefore  unable  to 
produce  from  its  records  any  appraisal  showing  actual  cost  and  were 
obliged  to  use  estimates  in  some  instances. 

In  June,  1919,  this  Commission  made  an  inventory  and  appraisal  of 
applicant's  properties  in  connection  with  Application  No.  4609,  in 
which  matter  the  Commission  fixed  the  just  compensation  to  be  paid  to 
applicant  by  the  city  of  Banning.  This  inventory  and  appraisal  shows 
a  cost  to  reproduce  new  of  $18,414  and  a  cost  to  reproduce  new  less 
depreciation  of  $13,833.  Both  of  these  figures  are  as  of  May  24,  1919. 
In  Commission's  Decision  No.  8564,  in  Application  No.  4609,  the  just 
compensation  to  be  paid  for  the  properties  as  of  May  24,  1919,  was 
found  to  be  $14,000. 

In  connection  with  the  fixing  of  the  present  rates  by  Decision  No.  3463, 
of  June  27, 1916,  the  Commission  determined  the  historical  reproduction 
cost  of  the  properties  to  be  $9,178.45  as  of  April  30,  1916.  (See 
Opinions  and  Orders  of  the  Railroad  Commission,  Volume  10,  page  480.) 

The  Commission's  engineers  estimate  with  the  aid  of  applicant's 
records  that  additions  and  betterments  from  April  30,  1916,  to 
January  1,  1921,  have  amounted  to  approximately  $7,800.     Additions 
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and  bettrriiients  for  1021,  as  estimated  by  the  Commission's  engineers 
will  amount  to  $2,0(M).  On  the  basis  of  the  valuation  of  April  30,  1916, 
plus  additions  to  capital  from  April  80,  1916,  to  January  1,  1921,  one- 
half  of  estimated  additions  for  1921,  $500  for  material  and  supplies 
and  $1,000  for  workinpr  cash  capital,  the  rate  base  as  of  June  30,  1921, 
amounting  to  $19,027.54  will  be  used  in  this  proceeding. 

The  additions  and  betterments  since  May  24,  1919,  plus  working  cash 
capital  and  material  and  supplies  as  above  found  reasonable,  brings  the 
total  based  on  the  finding  of  $14,000  as  the  just  compensation  of  the 
properties  of  applicant  to  $19,700  as  of  June  30,  1921. 

Table  No.  1  below  shows  the  statistical  data  regarding  the  operations 
of  The  Light  and  Power  Utility  for  the  year  1920,  together  with  the 
Commission's  estimate  for  1921. 

TABLE  NO.   1. 

Elfxtrical  Operations,  The  Light  and  Power  Ltility. 

Application  No.  6248. 


Item 


Purchased  energy,  kilowatt  hours 

Total  sales,  kilowatt  hours.. _ 

Cost  per  kilowatt  hour  of  purchased  energy- 
Number  of  consumers: 

Residence  lighting 

Commercial  lighting _ 

Heating  and  cooking _ 

Industrial  power  _. 


Total   

Kilowatt  hour  sales: 

Residence  lighting 

Commercial  lighting  . 
Heating  and  cooking. 
Industrial  power 


Total 


I 


1920 

C.  B,  C. 

estimate. 

1921 

184.180 

iM.eoe 

2.22* 

224,500 

168,200 

1.825* 

260 
80 
13 
11 

305 
96 
15 
12 

364 

427 

51,957 
36,699 
25,467 
20,483 

65,000 
45,800 
31.800 
25.600 

134,606 

168.200 

Operatino:  expenses  and  revenue  from  sales  as  estimated  herein  for  tlie 
year  1921  are  shown  in  detail  in  Table  No.  2: 

TABLE   NO.   2. 

Operating  Expenses.  Revenue  and  Keturn,  The  Light  and  Power  I'tiuty. 

C.  R.  C. 
Revenue —  Estimite.  19S1 

Residence   lighting   ^T),.*!,")©  00 

rommercial    lighting    i!,(>70  00 

Heating   and   cooking   1,1*20  00 

Industrial   iK)wer  1,455  00 

Total    $ll,7?r>  00 
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Oljerating  expenses — 

Purchased  energy $4,106  00 

Distribution  exi)ense  and   repair 350  00 

('ommercial    expense   ^ 150  00 

Salaries  and  general  overhead     4,300  00 

Miscellaneous  general   expense   250  00 

Miscellaneous  general  repair 15  00 

Other   expense    15  00 

Taxes   1,048  00 

Total    $10,234  00 

Net   revenue  for  return   and  depreciation   $1,5G1  00 

Applicant  purchases  its  ener^  at  2200  volts  from  The  Southern 
Sierras  Power  Company  at  Banning:.  Prior  to  the  Commission's 
Decision  No.  8119,  dated  September  16,  1920  (Opinions  and  Orders 
of  the  Railroad  Commission  of  the  State  of  California,  Volume  18,  pa^e 
818),  fixing  the  rates  of  The  Southern  Sierras  Power  Company,  The 
Light  and  Power  Utility  was  paying  The  Southern  Sierras  Power  Com- 
pany a  rate  of  2  cents  per  kilowatt  hour  plus  a  surcharge  of  2  mills  per 
kilowatt  hour.  In  this  decision  the  Commission  fixed  Schedule  P-1 
applicable  to  resale  service.  Applicant  stated  that  the  Southern  Sierras 
Power  Company's  Schedule  P~l  had  resulted  in  an  increase.  During 
the  months  of  November  and  December  the  actual  charges  for  purchased 
energy  amounted  to  $340.37  and  $383.17,  for  a  consumption  of  18,130 
kilowatt  hours  and  20,440  kilowatt  hours  respectively,  resulting  in  an 
average  charge  of  1.87  cents  per  kilowatt  hour,  a  reduction  of  15.7  per 
cent  over  the  former  rate.  Based  on  the  sales  as  estimated  in  Table 
No.  1  the  purchased  energy  for  the  year  1921  will  amount  to  224,500 
kilowatt  hours.  •  The  Commission  estimates  that  the  total  cost  to 
applicant  for  purchased  power  from  The  Southern  Sierras  Power 
Company  for  the  year  1921  will  amount  to  $4,106,  an  average  of  1.825 
cents  per  kilowatt  hour,  which  will  result  in  a  reduction  of  17.8  per  cent 
over  the  former  rate  paid  by  applicant. 

Applicant  has  not,  according  to  the  evidence,  paid  its  state  taxes  in 
the  past.  In  this  decision  the  proper  state  and  city  taxes  will  be 
included  as  a  part  of  operating  expenses,  it  being  understood  that  said 
taxes  will  be  assessed  and  paid. 

Applicant  estimated  tliat  the  sales  for  1921  would  not  be  increased 
over  those  resulting  in  1920.  From  a  study  of  the  conditions  existing 
at  Banning,  the  Commission  is  led  to  believe  that  the  sales  for  1921  will 
be  at  least  25  per  cent  above  those  occurring  during  1920.  This  figure 
has  been  used  in  determining  the  above  estimate  for  this  year  and  the 
amoimt  of  energy  necessary  to  be  purchased  from  The  Southern  Sierras 
Power  Company. 

The  revenue  for  1921  based  upon  existing  rates  should  amount  to 
$11,795. 
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In  this  proceeding  the  Commission  will  allow  3  per  cent  on  operative 
capital  for  depreciation,  amounting  to  $526.  The  return  on  investment 
after  deducting  operating  expenses  of  $10,234  and  depreciation  will, 
for  the  year  1921,  amount  to  $1,034  or  5.4  per  cent  on  the  rate  base 
allowed. 

Applicant's  lighting  rates  are  a  maximum  of  8  cents  per  kilowatt  hour 
as  compared  with  11  cents  per  kilowatt  hour  charged  for  similar  service 
by  The  Southern  Sierras  Power  Company  in  comparable  territory.  It 
would  therefore  appear  that  the  present  rates  charged  are  not  high. 
The  lower  rate  is  possible  owing  to  the  limited  territory  served  by 
applicant,  which  excludes  the  surrounding  less  remunerative  territory. 

There  Ls  and  has  been  in  the  past  (and  the  same  condition  exists  at 
present)  a  general  complaint  by  applicant's  consumers  regarding  the 
attitude  and  manner  of  applicant  in  carrying  on  its  business  which 
prevents  its  proper  and  natural  development.  The  Commission  has 
urged  applicant  from  time  to  time  to  improve  these  conditions  for  the 
betterment  of  service  to  consumers  and  increase  of  business  to  applicant. 
It  is  the  firm  conviction  of  the  Commission's  engineers  that  applicant's 
business  could  be  increased  to  a  point  where  it  would  pay  an  adequate 
return  under  present  rates.  Under  these  conditions  the  Commission 
does  not  feel  justified  in  authorizing  an  increase  in  rates  at  this  time  and 
the  return  as  estimated  above  is  fair  considering  the  service  given. 

The  rates  now  in  effect  are  not  of  such  form  as  will  allow  a  combina- 
tion of  domestic  lighting,  cooking  and  heating  services.  As  such  a 
combination  appears  to  be  advisable  and  of  material  aid  in  developing 
the  business,  a  schedule  allowing  a  consumer  to  obtain  domestic  lighting, 
heating  and  cooking  service  or  a  combination  of  two  services  through 
one  meter  and  on  a  combination  rate  is  set  forth  in  the  order  following. 
This  new  schedule  will  be  an  optional  rate  to  the  present  lighting 
schedule  and  heating  and  cooking  schedule  applicable  to  domestic 
service.  If  in  the  future  applicant  shows  to  the  Commission's  satis- 
faction that  it  has  made  suitable  changes  to  improve  conditions  and  has 
made  a  sincere  and  intelligent  effort  to  properly  develop  the  business, 
but  that  an  increase  in  rates  is  still  needed  to  provide  an  adequate 
return,  the  matter  may  again  be  brought  to  the  Commission's  attention 
by  the  filing  of  a  new  application. 

ORDER. 

A  hearing  having  been  held  upon  the  above  application  and  the  matter 
having  been  submitted  and  now  ready  for  decision : 

The  Railroad  Commission  hereby  finds  as  a  fact  that  the  present  rates 
charged  for  electric  service  are  just  and  reasonable  rates  for  the  service 
rendered  but  that  there  should  he  filed  a  schedule  of  rates  for  com- 
bination service,  as  herein  provided. 


Digitized  by 


Google 


CALIFORNIA  RAILROAD   COMMISSION   DECISIONS.  151 

Basing:  its  order  on  the  foregoing  findings  of  fact  and  on  the  findings 
of  fact  contained  in  the  opinion  which  precedes  this  order ; 

It  is  hereby  ordered,  that  the  application  for  an  increase  in  rates  be 
and  it  is  hereby  denied. 

It  is  hereby  further  ordered,  that  The  Light  and  Power  Utility  be  and 
it  is  hereby  ordered  to  charge  and  collect  for  energy  sold  for  combination 
domestic  lighting,  heating  and/or  cooking  service,  based  on  regular 
meter  readings  taken  on  and  after  July  15,  1921,  the  following  rate : 

SCJIEDULE  *'P^." 

Combination   Ughiingy   heating  and/or  cooking  H('rn<'C. 

Applicable  to  residence,  flat  or  apartmeuts  of  eight  rooms  or  less. 
Territory. 

Applicable  to  entire  territory. 
Rate. 

First  30  kilowatt  hours  per  meter  per  month  S     cents  per  kilowatt  hour 

Next  70  kilowatt  hours  per  meter  per  month  4 J  cents  per  kilowatt  hour 

All  over  lOO  kilowatt  hours  per  meter  per  month  li     cents  i)er  kilowatt  hour 
Minimum  charge. 

$2  i»er  meter  per  month. 
Special  conditions. 

This  rate  is  applicable  where  the  consumers  have  installed  and  use  cooking  or 
heating  appliances  other  than  lamp  so<'ket  devices  of  at  least  two  kilowatts. 

It  is  hereby  futiher  ordered,  that  The  Light  and  Power  Utility  shall 
file  with  this  Commission  on  or  before  July  15,  1921,  the  schedule  of 
rates  herein  established. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 


Decision  No.  9148. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  DAVIES  WAKEIIOISK 
COMPANY,  LOS  ANOELES  WAKEIIOVSE  COMPANY,  PACIFIC  COM- 
MER(^IAL  WAKEHOrSE  COMPANY,  SANTA  FE  AVAUEIIOISE  COM- 
PANY, SHATTCC^K  AND  NIMMO  WAREHOUSE  COMPANY.  UNION 
TERMINAL  WAREHOUSE  COMPANY.  FOR  PERMISSION  TO  IN- 
CREASE RATES  AND  (^HAIUJES  FOR  STORINO  AND  HANDLlNfJ 
(M>MMOl)ITIES  IN  WAREHOUSES  IN  THE  CITY  OF  LOS  ANCJELES, 
CALIFORNIA. 


Application  No.  6412. 
Decided  June  24,  1921. 


Leroy  M.  Edwardst  for  Applicant. 

George  IK.  Hoicard,  for  flour  jobbers  and  bakers  in  Ix)s  Angeles. 

Howard  C.  Bonsall^   for  Holly  Sugar  Corporation.  Los  Alamitos  Sugar  Company, 

Santa  Ana  Sugar  Company,  Southern  (^4ilifornia  Sugar  (^ompany  and  Anaheim 

Sugar  Company. 

Martin,  Commissioner. 

OPINION. 

Applicants  do  a  general  warehouse  business  in  the  city  of  Los  Angeles. 
Each  is  a  public  utility,  in  that  it  performs  a  regular  storage  service  for 
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compensation  in  connection  with  or  to  facilitate  the  transportation  of 
property  by  common  carrier  or  vessel,  or  the  loading  or  unloading  of 
the  same.  The  record  shows  that  the  majority,  if  not  all,  of  applicants 
are  engaged  in  other  lines  of  private  storage  or  in  other  activities  more 
or  less  associated  with  warehousing,  but  not  covered  by  the  Public 
Utilities  Act  and,  therefore,  not  subject  to  regulation  by  the  Railroad 
Commission. 

Prior  to  the  enactment  of  chapter  91,  Statutes  of  1915,  jurisdiction 
over  warehouse  utilities  located  in  the  city  of  Los  Angeles  was  vested  in 
the  municipality.  By  the  statute,  effective  August  8,  1915,  the  Rail- 
road Commission  acquired  the  same  power  of  control  over  public  utilities 
within  the  various  incorporated  cities  of  the  state  as  it  had  previously 
exercised  in  other  cases.  Applicants  herein,  who  were  operating  at  that 
time  and  had  not  already  done  so,  were  required  to  file  their  schedules 
of  rates  and  regulations  and  otherwise  comply  with  the  terms  of  the 
Public  Utilities  Act  as  amended.  Schedules  so  filed  were  in  no  wise 
uniform,  being  in  most  instances  but  memoranda  based  upon  individual 
experience  afforded  by  the  tonnage  then  available.  These  schedules 
were  superseded  by  printed  tariffs,  known  as  Warehouse  Tariff  No.  2, 
filed  on  April  4,  1919,  the  same  representing  a  concerted  effort  to  bring 
the  schedules  within  the  Commission's  tariff  requirements.  Rates  and 
regulations  shown  in  these  tariffs  were  published  under  authority  of 
Decision  No.  6209,  dated  March  22,  1919,  the  rates  on  some  of  the 
principal  commodities  being  from  25  to  50  per  cent  higher  than 
previously  in  effect.  As  increased,  these  rates  were  designed  to  produce 
approximately  25  cents  per  ton  per  month  storage  and  25  cents  per  ton 
for  the  labor  costs  of  handling  the  commodities  into  the  warehouses  and 
delivering  the  same.  On  March  1,  1920,  under  authority  of  Decision 
No.  7118,  dated  February  11,  1920,  the  handling  charge  was  increased 
by  50  per  cent,  making  a  charge  of  37^  cents  per  ton.  Applicants' 
schedule  now  in  force  (Warehouse  Tariff  No.  3,  C.  R.  C.  No.  3)  became 
affective  December  6,  1920,  and  carries  rates  and  regulations  uniform 
as  to  all  the  parties  to  this  proceeding. 

In  their  petition,  applicants  represent  that  the  existing  schedule  of 
rates  under  which  they  operate  was  originally  based,  in  a  large  measure, 
upon  schedules  published  and  filed  by  the  San  Francisco  warehousemen 
in  1912,  but  was  issue<l  without  due  regard  to  the  reasonableness  of  the 
rates  so  established;  that  the  storage  rates  are,  in  the  main,  still  in 
effect;  also  that  the  labor  handling  charges,  as  increased  by  Decision 
No.  7118,  supra,  are  still  grossly  inadequate.  As  a  result,  the  application 
recites  that 

IVtitionors  have  be(»n  iiiiablo  to  operate  ilvAr  public  utility  warehouse  business 
at  a  reasonable  profit,  and  in  many  instances  have  been  operating  at  an  actual  loss. 
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Applicants  further  claim,  in  their  petition,  that  they  are  unable  to 
reduce  present  operating  costs,  with  particular  reference  to  labor,  the 
principal  cost  item;  that  the  existing  low  rates  hamper  expansion  of 
the  warehouse  business  in  the  city  of  Los  Angeles;  that  the  present 
system  of  classifying  and  rating  commodities  is  obsolete  and  leads  to 
discriminations;  that  applicants,  in  common  with  other  public  utility 
warehousemen,  are  at  all  times  exposed  to  unfair  competition  by 
unregulated  warehouses;  all  of  which  matters,  together  with  others 
enumerated  in  the  petition,  and  more  or  less  vital  to  the  warehouse 
industry,  have  been  taken  into  consideration  in  compiling  the  proposed 
schedule. 

Under  this  application  as  amended,  it  is  proposed  to  put  into  eflfect 
at  all  warehouses  operated  by  the  applicants  within  the  city  of  Los 
Angeles  a  schedule  of  rates,  rules  and  regulations  as  set  forth  in  exhibit 
marked  **A,''  attached  to  and  made  part  of  the  application.  It  is  pro- 
posed to  increase  the  handling  charges  from  a  basic  rate  of  37^  cents  per 
ton  to  approximately  75  cents  per  ton,  or  an  advance  of  100  per  cent. 
The  suggested  tariff  is  a  complete  departure  from  the  one  now  in  eflfect ; 
it  contains  a  classification  of  commodities  and  a  rate  table,  the  plan  being 
to  classify  the  commodities  into  like  groups  and  assess  charges  without 
discrimination,  thus  eliminating  alleged  unreasonable  diflferences 
existing  under  the  specific  commodity  rates  now  in  eflfect. 

The  storage  charges  under  the  present  tariflf  are  assessed  upon  an 
average  monthly  basis  of  approximately  5  cents  per  square  foot  of  floor 
space,  while  the  proposed  rates  are  computed  upon  a  basis  of  6J  cents 
per  square  foot.  This  basic  rate,  however,  is  subject  to  certain  modi- 
fications governed  by  the  value  of  the  commodity,  its  liability  to  leakage, 
fermentation,  vermin,  dust  or  other  elements,  which  add  to  the  ordinary 
expense  of  storing  merchandise  and  result  in  charges  against  certain 
specified  commodities  greatly  in  excess  of  the  30  per  cent  increase  repre- 
sented by  changing  the  rate  base  from  5  cents  to  6^  cents  per  square 
foot ;  in  some  instances  these  storage  charges  would  be  advanced  more 
than  100  per  cent. 

Exhibit  **B,"  attached  to  the  application,  purports  to  show,  on  a 
tonnage  basis,  the  changes  which  would  result  under  the  proposed  new 
classification  and  rates.  As  to  storage  charges,  it  is  claimed  the 
increases  would  be  oflfset  to  some  extent  by  reductions. 

A  hearing  was  held  on  the  application  at  Los  Angeles  February  4, 
1921,  at  which  time  the  only  protestants  were  representatives  of  the 
flour,  bakers*  supplies  and  the  sugar  interests.  These  protestants, 
however,  presented  no  concrete  figures  or  substantial  facts  to  justify 
the  claims  that  their  particular  commodities  should  constitute  exceptions 
to  the  proposed  rate  schedules. 


Digitized  by 


Google 


154  CALIFORNIA   RAILROAD   COMMISSION  DECISIONS. 

At  the  hearing  23  exhibits  were  filed ;  they  included  schedules  in  effect 
in  other  states,  photographs  of  the  Los  Angeles  warehouses,  financial 
statements  and  other  data.  Witnesses  testified  in  detail  as  to  the 
services,  construction  costs  and  the  land  values  of  the  warehouses  in 
Las  Angeles. 

Exhibit  No.  5  purports  to  show  that  of  the  gross  floor  area  of  all 
warehouses  operated  by  applicants  at  Los  Angeles,  amounting  to 
717,563  square  feet,  only  70.4  per  cent,  or  505,486  square  feet,  are 
available  for  actual  storage,  the  remainder  being  occupied  for  stairways, 
elevators,  aisles,  offices,  etc.  This  exhibit  ajso  shows  the  proportionate 
rate  of  tonnage  elevated  to  the  various  warehouse  floors,  but  since  these 
conditions  are  not  peculiar  to  Los  Angeles  warehouses  and  no  modifica- 
tion of  the  proposed  handling  charge  based  upon  the  elevation  cost  is 
involved,  the  exhibit  constitutes  a  mere  matter  of  information. 

Exhibits  Nos.  8,  9,  10,  11,  12  and  13  give  the  earnings  and  expenses 
for  each  of  the  applicants,  except  the  Pacific  Commercial  Warehouse 
Company,  that  of  the  LTnion  Terminal  Warehouse  Company  covering  a 
period  of  seven  months,  January  1  to  July  31,  1920,  and  for  a  period 
of  twelve  months,  August  1,  1919  to  July  31,  1920,  for  the  other  four 
companies.  The  summary  carried  in  Exhibit  No.  8  indicates  there  was 
a  profit  during  that  period  of  $37,429.45  in  the  storage  operations,  and 
a  loss  of  $50,275.67  in  the  handling  operations,  or  a  net  loss  during  that 
time  to  the  five  companies  shown  in  the  statement  of  $12^851.22. 

The  value  of  these  exhibits  is  materially  reduced  by  reason  of  the 
fact  that  in  two  of  the  exhibits  the  figures  include  nonpublic  utility 
business,  while  in  the  other  three  cases  the  direct  and  general  expenses 
have  been  segregated  and  apportioned  to  the  various  classes  of  business 
on  a  more  or  less  arbitrary  basis. 

For  the  Tjos  Angeles  Warehouse  Company  the  apportionment  of  the 
expenses  to  the  public  utility  service  is  on  the  basis  of  the  income  of  the 
total  business  transacted,  which  is  at  a  ratio  of  65  per  cent  public 
utility  and  35  per  cent  nonpublic  utility.  In  the  remaining  instances 
the  figures  used  are  designed  to  cover  public  service  only,  but  the  basis 
for  the  apportionment  of  the  cost  is  not  shown,  although  all  of  the 
companies,  to  a  greater  or  less  extent,  are  engaged  in  nonpublic  utility 
business,  such  as  moving  and  storing  household  goods,  the  trucking  and 
forw^arding  of  merchandise  and  the  rental  of  space.  Again,  these 
exhibits  are  defective  in  that  the  Pacific  Commercial  Warehouse  Com- 
pany, probably  the  only  applicant  doing  a  strictly  public  utility 
business,  has  not  been  included  in  the  statements.  Neither  the  exhibits 
filed  nor  the  testimony  of  the  witnesses  gave  facts  or  figures  showing 
detailed  valuations  of  applicants*  properties  and  the  separate  and 
common  uses  involving  the  utility  and  nonutility  service. 
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Of  the  five  companies  rendering  exhibits  of  revenues  and  expenses 
only  one  owns  the  warehouse  property  devoted  to  the  service ;  the  others 
pay  rent.  The  company  havinj?  ownership  included  in  the  exhibit,  as 
operatino^  expenses,  interest  at  8  per  cent  on  the  property  investment 
and  6  per  cent  interest  on  a  mortage,  making  a  total  for  interest  of 
$26,349.94.  Return  on  investment  can  not  be  included  in  operating 
expenses  and  with  this  amount  eliminated  the  statement  would  show, 
instead  of  a  deficit  of  $18,006.43,  a  profit  of  $13,343.51  for  the  storage 
and  handling  of  the  public  utility  business. 

The  only  company  devoting  itself  to  strictly  warehousing  business, 
all  of  which  by  the  provisions  of  the  Public  Utilities  Act  is  under  the 
jurisdiction  of  this  Commission,  is  the  Pacific  Commercial  Warehouse 
Company,  incorporated,  and  this  company  presented  no  exhibits  of  its 
revenue  and  expenses.  According  to  the  annual  report  filed  February 
25,  1921,  the  company,  in  the  year  1920,  had  a  net  operating  revenue  of 
$16,779.82  and  a  net  corporate  income  of  $18,372.92;  it  owns  no 
property,  but  pays  an  annual  rental  of  $21,420  for  the  use  of  the  ware- 
house devoted  to  the  service.  Whether  or  not  this  rental  charge  is 
reasonable  we  are  unable  to  state.  In  addition  to  the  rental  there  are 
included  in  the  operating  expenses  salaries  totaling  $10,151.16  and  a 
commission  amounting  to  $6,470.19,  which  latter  item,  it  is  understood, 
is  in  the  form  of  a  bonus  paid  to  the  manager  of  the  company. 
Notwithstanding  these  extraordinary  expense  items  there  was  a  net 
corporate  income  for  the  year  1920,  as  heretofore  stated,  of  $18,372.92, 
or  36}  per  cent  per  annum  upon  the  capitalization  of  $50,000.  The 
assets  of  the  company  consist  of  cash,  accounts  receivable,  notes  receiv- 
able and  Liberty  bonds,  there  being  no  investment  in  property  for  the 
conduct  of  the  business,  all  the  property  used  apparently  being  covered 
by  the  item  for  rental.  Manifestly,  upon  the  showing  made  by  this 
company  standing  alone  the  Commission  could  not  permit  increases 
in  rates. 

The  annual  reports  on  file  with  this  Commission  show  that  all  of  the 
companies  earned  substantial  net  profits  from  their  total  operations 
during  the  year  1920.  As  shown  by  the  exhibits,  the  storage  operations 
under  the  present  rates  have  proved  profitable,  but  the  exact  amount  of 
the  net  profit  is  an  element  of  doubt  with  all  the  companies  except  the 
Pacific  Commercial ;  this  for  the  reason  that  no  positive  basis  of  segre- 
gation of  the  expenses  between  utility  and  nonutility  has  been  given. 
The  Pacific  Commercial  Company,  doing  only  a  storage  and  handling 
business,  secured  large  not  profits  during  1920. 

I  am  of  the  opinion  that  a  showing  justifying  any  increase  in  the 
storage  charges  has  not  been  made.  The  application  to  increase  storage 
charges  will,  therefore,  be  denied.  In  denying  this  part  of  the  appli- 
cation for  an  increase  in  storage  charges,  I  am  not  unmindful  of  the  fact 
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that  the  proposed  classification  of  the  commodities  is  an  improvement 
upon  the  present  system,  but  during  this  period  of  declining  prices 
advances  in  rates  will  not  be  permitted  unless  positive  and  complete 
justification  therefor  is  shown.  It  is  suggested  that  the  warehousemen 
make  a  further  study  of  the  situation. 

Exhibit  No.  19  gives  the  cost  of  receiving,  piling,  and  delivering 
merchandise  of  different  sized  packages.  The  exhibit  represents  actual 
results  obtained  over  a  period  of  nine  months,  April  to  December,  1920, 
compiled  from  data  assembled  by  the  Los  Angeles  Warehouse  Company, 
and  shows  that  the  actual  labor  cost  for  handling  a  ton  of  merehandL«»e 
twice,  that  is,  into  and  out  of  the  warehouse,  varies  from  24  cents  to  50 
cents,  dependent  upon  the  size  and  weight  of  the  packages  handled. 
This^labor  cost  does  not  include  the  time  lost  while  the  men  on  duty  are 
idle,  nor  incidental  expenses,  such  as  insurance,  supervision,  lights, 
supplies,  damage  claims,  interest  on  investment,  depreciation  or  over- 
head expenses.  Another  exhibit  was  presented  setting  forth  the  labor 
handling  costs  at  San  Francisco  for  moving  like  kinds  of  merchandise. 
This  report  would  indicate  that  although  the  daily  wage  paid  labor  in 
San  Francisco  is  somewhat  higher  than  that  paid  in  Los  Angeles,  the 
actual  labor  cost  per  ton  for  merchandise  moved  is  less  at  San  Francisco 
than  at  Los  Angeles.  The  conditions  under  which  the  tonnage  is 
handled  at  these  two  commercial  centers  was  not  presented  and,  there- 
fore, the  comparisons  made  have  no  particular  value. 

The  exhibits  and  the  testimony  given  in  this  proceeding  do  not 
justify  increasing  the  present  basic  labor  handling  charge  of  37^  cents 
per  ton  to  75  cents  per  ton,  an  increase  of  100  per  cent.  I  am  con- 
vinced, however,  that  the  rate  of  37^  cents  per  ton  is  unreraunerative. 
I  recommend  that  the  applicants  be  authorized  to  establish  and  apply  a 
basic  rate  of  50  cents  per  ton  for  labor  and  handling  charges ;  that  they 
also  be  permitted  to  establish  rules  and  regulations  numbers  1  to  23 
inclusive,  as  set  forth  in  Exhibit  *'  A,"  attached  to  and  made  part  of  the 
application.     The  remainder  of  the  application  is  dismissed. 

ORDER. 

Davies  Warehouse  Company,  Los  Angeles  Warehouse  Company, 
Pacific  Commercial  Warehouse  Company,  Santa  Fe  Warehouse  Com- 
pany, Shattuck  and  Nimmo  Warehouse  Company  and  Union  Terminal 
Warehouse  Company  having  applied  to  the  Railroad  Commission  for 
authority  to  increase  storage  and  labor  handling  charges  now  published 
in  Warehouse  Tariff  No.  3,  C.  R.  C.  No.  3,  effective  December  6,  1920, 
a  public  hearing  having  been  held,  the  matters  having  been  submitted 
and  being  now  ready  for  decision,  the  Railroad  Commission  finds  as  a 
fact  that  the  storage  charges  have  not  been  found  to  be  unjust  or 
unremunerative,  but  that  the  labor  handling  charges  now  in  effect  at 
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the  various  warehouses  involved  in  this  proceeding  are  unreraimerative, 
unjust  and  unreasonable  and  that  a  basic  rate  of  50  cents  per  ton  is  just 
and  reasonable  for  the  labor  handlin<2:  service. 

Basing  its  order  on  the  foregoing  findings  of  fact  contained  in  the 
opinion  preceding  this  order; 

It  is  hereby  ordered,  that  the  Davies  Warehouse  Company,  Los 
Angeles  Warehouse  Company,  Pacific  Commercial  Warehouse  Company, 
Santa  Fe  Warehouse  Company,  Shattuck  and  Nimmo  Warehouse 
Company  and  Union  Terminal  Warehouse  Company  be  and  they  are 
hereby  authorized  to  publish  and  file  with  the  Railroad  Commission,  not 
later  than  twenty  (20)  days  from  the  date  hereof,  tariffs  containing 
labor  handling  charges  on  a  basic  rate  of  50  cents  per  ton. 

It  is  Jierehy  further  ordered,  that  the  applicants  herein  be  permitted 
to  establish  rules  and  regulations  Nos.  1  to  23  inclusive,  as  set  forth  in 
Exhibit  *'A,''  attached  to  and  made  part  of  the  application. 

7^  is  hereby  further  ordered,  that  the  remaining  part  of  the  appli- 
cation be  and  the  same  is  hereby  dismissed,  without  prejudice. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 


Decision  No.  9149. 


IX  THE  MATTER  OF  THE  APPLICATION  OF  I  XION  TERMINAL  WARE- 
HOrSE  COMPANY,  A  (MJRPORATION,  TO  ISSIE  AND  SELL  FIFTY 
TIIOl'SAND  DOLLARS  PAR  VALVE  OF  ITS  (WPITAL  STOCK. 


Application  No.  6899. 
Decided  June  24, 1921. 


LrRoy  M,  Edwards,  for  Applicant. 

Henedict,  CommiHsioncr. 

OPINION. 

Union  Terminal  Warehouse  Company  asks  permission  to  issue  $50,000 
of  common  stock  in  lieu  of  a  like  amount  of  stock  heretofore  issued 
without  an  order  from  this  Commission. 

The  record  shows  that  applicant  was  organized  in  1916.  On 
September  13  of  that  year,  the  Commissioner  of  Corporations  authorized 
applicant  to  issue  and  sell  $50,000  of  its  stock.  At  the  time,  applicant 
was  of  the  opinion  that  an  order  from  this  Commission,  authorizing  the 
issue  of  stock,  was  not  necessary  for  the  alleged  reason  that  it  was  not 
engaged  in  a.  public  utility  business.  Applicant  has  since  engaged  in 
such  business,  and  while  so  engaged,  issued  stock  under  the  permit 
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granted  by  the  Commissioner  of  Corporations.  T  am  of  the  opinion  that 
the  stock  heretofore  issued  by  applicant  is  void  and  that  the  certificates 
now  outstanding  should  be  cancelled  and  new  certificates  issued  in  lieu 
thereof. 

As  of  April  30, 1921,  applicant  reports  assets  and  liabilities  as  follows : 

Assets. 

Fixed  assets   $19,9(H)  <M> 

Current   assets   80,573  74 

Cash    $2,527  ir>' 

Accounts   receivable — 

General    freijrht    31,217  38 

Distributed    freight    2,077  10 

Storage    2*J,075  00 

Miscellaneous    1,005  00 

Notes    receivable    24,750  00 

Railroad    claims    121  02 

Deferred  assets 7,00S  28 

Total    assets    x .$11<;,482  OS 

Liabilities. 

Stock  authorized  and  issued $5O,0<K)  00 

Current    liabilities    3^1.552  24 

Accounts    payable    $2,808  71 

Payroll  02  03 

Accrued   taxes  payable 4.0<»3  S3 

Claims  clearance  account 177  11 

Notes  payable 20,770  JH] 

Reserve   for  rent   7,800  JX) 

Reserve  for  depreciation   750  70 

Surplus 23;>00  84 

Total    liabilities    $110,482  68 

The  current  assets  include  $21,750  of  notes  payable,  which  are  due 
from  applicant's  two  principal  stockholders  and  represent  the  balance 
due  on  stock  subscriptions.  I  am  of  the  opinion  that  applicant's  stock 
subscribers  should  pay  for  their  stock  and  proper  adjustments  made 
in  applicant's  accounts. 

Applicant  began  its  warehouse  business  during  1918.  It  has 
accumulated  a  surplus  of  $23,369.84.  Part  of  this  surplus  has  been 
obtained  from  public  utility  business  and  part  from  nonpublic  utility 
business.  The  testimony  shows  that  approximately  75  per  cent  of 
applicant's  business  is  of  a  public  utility  character  and  the  remaining 
25  per  cent,  which  consists  of  renting  floor  space  and  similar  trans- 
actions, of  a  nonpublic  utility  nature. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

[Tnion  Terminal  Warehouse  Company  having  applied  to  the  Railroad 
Commission  for  permission  to  issue  $50,000  of  its  common  stock,  a  public 
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hearing  having  heen  held,  and  the  Commission  being  of  the  opinion  that 
applicant's  request  should  be  granted ; 

It  is  hereby  ordered^  that  Union  Terminal  Warehouse  Company  be 
and  it  is  hereby  authorized  to  issue  $50,000  of  its  common  capital  stock. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  The  stock  certificates  now  held  by  applicant's  stockholders  shall 
be  returned  to  applicant  and  cancelled.  In  lieu  of  said  certificates, 
applicant  may  issue  to  said  stockholders  the  $50,000  of  stock  herein 
authorized,  provided  said  stockholders  pay  the  $21,750  of  notes  given 
in  payment  for  stock  heretofore  isvsued  to  them.  All  proceeds  realized 
from  the  sale  of  the  stock  herein  authorized  to  be  issued  shall  be  used 
to  finance  applicant's  properties  and  for  working  capital. 

2.  Union  Terminal  Warehouse  Company  shall  keep  such  record  of 
the  issue  and  sale  of  the  stock  herein  authorized  and  of  the  disposition 
of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day 
each  month,  a  verified  report  as  required  by  the  Railroad  Commission's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a 
part  of  this  order. 

3.  The  authority  herein  granted  will  apply  only  to  such  stock  as  may 
be  issued,  sold  and  delivered  on  or  before  October  1,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 


Decision  No.  9150. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  M.  C.  AND  C.  W.  LANH- 
STAFF,  FOR  PERMISSION  TO  INCREASE  THE  RATES  OF  THE 
FOREST   HILL  TELEPHONE   EXCHANCiE. 


Application  No.  5633. 
Decided  June  24, 1921. 


Telephone  Company — Rate  of  Return. — While  (ho  Commission  dosires  when 
possible  to  fix  rates  which  will  provide  a  fair  return  ui)on  the  investment, 
in  addition  to  the  cost  of  oi>eration  and  maintenance,  where  the  investment 
was  unfortunate  and  the  utility  is  constantly  losing  business,  patrons  can  not 
be  expected  to  pay  undue  oi)eratin}?  costs. 

M.  C.  Langstaffj  for  Applicants. 

By  the  Commission. 

OPINION. 
The  applicants  own  and  conduct  a  telephone  exchange  in  Forest  Hill, 
Placer  County,  and  vicinity  and  furnish  toll  connections  for  its  sub- 
scribers with  the  lines  of  The  Pacific  Telephone  and  Telegraph  Company. 
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There  were  thirty  subscribers'  stations  on  this  system  on  August  1, 
1920.     The  rates  in  effect  at  present  are  as  follows : 

Party-line  service : 

Wall    sets    I>er  month,  $1  50 

Party-line  service: 

Desk    sets    per  month,     2  00 

Farmer-line    service per  j^ear,     3  00 

Inside  or  outside  extensions per  month,     1  00 

Applicants  requested  in  their  application  that  the  following  rates  be 
established : 

Business : 

Party-line,   wall    per  month,  $2  50 

Party-line,   desk    per  month,     3  00 

Residence  : 

Party-line,    wall    per  month,  $2  00 

Party-line,    desk per  month.     2  50 

Farmer   lines    per  year,  $4  00 

Inside  or  outside  extensions per  month,     1  50 

This  increase  was  asked  on  account  of  the  increase  in  labor,  supplies 
and  material,  and  the  allegation  that  the  present  income  did  not  provide 
a  return  on  the  investment. 

A  public  hearing  was  held  on  the  application  by  Examiner 
Satterwhite.  At  this  hearing  applicants  stated  that  they  desired  to 
modify  their  application ;  they  desired  to  leave  the  fixing  of  the  increases 
to  the  judgment  of  the  Commission,  rather  than  to  ask  for  any  specific 
rates.  ' 

An  engineer  of  the  Commission  made  an  inspection  of  the  plant  and 
prepared  and  offered,  as  an  exhibit,  an  inventory  and  appraisal  as  of 
July  31, 1920.  This  appraisal  shows  a  reproduction  cost  on  an  historical 
basis  of  $2,855.  The  original  cost  of  this  property  is  not  available. 
An  examination  of  the  applicants'  records  of  operating  revenue  and 
expenses  was  made  for  the  period  from  August  1,  1919,  to  July  31, 1920. 
Gross  revenue  w^as  found  to  have  been  $720.94 ;  total  expenses,  $697.70, 
nothing  being  included  for  depreciation  of  plant.  This  resulted  in  a 
net  income  of  $23.24.  Since  this  time  the  salary  of  the  operator  has  been 
increased.  An  estimate  of  all  expenses  properly  chargeable,  including 
operator's  present  salary,  and  allowance  as  salary  for  the  actual  time 
devoted  to  the  maintenance  of  the  plant  by  the  manager  and  an  allow- 
ance for  depreciation,  is  the  sum  of  $1,266.  We  estimate  that  the  rates 
hereinafter  authorized  will  not  quite  provide  this  sum,  nor  will  any 
interest  on  investment  be  earned. 

It  is  our  opinion  that  the  applicants  should  seek  to  further  increase 
their  revenue  by  securing  additional  subscribers  rather  than  by 
obtaining  any  further  increases  in  rates  beyond  those  provided  in  the 
attached  order.  The  Commission  desires,  if  possible,  to  fix  rates  which 
will  provide  a  fair  return  upon  the  investment  in  addition  to  the  cost 
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of  operation  and  maintenance.  This  utility  has  been  steadily  losing  its 
subscribers.  It  had  fifty-four  subscribers'  stations  in  1915,  while  on 
August  1,  1920,  it  had  thirty.  Were  this  process  to  continue,  the  point 
would  be  reached  where  the  remaining  subscribers  would  have  to  pay 
exorbitant  and  prohibitive  rates  in  order  to  provide  all  the  cost  of  oper- 
ation and  maintenance  plus  a  return  upon  the  investment.  It  would 
appear,  therefore,  that  the  applicants  have  made  an  unfortunate  invest- 
ment, and  the  subscribers  can  not  be  expected  to  pay  undue  operating 
costs  arising  from  this  cause. 

The  rates  provided  vary  but  slightly  with  those  asked  for  by 
applicants.  The  scale  of  rates  provided  is  a  more  just  apportionment  of 
the  cost  to  the  different  classes  of  service  furnished.  The  total  revenue 
will  be  somewhat  greater  under  these  rates  than  under  those  asked  by 
applicants. 

In  estimating  the  amount  of  revenue  to  be  expected,  we  have  taken 
into  account  the  fact  that  a  few  of  the  subscribers  take  service  for  a 
part  of  each  year  only.  These  consist  of  certain  mines,  remote  froiti 
the  central  oflBce.  This  state  of  affairs  means  a  loss  of  revenue  to  the 
applicants  from  idle  equipment.  Applicants  are  put  to  the  further 
expense,  in  these  cases,  of  disconnecting  and  reconnecting  the  services 
each  year. 

Applicants  are  entitled  to  make  a  fixed  charge  for  installing  instru- 
ments, and  thereby  defray  the  cost  of  such  installations  in  the  most 
equitable  way.  The  Commission's  Decision  No.  8146  in  Application 
No.  5767,  rendered  September  24, 1920,  gave  permission  to  any  telephone 
utility  to  file  within  30  days  a  rule  fixing  the  following  charges : 

Installation  of  individual  or  party-line  service,  each  station $3  50 

Installation  of  each  extension  station   1  50 

Installation  of  service  by  use  of  instrumentalities  already  in  place  on 

subscriber's  premises,  each  station 1  50 

The  time  for  filing  such  a  rule  has  expired,  but  in  view  of  the  unusual 
conditions  obtaining  herein,  it  is  our  opinion  that  this  rule  should  be  put 
into  effect  on  the  applicants'  system. 

The  rates  contained  in  the  order  contemplate  the  maintenance,  as  at 
present,  by  the  applicants,  of  all  lines  in  which  ownership  is  claimed  and 
which,  in  general,  and  according  to  the  testimony,  extend  from  three 
to  five  miles  from  the  central  office.  There  are  certain  lines  extending 
further  into  the  mountains  as  continuations  of  the  applicants'  lines, 
principally  those  serving  the  mines,  above  referred  to.  To  maintain 
these  lines  would  place  an  abnormal  and  unreasonable  burden  upon  the 
applicants.  These  extensions  were  built  by  former  subscribers,  some 
of  whom  have  now  departed  and  apparently  relinquished  their  title  to 
the  lines.    Applicants  do  not  claim  the  title  to  these  extensions. 
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ORDER. 

M.  C.  and  C-  W.  Langstaff,  having  filed  an  application  with  the 
Kailroad  Commission  for  authority  to  increase  rates  for  service  rendered 
in  the  applicants^  exchange  known  as  the  Forest  Hill  Telephone 
Exchange,  Forest  Hill,  Placer  County,  California,  and  a  public  hearing 
on  the  said  application  having  been  held,  it  is  hereby  found  that  the 
rates  heretofore  charged  for  telephone  service  by  said  applicants  are 
unjust  and  inadequate.  The  rates  hereinafter  provided  are  found  to 
be  just  and  reasonable. 

Basing  its  conclusion  herein  upon  said  finding  and  upon  the  facts  set 
forth  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  by  the  Railroad  CommLssion,  that  said  M.  C.  and 
C.  W.  Langstaff  be  and  they  are  hereby  authorized  to  file  with  the 
Railroad  Commission,  within  thirty  days  from  the  date  of  this  order, 
and  thereafter  to  charge  and  collect  rates  in  accordance  with  the 
following  schedule : 

Class  of  itcrru'C.  Rate  per  mooth 

Business  service,  fonr-party.   wall   $2  25 

iJusiness   service,   suburban,    wall    2  50 

Residence  service,  four-party,  wall 2  00 

Residence  service,  suburban,  wall 2  25 

Farmer  line  service,  residence   (per  year)   3  00 

Farmer  line  service,  business   (per  year)    6  00 

Extension,  wall  or  desk,  inside 1  00 

Extension,  wall  or  desk,  outside T  HO 

Desk  telephones  per  month  25  cents  extra  except  for  extensions  and  farmer 
line  service. 

It  is  hereby  further  ordered^  by  the  Railroad  Commission,  that 
M.  C.  and  C.  W.  Langstaff  be  and  they  are  hereby  authorized  to  file 
with  the  Railroad  Commission  within  thirty  days  and  put  into  effect 
the  rule  fixing  charges  for  installation  of  service  as  set  forth  in  the 
preceding  opinion. 

The  authority  herein  Is  granted  subject  to  the  condition  that  adequate 
and  efficient  telephone  service  shall  be  provided. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 
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Decision  No.  9152. 

HOWARD  THROCKMORTON,    LILLIAN   PALMER,   EMILY   E.    WILLIAMS 
AND  EDNA  F.  ANDERSON  AND  HARRY  8.  ANDERSON 

VS. 

ROBERT  P.  CRISWII:LL  AND  HELEN  P.  CRISWELL. 


Case  No.  1478. 
Decided  June  24,  1921. 


Wateb  Systems — Jubisdiction. — When  owners  of  a  water  system  supply  water 
for  a  number  of  years,  demand  and  receive  compensation  and  maintain  a 
regular  rate,  they  come  within  the  provisions  of  the  Public  I'tilities  Act. 

M.  E.  Cerf,  for  Complainants. 
H.  A,  Uardinge,  for  Defendants. 

By  the  Commission. 

OPINION. 

This  is  a  complaint  involving  the  question  of  water  service  to  three 
dwellings  of  complainants  herein  situated  in  the  Santa  Cruz  Mountains, 
about  four  miles  from  the  city  of  Los  Gatos,  Santa  Clara  County, 
California.  It  is  alleged,  in  effect,  in  the  complaint  that  the  defendants 
are  and  have  been  operating  a  public  utility  water  system  for  a  con- 
siderable time,  supplying  water  to  complainants  for  compensation  j  that 
due  to  the  fact  that  defendants  have  used  large  quantities  of  water 
from  the  system  for  their  own  private  interests  the  supply  to  com- 
plainants has  become  inadequate.  It  is  further  alleged  that  defendants 
have  sold  a  part  of  their  water  system  which  is  necessary  and  useful 
to  the  utility  in  the  performance  of  its  duties  to  its  consumers. 

Defendants  in  their  answer  deny  that  they  are  or  have  been  operating 
a  public  utility  water  system,  and  aver  that  the  complainants,  with  the 
exception  of  Howard  Throckmorton,  who  has  a  contract  whereby  the 
defendants  are  to  supply  him  with  200  gallons  of  water  per  day  from 
certain  described  springs,  have  been  supplied  with  water  as  a  matter 
of  accommodation ;  that  defendants  have  accepted  a  small  sum  of  money 
for  the  same  for  the  purpose  of  repairing  pipes  and  to  prevent  com- 
plainants from  acquiring  an  interest  in  the  system ;  that  the  shortage  in 
the  water  supply  was  due  to  the  decrease  in  the  output  of  the  springs 
which  have  supplied  these  consumers  in  the  past,  and  it  is  further 
alleged  that  the  water  has  been  furnished  to  the  complainants  at  a  loss 
to  the  defendants. 

A  public  hearing  was  held  in  Los  Altos  on  January  4,  1921,  and  in 
San  Francisco  on  April  26,  1921,  before  Examiner  Satterwhite. 

The  water  for  the  system  in  question  is  supplied  at  present  from  a 
developed  spring,  which  was  designated  as  Spring  No.  2  on  com- 
plainant's Exhibit  **0.''    Prom  the  spring  the. water  is  carried  through 
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pipes  by  gravity  to  the  consumers.  The  storage  consists  of  a  2000 
gallon  redwood  tank,  in  addition  to  which  each  of  the  three  premises 
have  an  independent  tank  on  their  own  property. 

The  evidence  shows  that  the  complainants  purchased  their  lands  from 
the  defendants,  and  subsequent  to  building  their  dwellings  thereon  have 
been  supplied  with  water  for  domestic  purposes  by  defendants.  This 
service  dates  back  a  number  of  years.  There  was  considerable  testimony 
introduced  to  show  that  defendants  had  demanded  and  received  com- 
pensation for  this  service.  It  was  shown  that  the  present  rate  in  effect 
to  all  three  consumers  is  $18  per  year. 

It  was  testified  that  during  the  summer  of  1920  the  complainants 
suffered  considerable  loss  and  inconvenience  due  to  lack  of  an  adequate 
supply  of  water  to  meet  their  needs  for  domestic  use.  It  was  also  shown 
that  during  this  time  there  were  two  other  dwellings  in  which  the 
defendants  were  interested  that  were  supplied  from  the  same  system 
as  were  the  complainants. 

A  report  by  Mr.  J.  G.  Hunter,  one  of  the  Commission's  hydraulic 
engineers,  was  introduced  in  evidence,  showing  the  results  of  a  field 
inspection  made  by  him  on  March  29,  1921.  On  that  date  Mr.  Hunter 
found  that  service  had  been  discontinued  to  the  two  dwellings  referred 
to  above,  the  supply  being  devoted  entirely  to  the  premises  of  com- 
plainants. He  also  found  that  the  pipe  system  supplying  complainants' 
dwellings  had  recently  been  improved  by  replacing  old  pipe  with  new 
a'nd  at  certain  points  by  substituting  pipe  of  larger  diameter,  the  system 
appearing  to  be  in  good  condition  and  the  water  supply  ample  on  that 
date. 

It  was  testified  by  Robert  P.  Criswell,  one  of  the  defendants,  that  it 
was  the  intention  of  Mrs.  Criswell,  as  well  as  himself,  to  allow  the  com- 
plainants all  the  water  from  Spring  No.  2  in  the  future,  in  so  far  as 
they  could  control  it ;  that  by  not  allowing  any  other  services  to  be  con- 
nected to  this  system,  he  felt  certain  good  service  could  be  maintained 
in  the  future  to  these  consumers,  as  the  minimum  known  flow,  which 
occurred  last  summer  after  three  years  of  extreme  drought,  was  approxi- 
mately 600  gallons  per  day. 

The  evidence  shows  that  the  defendants  have  a  number  of  springs  on 
their  land  in  this  district,  in  addition  to  Spring  No.  2,  some  of  which 
are  still  undeveloped.  We  understand  these  additional  springs  are  so 
situated  that  by  the  installation  of  gravity  lines  their  waters  could  be 
added  to  the  supply  of  the  system. 

It  was  developed  during  the  proceedings  that  the  sale  of  land  con- 
taining springs  necessary  to  the  water  system  referred  to  in  the  allega- 
tions of  the  complaint  as  land  sold  to  one  Wilson  by  the  defendants,  has, 
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subsequent  to  the  filing  of  this  complaint,  been  cancelled.  The  title  to 
this  property  i;iow  stands  in  the  name  of  the  defendants,  as  originally. 

From  the  evidence  introduced  in  this  case,  it  is  quite  clear  that 
defendants  have  been  operating  a  public  utility  water  system ;  therefore, 
under  the  provisions  of  the  Public  Utilities  Act  they  are  required  to 
serve  water  in  suflScient  quantities  to  meet  the  domestic  needs  of 
complainants  as  consumers. 

Defendants  have  not  heretofore  filed  their  schedule  of  rates,  rules 
and  regulations  with  this  Commission.  They  should  immediately 
comply  with  the  provisions  of  the  Public  Utilities  Act  in  this  regard. 

It  appears  that  except  as  recited  above  the  matters  covered  by  this 
complaint  have  been  satisfied  and  that  the  same  should  be  dismissed. 

ORDER. 

Complaint  having  been  filed  with  the  Railroad  Commission  by  Howard 
Throckmorton,  Lillian  Palmer,  Emily  E.  Williams,  Edna  F.  Anderson 
and  Harry  S.  Anderson  against  Robert  P.  Criswell  and  Helen  P.  Gris- 
well,  a  public  hearing  having  been  held,  and  the  matter  having  been 
submitted : 

It  is  hweby  found  as  a  fact  that  Robert  P.  Criswell  and  Helen  P. 
Criswell,  in  owning  and  operating  a  water  system  and  serving  certain 
consumers  for  compensation  in  section  36,  township  8  south,  range  2 
west,  Mount  Diablo  Base  and  Meridian,  are  conducting  a  public  utility 
within  the  meaning  of  the  Public  Utilities  Act. 

And  basing  its  order  upon  the  foregoing  finding  of  fact  and  upon 
the  further  statements  of  fact  contained  in  the  opinion  which  precedes 
this  order ; 

It  is  hereby  ordered,  by  the  Railroad  Commission  of  the  State  of 
California,  that  Robert  P.  Criswell  and  Helen  P.  Criswell  file  with  this 
Commission  within  twenty  (20)  days  of  the  date  of  this  order  the  rates 
charged  to  consumers  in  section  36,  township  8  south,  range  2  west, 
Mount  Diablo  Base  and  Meridian,  for  water  service. 

It  is  hereby  further  ordered,  that  Robert  P.  Criswell  and  Helen  P. 
Criswell  be  and  they  are  hereby  directed  to  file  with  the  Railroad 
Commission  for  its  approval,  rules  and  regulations  governing  the 
furnishing  of  water  to  their  consumers  as  above,  said  rules  and  regula- 
tions to  be  filed  within  thirty  (30)  days  of  the  date  of  this  order,  and 
to  become  effective  within  five  (5)  days  of  the  date  of  their  acceptance. 

It  is  hereby  further  ordered,  that  in  all  other  respects  the  complaint 
herein  be  and  it  is  hereby  dismissed. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 
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Decision  No.  9153. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  TTNITED  RAILROADS  OF 
SAN  FRANCISCO,  OF  MARKET  STREET  RAILWAY  COMPANY,  AND 
OF  FRANK  B.  ANDERSON.  WILLIAM  H.  CROCKER,  HERBERT 
FLEISHHAOKER,  JOHN  D.  McKEE  AND  E.  S.  HELLER,  AS  A  REOR- 
GANIZATION COMMITTEE  OF  UNITED  RAILROADS  OF  SAN  FRAN- 
CISCO, FOR  AUTHORIZATION  TO  ISSUE  STOCKS,  BONDS  AND 
NOTES,  AND  TO  TAKE  PROCEEDINGS  PURSUANT  TO  A  RI'X)R- 
GANIZATION  PLAN   AND   AGREEMENT. 


Application  No.  5840. 
Decided  June  24,  1921. 


Railway  Rex)bganization — Jubisdiction. — As  none  of  the  reorganization  expenses 
are  to  be  charged  to  capital  account,  but  to  be  paid  out  of  net  earnings,  the 
Commission  is  without  jurisdiction. 

By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

By  Decision  No.  8482^  dated  December  22,  1920,  the  Commission 
authorized  the  issue  of  stocks,  bonds  and  notes,  and  the  performance  of 
other  acts,  necessary  to  carry  into  effect  the  reorganization  plan  of  the 
United  Railroads  of  San  Francisco,  subject,  among  others,  to  the 
following  condition : 

The  Reorganization  Committee  and  other  applicants  in  this  proceeding  shall  file 
with  the  Railroad  Commission  a  statement  showing  the  reorganization  expenses. 
No  such  expenses  shall  be  paid  unless  approved  by  the  Commission,  or  the  Reor- 
ganization Committee,  and  applicants  advised  that  the  approval  by  the  Commission 
of  the  payment  of  the  expenses  is  not  necessary.  There  shall  also  be  filed  with 
the  Commission  by  a  person  or  persons  properly  authorized  a  stipulation  to  be 
approved  by  the  Commission  to  the  effect  that  the  reorganization  expenses  will,  at 
such  time,  in  such  amounts  and  in  such  manner  as  the  Railroad  CommuBsion  may 
order,  be  amortized  out  of  income. 

A  statement  of  the  reorganization  expenses  has  been  filed  with  the 
Commission  and  it  appears  therefrom  that  all  of  said  expenses  will  be 
paid  out  of  the  net  earnings  of  the  United  Railroads  of  San  Francisco, 
such  payment  having  been  made  possible  through  the  nonpayment  of 
interest  on  the  United  Railroads  of  San  Francisco  4  per  cent  bonds. 
It  is  therefore  to  all  intents  and  purposes  the  bondholders'  own  money 
which  will  be  used  to  pay  the  reorganization  expenses  and  the  bond- 
holders have  apparently  given  their  consent  to  this  disbursement  of  their 
funds.  It  further  appears  that  none  of  the  reorganization  expenses 
will  be  charged  to  the  capital  account  of,  or  be  paid  out  of  the  income 
of  Market  Street  Railway  Company.  Under  these  circumstances,  the 
Commission  necessarily  concludes  that  it  has  no  jurisdiction  over  the 
proposed  payment  of  the  reorganization  expenses.  Therefore,  it  is  not 
proper  to  investigate  certain  charges  and  expenses  which  appear 
excessive  and  payment  of  which  would  only  be  sanctioned  by  the  Com- 
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mission  after  strict  inquiry  and  justification  if  the  funds  to  be  used  were 
subject  to  the  Commission's  control.     Now,  therefore; 

It  is  hereby  ordered,  that  the  supplementary  petition  filed  in  the 
above  entitled  matter  on  May  19,  1921,  be  and  it  is  hereby  dismissed  for 
want  of  jurisdiction. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 


Decision  No.  9155. 

IN  THE  MATTER  OF  TUE  APPLICATION  OF  THE  DE  PUE  WAREHOUSE 
COMPANY,  KITRIOK  AND  HALL  WAREHOTTSE  COMPANY.  HO(^H- 
HBIMER  AND  COMPANY,  FOR  AUTHORITY  TO  INCREASE  AND 
ADJUST  WAREHOUSE  RATES  AT  THEIR  RESPECTIVE  WARE- 
HOUSES LOCATED  AT  POINTS  IN  THE  NORTHERN  SACRAMENTO 
VALLEY. 


Application  No.  6940. 

Application  No.  6941. 

Application  No.  6942. 

Decided  June  24,  1921. 


By  the  Commission. 

ORDER. 

The  De  Pue  Warehouse  Company,  Kitrick  &  Hall  Warehouse  Com- 
pany and  Hochheimer  &  Company  have  applied  to  the  Railroad 
Commission  for  authority  under  sections  15  and  63  of  the  Public  Utilities 
Act  to  increase  and  adjust  rates  charged  for  storage  and  services  at  the 
petitioners*  respective  warehouses  located  at  points  in  the  Sacramento 
Valley. 

In  support  of  the  applications,  it  is  alleged  that  because  of  increases 
in  the  cost  of  labor  and  supplies  since  the  rates  now  in  effect  were 
established  sufficient  revenue  has  not  resulted  to  meet  all  the  operating 
expenses  and  produce  a  fair  return  upon  the  value  of  the  property 
devoted  to  the  public  service. 

Verified  exhibits  are  attached  to  each  of  the  applications,  showing  the 
value  of  the  investment,  revenues,  expenses  and  the  net  income,  also  the 
tonnage  handled  and  the  amount  of  additional  revenue  which  would 
accrue  to  the  applicants  through  readjustment  of  the  rates.  The 
adjustments  are  being  made  primarily  to  remove  inequalities  at  the 
different  warehouses  and  the  additional  net  revenue  would  be  very  small 
in  amount.  The  increases  in  the  storage  rates  applying  to  beans  are 
merely  on  paper,  as  no  beans  are  stored  at  the  warehouses  involved  in 
this  proceeding,  the  buildings  being  devoted  almost  entirely  to  the 
storage  of  grain.  The  changes  in  the  grain  rates  will  result  in  increasing 
a  few  of  the  season  rates,  running  from  5  cents  to  25  cents  per  ton. 
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The  applicants  have  stipulated  that  if  protests  of  merit  against  the 
readjustment  of  rates  are  filed  with  the  Commission  the  former  rates 
will  be  immediately  restored,  pending  investigation,  and  if  the  Com- 
mission orders  restoration  of  the  old  rates  that  refund  of  excess 
collections  will  be  made. 

The  Commission  is  of  the  opinion  that  a  formal  hearing  on  these 
applications  is  not  necessary  and  finds  as  a  fact  that  the  rates  set  forth 
therein  have  been  justified  and  should  be  permitted  to  go  into  effect. 

It  is  hereby  ordered,  that  the  De  Pue  Warehouse  Company,  Kitrick  & 
Hall  Warehouse  Company  and  Hochheimer  &  Company  be  and  the  same 
are  hereby  authorized  to  publish  and  file  with  the  Railroad  Commission 
tariffs  containing  the  changes  in  rates  as  set  forth  in  the  applications, 
which  rates  are  found  to  be  just  and  reasonable. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 


Decision  No.  9156. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  CHICO  WATER  SI  PPLY 
COMPANY,  A  CORPORATION,  FOR  AN  INCREASE  IN  RATES  AND 
CHARGES  FOR  WAfliR  FT'RNISIIED  ITS  CONSUMERS  IN  THE 
CITY   OF   CIIICO   AND   ADJACENT   TERRITORY. 


Application  No.  5524. 
Decided  June  24,  1921. 


.Water  Utiuties — Service — Meters. — Public  water  utilitieB  shall  own  and  install 
at  their  own  expense  all  service  connections  to  the  consumers*  property  line, 
including  meters. 

,Omp  R.  Kennedy,  for  Applicant. 

By  the  Commission. 

SUPPLEMENTAL  ORDER. 

On  April  9,  1921,  this  Commission  rendered  its  Decision  No.  8839  in 
the  above  entitled  proceeding,  establishing  therein  a  schedule  of  r^es  to 
be  charged  for  water  furnished  by  Chico  Water  Supply  Company. 

Subsequent  thereto  applicant  advised  the  Commission  that  said  rate 
schedule  does  not  include  charges  applicable  to  several  consumers 
owning  their  own  meters  who  are  provided  with  standby  metered 
service  and  use  water  only  in  the  emergency  that  their  private  water 
supplies  fail.  The  request  is  made  that  standby  rates  be  fixed  for  such 
service. 

Attention  is  directed  to  Rule  13  laid  down  by  this  Commission  in 
Case  No.  683,  Decision  No.  2879,  rendered  November  5,  1915  (Volume 
8,  page  372,  Opinions  and  Orders  of  the  Railroad  Commission  of 
California),  wherein  it  is  directed  that  public  water  utilities  shall  own 
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and  install  at  their  own  expense  all  service  connections  to  the  consumers' 
property  line,  including  meters.  This  utility  should  arrange  to  install 
its  own  meters  for  consumers  receiving  above  mentioned  service  or  enter 
into  some  satisfactory  arrangement  to  take  over  all  present  privately 
owned  meters. 

It  appearing  that  a  public  hearing  in  this  matter  is  unnecessary ; 

It  is  hereby  ordered,  that  the  Chico  Water  Supply  Company  be  and 
it  is  hereby  authorized  to  file  with  the  Railroad  Commission  within 
twenty  (20)  days  of  the  date  of  this  order  the  following  schedule  of 
rates  for  standby  water  service,  said  rates  to  supplement  the  schedule 
of  rates  heretofore  established  in  Decision  No.  8839  and  to  become 
effective  for  all  service  rendered  subsequent  to  June  30,  1921. 

Rates. 

1.  Monthly  paymentB  for  standby  service: 

For  2-inch  meter $1  25 

For  3-inch  meter 1  75 

For  4-inch  meter 2  25 

For  0-inch  meter 3  00 

2.  In   addition  for  all   water  actually   used  on  standby  services,  payments  shall 

be  made  at  the  regular  monthly  quantity  rates  in  effect  for  metered  uue. 

It  is  hereby  further  ordered,  that  above  rates  for  standby  service  may 
only  be  charged  in  case  the  Chico  Water  Supply  Company  owns  the 
meter  in  connection  with  such  service. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of  June, 
1921. 


Decision  No.  9168. 

IN  THE  MATTER  OF  THE  (^OXSTUICTION  AND  OPEUATION  OF  ELEC- 
TRIC UTILITIES  m'RING  THE  EMERGENCY  CREATED  BY  WAR. 

Case  No.  1176. 

IN  THE  MATTER  OF  THE  (^ONSTRUCn^ION  AND  OPERATION  OF  ELEC 
TRK*  UTILITIES  AND  THE  DISTRIBUTION  AND  TRANSFER  OF 
ELECTRICITY  DURING  THE  PRESENT  BMERGENl^Y  (CREATED 
BY  THE  POWER  SHORTAGE,  ON  THE  COMMISSION'S  OWN 
MOTION. 


Case  No.  1426. 
Decided  June  27,  1921. 


Power  Administration — Service.— Possibility  of  serious  interruption  of  service 
or  of  complete  shutdown,  due  to  abnormal  conditions  of  war  needs  and  i)ower 
shorlage  avoided. 

Power  .\dminislralor  discontinued,  with  passing  of  emergencies  of  war  needs 
and  power  shortajre. 

By  the  Commission. 

SUPPLEMENTAL  OPINION. 

The  position  of  Power  Administrator  was  created  by  the  Commission 
in  the  above  entitled  proceeding,  Case  No.  1176,  for  the  purpose  of 


Digitized  by 


Google 


170  CALIFORNU  RAILROAD   COMMISSION    DECISIONS. 

exercising  a  more  effective  regulatory  control  over  the  development, 
conservation,  and  use  of  electric  power  during  the  war  emergency. 
Thereafter  a  serious  water  shortage,  and  consequent  power  shortage, 
developed,  and  the  Commission,  through  its  order  of  March  24,  1920, 
Case  No.  1426,  continued  the  work  of  the  Power  Administrator. 

A  most  valuable  service  has  been  rendered  to  the  consumers  by  the 
power  companies  through  this  feature  of  regulation.  The  possibility 
of  serious  interruptions  in  service  or  of  complete  shutdown,  by  reason 
of  the  abnormal  conditions  of  war  needs  and  of  power  shortage,  has 
been  avoided.  This  was  due  to  the  fact  that  the  Power  Administrator, 
with  the  cooperation  of  the  power  companies,  virtually  pooled  all  the 
power  resources  of  the  state,  and  thus  was  able  to  effectively  supervise 
and  regulate  the  uses  for  which  power  was  available.  By  shifting  of 
loads,  interchange  of  power,  and  reasonable  restrictions  on  the  less 
important  uses,  the  highest  efficiency  and  use  of  all  available  power  has 
been  accomplished.  In  this  state  where  much  of  the  agricultural  as 
well  as  industrial  development  depends  directly  upon  the  availability 
of  electric  power  it  is  of  vital  importance  that  a  shortage  in  this  all 
important  commodity  be  avoided. 

It  is  equally  apparent  that  the  collection  of  data  and  the  coordination 
of  power  uses  under  the  supervision  of  the  Power  Administrator  have 
been  of  great  value  to  the  power  companies  themselves,  and  it  would 
appear  that  this  is  a  work  which  could  well  be  continued  to  advantage 
by  the  companies.  It  is  no  longer  necessary,  however,  since  the 
emergencies  of  war  needs  and  of  power  shortage  have  passed,  that  the 
Commission,  in  the  exercise  of  its  regulatory  powers  under  the  Public 
Utilities  Act,  should  continue  this  work  of  supervision.  The  position 
of  Power  Administrator  will  therefore  be  discontinued.  Should  the 
occasion  arise  in  the  future  the  Commission  can  and  will  take  appro- 
priate action  for  the  resumption  of  this  feature  of  regulation. 

Good  cause  appearing  therefor: 

SUPPLEMENTAL  ORDER. 
It  is  hereby  ordered,  that  the  position  of  Power  Administrator, 
heretofore  created  by  the  orders  of  this  Commission  of  June  22,  1918, 
Decision  No.  5503,  and  of  March  24,  1920,  Decision  No.  7312,  be  and 
the  same  is  abolished. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of  June, 
1921. 
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Decision  No.  9169. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  CALIFORNIA-OREGON 
POWER  COMPANY,  A  CORPORATION,  FOR  AN  ORDER  READJUST- 
ING AND  FIXING  ITS  RATES  AND  CHARGES  FOR  ELECTRIC 
ENERGY  UNDER  SCHEDULES  NOS.  4,  5  AND  6  UNDER  DECISION 
6484  AND  SCHEDULE  NO.  7  UNDER  DECISION  6511,  AND  MODIFY- 
ING CERTAIN  SPECIAL  POWER  CONTRACTS. 


Application  No.  5895. 
Decided  June  27,  1921. 


Contracts — Rates — Jumsuiction. — Commission  has  power  to  abrogate  contracts 
that  provide  for  deviations  from  filed  rate  schedules. 

Rate  of  Retubn. — When  a  large  part  of  its  product  is  sold  at  a  low  price  voluntarily 
agreed  upon,  revenue  from  consumers  served  under  a  rate  schedule  can  not  be 
increased  to  insure  a  return  that  under  normal  conditions  would  be  considered 
reasonable.  Applicant  allowed  an  increase  of  5  to  10  per  cent  over  present 
schedules. 

Morrison^  Dunne  and  Brobeck,  by  E.  8.   Taylor,  and   Tapscoit  and  Tapscoit,   by 

James  R.  Tapscatty  for  Applicants. 
Robhins,  Elkins  and  Van  Fleet,  by  Carey  Van  Fleets  for  Big  Springs  Water  Company 

and  Lucerne  Water  Company. 
McVutchen,   Willard,  Mannon  and  Oreene,   by  A,  P.   Matthew,   for  Shasta   River 

Water  Association. 
L.  Cassidy,  for  Federal  Land  Bank  of  Berkeley. 
H.  O.  Ley,  for  City  of  Yreka,  Board  of  Trustees.  ^ 

B.  T,  Collier,  of  Collier  and  McNamara,   for  Mount   Shasta  Land   and   Irrigation 

Company,   Mount   Shasta   Milling   Company,    Montague    Creamery,   Town   of 

Montague,  and  Manuel  Shelley. 

By  the  Commission. 

OPINION. 

California-Oregon  Power  Company,  hereinafter  referred  to  as 
applicant,  in  this  application  alleges  that  costs  of  operation  and  mainte- 
nance have  increased  since  its  rates  were  last  under  review  by  the 
Commission,  and  requests  authority  to  increase  the  charges  under 
certain  specified  schedules,  which  cover  power  service,  and  to  modify 
and  increase  the  rates  for  service  supplied  to  certain  consumers  under 
special  contracts. 

Public  hearings  were  held  before  Examiner  Satterwhite  at  Yreka 
September  22  and  23,  1920,  at  which  evidence  was  introduced  and 
protests  were  heard.  The  matter  was  at  that  time  submitted  on  condi- 
tion that  if  an  anticipated  compromise  between  applicant  and  three  of 
the  protestants  should  not  be  reached  and  approved  by  the  Commission, 
the  proceeding  would  be  reopened.  The  anticipated  compromise  has 
been  effected  and  approved,  and  the  matter  is  now  ready  for  decision 
on  the  remainder  of  the  application. 

It  was  stipulated  at  the  hearing  that  the  annual  reports  of  applicant 
filed  with  the  Commission  and  certain  specified  additional  data  called 
for  by  attorneys  and  by  the  Commission  should  be  considered  m 
evidence.  • 


Digitized  by 


Google 


172  CALIFORNIA  RAILROAD   COMMISSION  DECISIONS. 

The  rates  now  being  charged  by  applicant  were  fixed  by  this  Com- 
mission in  its  Decision  No.  6484,  dated  July  10,  1919  (Opinions  and 
Orders  of  the  California  Railroad  Commission,  Volume  17,  page  23), 
and  one  schedule  was  slightly  modified  by  supplemental  order  in  the 
same  proceeding,  Decision  No.  6511,  dated  July  18,  1919  (Opinions  and 
Orders  of  the  California  Railroad  Commission,  Volume  17,  page  74). 
Reference  is  made  to  the  first  of  these  decisions  for  a  general  discussion 
of  applicant's  properties  and  their  value  for  rate-making  purposes- 
Applicant,  sometime  past,  entered  into  long  term  contracts  with  Shasta 
River  Water  Association  and  Big  Springs  Water  Company  for  supply- 
ing energy  to  operate  their  irrigation  pumping  plants.  Not  only  were 
the  rates  embodied  in  these  contracts  low,  but  they  were  based  on  the 
amount  of  land  irrigated  rather  than  on  the  amount  of  electrical  energy 
consumed,  and  have  been  the  source  of  misunderstanding  and  disagree- 
ment. A  contract  with  the  Lucerne  Water  Company  entered  into  under 
somewhat  similar  conditions  provided  for  the  sale  of  electric  energy  at 
a  comparatively  low  meter  rate. 

Compromise  agreements  reached  in  connection  with  this  proceeding 
provide  comparatively  low  rates,  but  based  on  energy  consumed  instead 
of  on  the  area  of  land  under  irrigation,  and  relieve  applicant  of  certain 
burdens  in  connection  with  the  operation  of  consumers'  pumping 
equipment.  These  contracts  are  satisfactory  both  to  protestants  and  to 
applicant  and  have  received  the  approval  of  the  Commission. 

Mount  Shasta  Milling  Company  appeared  to  defend  a  special  contract 
between  it  and  Siskiyou  Electric  Power  and  Light  Company,  a  prede- 
cessor of  California-Oregon  Power  Company.  The  contract  in 
question,  which  was  introduced  in  evidence,  was  executed  in  1908,  and 
provided  that  applicant's  predecessor  should  take  over  an  electric 
distribution  system  in  the  town  of  Montague,  theretofore  operated  by 
Mount  Shasta  Milling  Company,  and  in  return  should  furnish  the 
Milling  Company  power  without  charge,  under  specified  limitations, 
until  1923.  Applicant  urges  that  this  contract  should  be  set  aside  and 
this  consumer  charged  for  power  as  are  other  similar  consumers,  while 
Mount  Shasta  Milling  Company  contends  that  such  action  is  beyond 
the  jurisdiction  of  this  Commission. 

The  Public  Utilities  Act,  section  17  (6),  definitely  forbids  deviations 
from  filed  rate  schedules,  except  with  the  permission  of  the  Commission, 
and  the  Supreme  Court  of  the  state  has,  many  times,  sustained  the 
Commission  in  the  removal  of  deviations  and  the  modifications  of  rates 
specified  in  contracts.  There  is  no  question  as  to  the  matter  of  juris- 
diction, and  we  may  consider  the  case  on  its  merits.  That  the  com- 
pensation which  the  predecessor  of  California-Oregon  Power  Company 
offered  Mount  Shasta  Milling  Company  in  exchange  for  valuable  prop- 
erty should   later  be  declared  illegal   does  not  alter  the   obligation 
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originally  incurred.  The  discrimination  should  he  removed  and  Mount 
Shasta  Milling  Company  served  at  puhlished  rates,  ])ut  applicant  must, 
in  some  manner,  complete  payment  for  the  property  acquired  under  the 
terms  of  the  contract  in  question. 

Since  the  previous  decision  the  arrangement  by  which  California- 
Oregon  Power  Company  delivers  a  large  part  of  its  output  to  the  system 
of  Pacific  Gas  and  Electric  Company  at  Kennett  has  become  fully 
operative  and  applicant's  plants  are  now  well  loaded.  The  new  Copco 
plant  should,  therefore,  be  included  in  operative  property  and  with 
miscellaneous  additions  and  betterments  brings  the  value  of  property, 
used  and  useful  in  the  public  service,  up  to  $4,427,818,  as  of  May  31, 
1920,  as  set  forth  in  applicant's  Exhibit  *'E." 

The  following  table,  compiled  from  applicant's  exhibits,  shows  the 
result  of  its  operations  during  the  two  years  just  previous  to  the  filing 
of  this  application.  The  effect  on  the  revenues  of  the  delivery  of  power 
to  Pacific  Gas  and  Electric  Company  is  plainly  apparent. 

TABLE   NO.  1. 
California-Oregon  Power  Company,  Operating  Revenues  and  Expenses. 

June  1,1918  June  1.1919 

to  to 

RerenneS —  May  31,  1919  May  31.  1920 

Light $70,310  00  $79,482  00 

Power 14G,irj8  00  437,850  00 

Miscellaneous    2,612  00  1,745  00 

Total   $225,080  00  $510,083  00 

Operating  expenses — 

Production $18,842  00  $20,402  00 

Transmission 13,458  00  22,526  00 

Distribution 0,046  00  14,396  00 

Commercial   8,533  00  13,116  00 

General    47,349  00  52,306  00 

Taxes    (prorated)     Vl.mi  00  10,727  00 

Bad  debts  (prorated)   2,229  00  5,173  00 

Total   $113,424  00  $147,646  00 

Net  for  depreciation  and  return $111,656  00  $371,437  00 

The  net  revenue  of  $371,437  for  the  year  ending  May  31,  1920,  when 
compared  with  the  capital  of  $4,427,818,  shows  a  return  of  8.4  per  cent 
available  for  depreciation  and  interest.  In  the  previous  decision  2  per 
cent  was  used  as  a  reasonable  and  approximate  allowance  for  deprecia- 
tion on  the  property  exclusive  of  the  Copco  development.  The  inclusion 
of  the  Copco  development,  consisting  as  it  does  of  a  comparatively  large 
investment  in  long-lived  property,  would  reduce  the  reasonable 
depreciation  allowance  to  the  neighborhood  of  1.4  per  cent  on  the  total 
capital  and  the  net  return  on  the  value  of  applicant's  property,  after 
allowing  for  depreciation,  was  approximately  7  per  cent. 

Operating  expenses  contijiued  to  increase  after  May,  1920,  and  while 
the  present  tendency  is  downward,  the  figures  given  do  not  represent 
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the  peak  of  costs.  The  item  of  taxes  will  be  materially  greater  than 
indicated,  one  reason  therefor  being  because  the  state  tax  on  revenue 
from  sales  to  Pacific  Gas  and  Electric  Company  is  not  fully  reflected. 
Had  present  conditions  been  fully  operative,  the  taxes  would  have  been 
approximately  $40,000  instead  of  $19,727  as  shown. 

Applicant's  rates,  when  compared  with  those  charged  by  other 
utilities  in  other  parts  of  the  state,  are  found  to  be  relatively  low,  and 
applicant  can  hardly  be  expected  to  continue  to  earn  a  low  rate  of  return 
while  charging  its  consumers  less  than  they  would  be  charged  for 
similar  service  from  other  utilities.  On  the  other  hand,  rates  which 
were  initially  established  by  applicant  itself  at  low  levels  have  been  made 
the  basis  of  uncompleted  business  operations  of  its  consumers,  and  in 
a  period  of  decreasing  prices  can  not  be  too  sharply  increased  j  moreover, 
approximately  80  per  cent  of  the  energy  delivered  in  California  is  sold 
to  three  special  irrigation  consumers  at  a  low  price  voluntarily  agreed 
upon,  and  to  Pacific  Gas  and  Electric  Company  at  a  rate  limited  by  the 
value  of  power  delivered  at  a  remote  part  of  its  system  and  in  competi- 
tion with  its  own  hydroelectric  plants.  With  these  limitations  in  mind 
it  is  plainly  apparent  that  the  revenue  from  consumers  served  under  the 
rate  schedules  specified  in  the  application  can  not  and  should  not  be 
increased  to  insure  the  return  on  applicant's  property  which,  under 
more  favorable  conditions  and  in  a  more  highly  developed  territory, 
might  be  considered  reasonable.  The  rates  in  the  order  which  accom- 
panies this  opinion  represent  an  increase  of  some  5  or  10  per  cent  over 
the  present  schedules  and  are  as  high  as  applicant  can  reasonably  expect 
to  charge  at  this  time. 

ORDER. 

California-Oregon  Power  Company  having  applied  to  the  Railroad 
Commission  for  authority  to  readjust  its  rates  and  charges  for  electric 
service,  a  hearing  having  been  held,  the  matter  having  been  submitted 
and  being  now  ready  for  decision : 

The  Railroad  Commission  of  the  State  of  California  hereby  finds  as 
a  fact  that  the  rates  and  charges  heretofore  made  by  California-Oregon 
Power  Company  are  unjust  and  unreasonable  in  so  far  as  they  differ 
from  the  rates  and  charges  herein  set  forth,  which  are  hereby  found  to 
be  just  and  reasonable  rates  to  be  charged  and  collected  by  California- 
Oregon  Power  Company. 

Basing  its  order  on  the  foregoing  finding  of  fact  and  on  the  findings 
of  fact  in  the  opinion  which  accompanies  this  order ; 

It  is  hereby  ordered,  that  California-Oregon  Power  Company  be  and 
it  is  authorized  to  readjust  its  schedules  numbered  4,  6  and  7  by 
substituting  for  the  rates  heretofore  charged  and  collected  the  following 
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scheduleij  of  rates ;  to  be  effective  based  on  meter  readings  taken  on  and 
after  July  16,  1921. 

SCHEDULE  No.  4. 
General  Power  Service. 
Applicable  to  service  for  industrial  and  agricultural  purposes. 

Territory. 

Applicable  to  entire  territory  in  California  served  by  the  company. 

Rate. 

1.  For  connected  loads  of  less  than  5  horsepower. 

First       ino  kilowatt  hours  per  meter  per  month 6    cents  per  kilowatt  hour 

Next       350  kilowatt  hours  per  meter  per  month 3    cents  per  kilowatt  hour 

All  over  500  kilowatt  hours  per  meter  per  month 1^  cents  per  kilowatt  hour 

2.  For  connected  loads  of  5  horsepower  and  over. 


Consump.lon  per  horaepower 
per  month 


First  50  kilowatt  hours 

Next  100  kilowatt  hours 

All  over  150  kilowatt  hours 


Rate  per  kilowatt  hour  per  connected  loads  of 


5  to  14 
horse- 
power, 
cents 


5.0 
2.7 
1.5 


15  to  89 
horse- 
power, 
cents 


4.4 
25 
1.1 


40  to  74 
horse- 


75  to  149 
horse- 
power, 
cents 


I 


3.8 
2.0 
1.0 


3.2 

i.e 

0.8 


150  to  299 
horse- 
power, 
cents 


2.7 
1.4 
0.8 


300  to  509 
horse- 
power, 
cents 


2.3 
1.2 
0.75 


and  over, 
cents 


2j0 
1.0 
0.7 


Minim^im. 

First  4  horsepower  of  connected  load  $1.25  per  horsepower  per  month  but  not  less 
than  $2.50  per  month. 

All  over  4  horsepower  of  connected  load  $1.00  per  horsepower  per  month. 
Speetal  conditions. 

(a)  In  the  case  of  service  for  irrij^ation  pumping  or  other  seasonal  use  the 
minimum  may,  at  the  option  of  the  consumer,  be  on  an  annual  instead  of  a  monthly 
basis,  and  will  be  payable  in  six  equal  monthly  installments  during  six  consecutive 
months  to  be  chosen  by  the  consumer. 

(6)  Any  installation  may  obtain  the  rates  for  a  larger  installation  by  guaranteeing 
the  rates  and  minimum  applicable  to  the  larger  installation. 

(c)  The  company  will,  on  the  request  of  consumers  having  a  total  connected  load 
of  100  horsepower,  or  more,  consisting  of  two  or  more  motors,  install  demand  indi- 
cating instrument.*^,  and  the  rate,  but  not  the  minimum  charge,  will  be  based  on  the 
maximum  15-mlnute  average  demand  occurring  during  each  month,  instead  of  on  the 
connected  load.  The  maximum  demand  shall  not  be  considered  as  less  than  the  size 
of  the  largest  motor  nor  less  than  half  of  the  total  connected  load. 

SCHEDULE  No.  6. 
Lumber  Company  and  Box  Factory  Service. 
Applicable  to  installations  of  300  horsepower  or  over  in  sawmills,  box  factories,  etc. 
Territory, 

Entire  system  in  California. 
Rate. 

(a)   Energy  furnished  at  primary  voltage. 

First         25,000  kilowatt  hours  per  nf^ter  per  month l.Op     per  kilowatt  hour 

Next        150,000  kilowatt  hours  per  meter  per  month 0.85^  per  kilowatt  hour 

All  over  175,000  kilowatt  hours  per  meter  per  month O.TSjs  per  kilowatt  hour 

(6)   Energy  furnished  at  secondary  voltage. 

First         25,000  kilowatt  hours  per  meter  per  month l.lp     per  kilowatt  hour 

Next        150,000  kilowatt  hours  per  meter  per  month 0.8^  per  kilowatt  hour 

All  over  175,000  kilowatt  hours  per  meter  per  month 0.7512  per  kilowatt  hour 

Minimum  charge. 

First       200  kilowatts  of  maximum  demand  per  month $1  00  per  kilowatt  hour 

All  over  200  kilowatts  of  maximum  demand  per  month 80  per  kilowatt  hour 

But  not  less  than  $250  per  month. 
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Speciul  conditions. 

(a)  The  maximutu  demand  herein  referred  to  is  the  maximam  15-niinute  average 
demand  measured  in  kilowattK  occurring  during  the  month  for  which  the  bill  is 
rendered,  but  shall  not  in  any  case  be  considered  as  less  than  50  per  cent  of  the 
capacity  of  transformers  installed. 

(b)  At  the  option  of  the  company  the  maximum  demand  used  in  billing  may  be 
80  per  cent  of  the  demand  measured  in  kilovolt  amperes. 

SCHEDULE  No.  7. 
Gold  Dredging  Service. 
Territory, 

Applicable  to  entire  territory  in  California  served  by  company. 
Rate, 

First       100,000  kilowatt  hours  per  meter  per  month l.Op     per  kilowatt  hour 

All  over  100,000  kilowatt  hours  per  meter  per  month 0.75^?  per  kilowatt  hour 

^finimum  charge. 

|1.00  per  month  per  horsepower  of  connected  load. 
Special  conditions. 

Energy  will  be  supplied  at  the  primary  distribution  voltage  of  2300,  4000,  6600  or 
11,000  volts,  depending  on  locality  in  which  service  is  desired. 

It  is  hereby  further  ordered,  that  California-Oregon  Power  Company 
be  and  it  is  authorized  to  cancel  and  withdraw  its  Schedule  No.  5  as 
heretofore  in  effect. 

It  is  hereby  further  ordered,  that  California-Oregon  Power  Company 
shall,  within  ten  days  after  the  date  of  this  order,  file  with  this  Com- 
mission the  rates  hereinabove  set  forth. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of  June, 
1921. 


Decision  No.  9170. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  RUSSIAN  RIVER  WATER 
COMPANY  FOR  PERMISSION  TO  ACQUIRE  UTILITY  PROPERTIES 
OF  MOUNT  JACKSON  \VATER  AND  POWER  COMPANY,  RUSSIAN 
RlVPni  HEIGHTS  WATER  COMPANY  AND  OUERNEWOOD  PARK 
DEVELOPMENT  COMPANY. 


Application  No.  6388. 
Decided  June  27,  1921. 


A.  F.  Lcmhcrger.  for  Applicants. 

By  the  Commission. 

OPINION. 
Russian  River  Water  Company  asks  permission  to  purchase  the  prop- 
erties of  Mount  Jackson  Water  and  Power  Company  and  Russian 
River  Heights  Water  Company  and  the  water  system  of  Guernewood 
Park  Development  Company  and  to  issue  in  payment  thereof  its  com- 
mon capital  stock,  at  par,  in  such  amounts  as  shall  be  determined  by 
the  Railroad  Comihission.  Guernewood  Park  Development  Company, 
Mount  Jackson  Water  and  Power  Company,  and  Russian  River  Heights 
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Water  Company  join  in  the  application  in  so  far  as  it  relates  to  the 
sale  of  properties  owned  by  them. 

A  public  hearing  in  this  matter  was  held  before  Examiner  Satter- 
white  in  San  Francisco  on  February  21,  1921.  Recently  applicants 
have  filed  certain  information  requested  at  the  hearing  and  the  matter 
is  now  ready  for  decision. 

In  brief,  this  application  involves  the  consolidation,  under  one  owner- 
ship and  management,  of  four  different  water  systems.  It  is  the  inten- 
tion of  Russian  River  Water  Company  to  acquire  free  and  clear  of 
all  liens  and  encumbrances,  all  of  the  operative  properties,  water  rights, 
rights  of  way  and  easements  in  conjunction  therewith  now  owned  by 
the  other  companies,  and  any  and  all  necessary  lands  now  used,  occu- 
pied or  useful  and  necessary  in  conjunction  with  such  operative  prop- 
erties, and  any  and  all  leases,  easements  or  appurtenances  belonging 
to  or  appurtenant  to  the  properties. 

The  record  shows  that  Quernewood  Park  Development  Company- 
was  incorporated  on  July  30,  1918,  with  an  authorized  capital  stock 
of  $50,000,  all  of  which  is  reported  to  be  outstanding.  It  is  primarily 
a  realty  company,  operating  the  water  system  in  conjunction  with  its 
land  business.  This  application  involves  the  sale  of  its  public  utility 
water  properties  only.  The  company  serves  about  210  consumers  at 
Guemewood  Heights,  Guemewood  Park  and  Guerneville. 

Mount  Jackson  Water  and  Power  Company  was  incorporated  on 
September  28,  1908,  and  has  an  authorized  and  outstanding  stock  issue 
of  $20,000  of  common  stock.  It  operates  in  and  about  El  Bonito, 
Rionido  and  Westover  Heights,  serving  about  197  consumers. 

Russian  River  Heights  Water  Company,  which  was  incorporated  in 
October,  1904,  serves  about  82  consumers  in  Greystone,  Montesano  and 
Russian  River  Heights.  All  of  the  authorized  capital  stock  of  $2000 
is  outstanding. 

Russian  River  Water  Company,  organized  on  April  12,  1917,  has  an 
authorized  capital  stock  of  $100,000  of  common  and  $25,000  of  pre- 
ferred. Of  the  common  stock,  $18,400  has  been  issued  and  is  out- 
standing. The  company  operates  in  Monte  Rio  and  adjacent  territory, 
reporting  about  379  consumers. 

The  towns  and  communities  served  by  the  four  utilities  are  practi- 
cally contiguous,  being  situated  along  the  Russian  River  in  Sonoma 
County,  and,  with  the  exception  of  Guerneville  and  Monte  Rio,  have 
substantially  a  summer  population  only. 

It  appears  that  the  consolidation  will  effect  economies  in  overhead, 
labor  and  other  operating  charges,  and  should  benefit  the  public  by 
improving  service  and  increasing  the  water  supply.     It  is  believed 
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that  the  financial  basis  of  Russian  River  Water  Company  will  be 
strengthened  and  will  permit  it  to  proeure  additional  funds  with  which 
to  install  extensions,  additions  and  betterments  necessary  to  insure  an 
adequate  and  uninterrupted  service  to  consumers.  The  various  sys- 
tems are  so  situated  that  they  can  be  easily  interconnected.  The  record 
shows  that  since  July  1,  1920,  Russian  River  Water  Company  has  been 
operating  the  other  companies  under  a  mutual  agreement. 

The  Commission's  hydraulic  division  has  made  an  estimate  of  the 
present  value  of  the  properties  to  be  transferred.  In  recent  rate  cases 
the  Commission's  engineers  have  estimated  the  original  cost  of  the 
physical  properties  of  Guernewood  Park  Development  Company, 
including  public  utility  property  only,  as  of  June  1,  1920,  at  $14,329; 
of  Mount  Jackson  Water  and  Power  Company,  as  of  January  1,  1919, 
at  $12,507;  and  of  Russian  River  Heights  Water  Company,  as  of  Jan- 
uary 1,  1919,  at  $6,590.  It  is  reported  that  additions  and  betterments 
since  the  date  of  the  respective  appraisements  have  been  made  by 
Russian  River  Water  Company.  These  appraisals  include  physical 
properties  only  and  include  no  value  for  lands,  water  rights  and  rights 
of  way. 

Using  the  estimated  original  cost  as  a  basis,  the  Commission's  engi- 
neers have  estimated  the  present  value  of  the  physical  properties  of 
Guernewood  Park  Development  Company  at  $10,750,  of  Mount  Jack- 
son Water  and  Power  Company  at  $10,000,  and  of  Russian  River 
Ueights  Water  Company  at  $5,000.  Adding  to  these  figures  allowances 
for  lands,  water  rights  and  rights  of  way,  the  Commission's  engineers 
estimated  for  the  purpose  of  this  proceeding  tlie  present  vallie  of  the 
properties  to  be  transferred,  as  follows: 

Guernewood   Park  Development  Company   $18,000  00 

Mcunt  Jacksou   Water  and   Power  Company   16,250  00 

Unssian  River  Heights  Water  Company 10,375  00 

Total     $45,225  00 

We  are  of  the  opinion  that  Russian  River  Water  Company  should 
be  permitted  to  issue  $45,225  of  stock  to  ac(iuire  the  properties  men- 
tioned in  this  application. 

ORDER. 

Application  having  been  made  to  the  Railroad  Commission  for  per- 
mission to  transfer  properties  and  to  issue  stock,  a  public  hearing 
having  been  held,  and  it  appearing  to  the  Railroad  Commission  that  the 
application  sliould  be  granted  and  that  the  money,  property  or  labor 
to  be  procuriHl  or  paid  for  y)y  the  issue  of  stock  herein  authorized  is 
reasonably  recpiired  for  the  purpose  or  purposes  specified  herein  and 
that  the  expenditures  for  such  purpose  or  purposes  are  not  in  whole 
or  in  part  reasonably  chargeable  to  operating  expenses  or  to  income ; 
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It  is  hereby  ordered,  that  Guernowood  Park  Development  Company, 
Mount  Jackson  Water  and  Power  Company,  and  Russian  River 
Heights  Water  Company  be  and  they  are  hereby  authorized  to  sell,  and 
Russian  River  Water  Company  be  and  it  is  hereby  authorized  to  pur- 
chase, free  and  clear  of  all  liens  and  encumbrances,  the  properties 
referred  to  in  this  application,  such  transfer  of  properties  to  take 
effect  as  of  January  1,  1921. 

It  is  hereby  further  ordered,  that  Russian  River  Water  Company  be 
and  it  is  hereby  authorized  to  issue,  at  par,  $45,225  of  its  common 
capital  stock. 

It  is  hereby  further  ordered,  that  Guernewood  Park  Development 
Company,  Mount  Jackson  Water  and  Power  Company,  and  Russian 
River  Heights  Water  Company  be  and  they  are  hereby  authorized  to 
acquire  the  stock  which  Russian  River  Water  Company  is  herein 
authorized  to  issue  to  them  in  exchange  for  properties. 

The  authority  herein  granted  is  subject  to  the  following  conditions : 

1.  Out  of  the  stock  herein  authorized,  $18,600  shall  be  iisjued  in  full 
payment  for  the  properties  of  Guernewood  Park  Development  Com- 
pany herein  authorized  to  be  transferred;  $16,250  in  full  payment  for 
the  properties  of  Mount  Jackson  Water  and  Power  Company  and 
$10,375  in  full  payment  for  the  properties  of  Russian  Riv^r  Heights 
Water  Company. 

2.  The  price  at  which  the  properties  are  herein  authorized  to  be 
transferred  shall  not  be  binding  upon  this  Commission,  or  any  other 
public  body  having  jurisdiction,  as  a  measure  of  value  of  said  proper- 
ties for  rate  making  or  for  any  purpose  other  than  the  transfer  herein 
authorized. 

3.  Within  sixty  days  after  the  execution  of  the  instruments  convey- 
ing the  properties  herein  authorized  to  be  transferred,  certified  copies 
of  each  and  every  such  instrument  of  conveyance  shall  be  filed  with 
the  Railroad  Commission  by  the  Russian  River  Water  Company. 

4.  Russian  River  Water  Company,  within  sixty  days  after  the  trans- 
fer of  the  properties  herein  authorized,  shall  file  with  the  Railroad 
Commission  for  approval  copies  of  all  book  entries  relating  to  the 
transfer. 

5.  Russian  River  Water  Company  shall  keep  such  record  of  the 
issue  and  sale  of  the  stock  herein  authorized  and  of  the  disposition  of 
the  proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day 
of  each  month,  a  verified  report  as  required  by  the  Railroad  Commis- 
sion's  General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is 
made  a  part  of  this  order. 
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6.  The  authority  herein  granted  shall  apply  only  to  such  property 
as  may  be  transferred  and  to  such  stock  as  may  be  issued  on  or  before 
November  30,  1921. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of 
June,  1921. 


Decision  No.  9171. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  WHITTIER  WATER  COM- 
PANY FOR  AUTHORITY  TO  INCREASE  RATES. 


Application  No.  4815. 
Decided  June  28,  1921. 


By  the  Commission. 

ORDER    DISMISSING    APPLICATION    A8    TO    CERTAIN    PROTESTANTS. 

Application  having  been  filed  herein,  by  the  Whittier  Water 
Company,  on  August  2,  1919,  for  authorization  to  increase  rates, 
charged  and  collected  by  said  applicant,  for  the  service  of  water;  and, 
upon  the  hearing  on  said  application,  certain  consumers  of  said 
applicant  having  filed  their  formal  protests,  objecting  to  the  Commis- 
sion's jurisdiction  over  the  service  of  water  by  applicant  to  said 
protestants,  pursuant  to  certain  deeds  and  contracts  referred  to  in  said 
written  protests ;  and  said  protestants  having  formally  objected  to  the 
introduction  of  any  testimony  oflPered  by  applicant  in  so  far  as  the  same 
related  to  the  service,  or  terms  of  service,  of  water  by  said  applicant  to 
said  protestants;  and  the  Commission  having  thereupon  withheld  its 
ruling  on  said  objection  and  proceeded  with  the  taking  of  testimony 
and  the  introduction  of  other  evidence  upon  the  preliminary  question 
of  jurisdiction ;  and  it  now  appearing  to  the  Commission  that  the  service 
of  water  by  the  applicant  to  the  said  protestants,  in  the  amounts  and 
under  the  terms  of  their  respective  deeds  or  contracts  referred  to  in 
their  protests,  is  not  a  service  by  the  applicant  to  the  public,  or  any 
portion  thereof,  for  compensation,  and  is  not  a  service  by  said  applicant 
as  a  public  utility,  subject  to  regulation  by  this  Commission,  under  the 
provisions  of  the  Public  Utilities  Act,  or  other  provision  of  law ; 

It  is  hereby  ordered,  that  the  objections  of  the  protestants  hereinafter 
named  to  the  introduction  by  applicant,  or  the  consideration  by  the 
Commission  of  evidence  offered  in  support  of  the  application,  in  so  far  as 
the  same  relates  to  the  service  of  water  by  applicant  to  said  protestants, 
under  the  terms  of  the  deeds  or  contracts  referred  to  in  the  written 
protests  of  said  protestants,  on  file  herein,  is  sustained ;  and. 

It  is  further  ordered,  that  the  said  application  be  and  the  same  is 
hereby  dismissed  as  to  said  protestants,  in  so  far  as  it  refers  to  service 
of  water  by  applicant  to  said  protestants,  under  the  terms  of  the  deeds 
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or  contracts  of  said  protestants  referred  to  in  their  respective  protests. 
The  objection  to  testimony  is  sustained  and  the  application  is  dismissed 
as  to  the  following  protestants:  La  Habra  Heights  Mutual  Water 
Company,  and  La  Habra  Heights  Company ;  N.  T.  Edwards  et  al.,  join- 
ing in  protest  filed  herein  April  27,  1920;  George  L.  Hazzard  et  al., 
joining  in  protest  filed  herein  April  27,  1920 ;  A.  W.  Allison  'et  al, 
joining  in  protest  filed  herein  April  27, 1920,  on  behalf  of  certain  stock- 
holders of  Santa  Gertrudes  Irrigation  Company,  a  corporation;  the 
Santa  Gertrudes  Irrigation  Company,  a  corporation;  Standard  Oil 
Company,  a  corporation ;  H.  A.  Dunham  et  al.,  joining  in  protest  filed 
herein  April  27,  1920,  on  behalf  of  owners  of  land  and  water  rights  in 
Bancho  Paso  De  Bartolo ;  S.  Clarence  Rees  et  al.,  joining  in  protest  filed 
herein  April  27,  1920,  on  behalf  of  deeded  owners  in  Stamy  tract; 
Orchard  Dale  Land  and  Water  Company,  a  corporation;  Samuel  P. 
Mendenhall  and  Leland  B.  Cook,  joining  in  protest  filed  herein  May  15, 
1920;  C.  H.  Benton;  Vasco  Mills  et  al.,  joining  in  protest  filed  herein 
May  15,  1920,  on  behalf  of  persons  residing  in  Luitweiler  tract ;  Santa 
Gertrudes  Water  Company,  a  corporation;  G.  L.  Augustine  et  al., 
joining  in  protest  filed  herein  May  15,  1920,  on  behalf  of  stockholders 
of  Colima  Tract  Water  Company;  Colima  Tract  Water  Company,  a 
corporation ;  A.  Moore,  and  Alice  E.  Moore. 

Dated  at  San  Francisco,  California,  this  twenty-eight  day  of  June, 
1921. 


Decision  No.  9173. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SIERRA  AND  SAN  FRAN- 
CISCO POWER  COMPANY,  A  CORPORATION,  FOR  AN  ORDER  OF 
THE  RAILROAD  COMMISSION  OF  THE  STATE  OF  CALIFORNIA, 
AUTHORIZING  THE  ISSUANCE  OF  FIRST  MORTGAGE  BONDS  OF 
IHE  FACE  VALUE  OF  ONE  MILLION  DOLLARS. 


Application  No.  3601. 
Decided  June  28,  1921. 


By  the  Commission. 

SECOND  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission,  by  Decision  No.  5376,  dated 
May  2,  1918,  as  amended,  authorized  Sierra  and  San  Francisco  Power 
Company  to  issue  and  sell,  on  or  before  July  1, 1921,  at  not  less  than  80 
per  cent  of  their  face  value  plus  accrued  interest,  $1,000,000  of  its  first 
mortgage  bonds  to  reimburse  its  treasury  on  account  of  capital 
expenditures  made  prior  to  February  28,  1918 ;  and 

Whereas,  Sierra  and  San  Francisco  Power  Company,  under  and 
pursuant  to  the  terms  of  the  lease,  dated  December  31,  1919,  executed 
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under  authority  granted  in  Decision  No.  7032,  dated  January  17,  1920, 
has  agreed  to  deliver  said  bonds  to  Pacific  Gas  and  Electric  Company 
as  collateral  security  for  the  repayment  of  any  and  all  sums  of  money 
advanced  or  to  be  advanced  by  Pacific  Gas  and  Electric  Company  for 
paying  the  cost  of  additions  to  and  extensions  and  betterments  of  the 
properties  of  Sierra  and  San  Francisco  Power  Company ;  and 

Whereas,  Sierra  and  San  Francisco  Power  Company  has  been  unable 
to  sell  any  of  the  said  $1,000,000  of  bonds  and  in  its  second  supplemen- 
tal petition  in  the  above  entitled  matter  asks  permission  to  deliver  them 
to  Pacific  Gas  and  Electric  Company  pursuant  to  the  terms  and  condi- 
tions of  the  aforementioned  lease  dated  December  31,  1919,  on  account 
of  advances  made  or  to  be  made  by  Pacific  Gas  and  Electric  Company 
and  the  Commission  being  of  the  opinion  that  applicant's  request  should 
be  granted ;  now  therefore ; 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  5376,  dated 
May  2,  1918,  as  amended,  be  and  it  is  hereby  modified  so  as  to  permit 
Sierra  and  San  Francisco  Power  Company  to  deliver  to  Pacific  Gas  and 
Electric  Company,  the  $1,000,000  of  bonds  authorized  by  said  Decision 
No.  5376,  pursuant  to  the  terms  and  conditions  of  the  lease  entered  into 
by  and  between  Pacific  Gas  and  Electric  Company  and  Sierra  and  San 
Francisco  Power  Company  on  December  31,  1919. 

It  is  hereby  further  ordered,  that  the  first  supplemental  order  in  this 
proceeding,  Decision  No.  8208,  dated  October  6, 1920,  be  and  it  is  hereby 
vacated  and  set  aside. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  5376, 
dated  May  18,  1919,  as  amended,  shall  remain  in  full  force  and  effect 
except  as  modified  by  this  second  supplemental  order. 

Dated  at  San  Francisco,  California,  this  twenty-eighth  day  of  June, 
1921.  

Decision  No.  9174. 

IN  TUB  MATTER  OF  THR  APPMCATION  OF  THE  SIERRA  AND  SAN 
FRANCISCO  POWER  COMPANY,  A  CORPORATION,  AND  THE 
PACIFIC  GAS  AND  ELECTRIC  COMPANY,  A  CORPORATION,  FOR 
AN  ORDER  OF  THE  RAILROAD  COMMISSION  OF  THE  STATE  OF 
CALIFORNIA.  AUTHORIZING  THE  SIERRA  AND  SAN  FRANCISCO 
POWER  COMPANY  TO  LEASE  TO  THE  PACIFIC  GAS  AND  BLEC- 
TRH;  COMPANY,  ALL  ITS  PROPERTIES,  FRANCHISES  AND  PER- 
MITS. USED  OR  USEFUL  IN  ITS  BITSINESS  OF  GENERATING,  DIS- 
TRIBUTING  AND  SELLING  ELECTRIC  ENERGY  AND  IN  ITS  BUSI- 
NESS OF  IMPOUNDING,  DISTRIBUTING  AND  SELLING  WATER. 


Second  Supplemental  Application  No.  5146. 
Decided  June  28,  1921. 


By  the  Commission. 
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SECOND  SUPPLEMENTAL  ORDER. 

Pacific  Gas  and  Electric  Company,  hereinafter  referred  to  as 
Pacific  Company,  and  Sierra  and  San  Francisco  Power  Company,  here- 
inafter referred  to  as  Sierra  Company,  having  heretofore  with  the 
approval  of  this  Commission  (Decision  No.  7032,  Opinions  and  Orders 
of  the  California  Railroad  Commission,  Volume  17,  page  689),  executed 
an  indenture  of  lease  under  the  terms  of  which  Pacific  Company  now 
operates  certain  properties  of  Sierra  Company,  and  which  further 
provided  that  after  a  determination  of  value  Pacific  Company  should 
transfer  to  Sierra  Company  certain  electric  lines  known  as  **  Patterson 
Ranch  Line'^  and  **Angels-Groveland  Line/'  and  Sierra  Company 
should  transfer  to  Pacific  Company  certain  transmission  line  rights 
of  way  from  Mission  San  Jose  to  Bay  Shore  substation ;  said  properties 
being  more  particularly  described  in  the  indenture  of  lease  and  in  the 
deeds  attached  to  the  second  supplemental  petition  herein  and  marked 
Exhibits  '*C''  and  **D/' 

And  Sierra  Company  and  Pacific  Company  having  mutually  agreed 
that  $192,000  is  the  reasonable  value  of  said  rights  of  way  and  that 
$417,000  is  the  reasonable  value  of  said  electric  lines,  and  having 
requested  this  Commission  to  authorize  the  transfer  of  said  properties ; 

And  the  Commission  being  of  the  opinion  that  the  transfer  of  said 
properties  will  promote  their  economical  and  efficient  operation  and 
will  be  in  the  interest  of  the  consumers  served  by  said  companies  and 
that  this  is  not  a  matter  requiring  a  public  hearing; 

It  is  hereby  ordered,  that  Sierra  and  San  Francisco  Power  Company 
be  and  it  is  authorized  to  sell,  and  Pacific  Gas  and  Electric  Company 
to  buy  certain  rights  of  way  for  electric  transmission  lines,  more  par- 
ticularly described  in  Exhibit  **C,'^  attached  to  the  second  supple- 
mental petition  in  the  above  entitled  matter,  and  that  Pacific  Gas  and 
Electric  Company  be  and  it  is  authorized  to  sell,  and  Sierra  and  San 
Francisco  Power  Company  to  buy,  certain  electric  lines,  more  particu- 
larly described  in  Exhibit  *'D,"  attached  to  the  second  supplemental 
petition  in  the  above  entitled  matter,  said  sale  and  purchase  of  proper- 
ties to  be  made  pursuant  to  the  terms  and  conditions  of  Exhibit  **B,'^ 
attached  to  the  second  supplemental  petition  in  the  above  entitled 
matter,  and  the  terms  of  the  lease  authorized  to  be  executed  by  Decision 
No.  7032,  dated  January  17,  1920. 

The  authority  herein  is  granted  subject  to  the  following  conditions 
and  not  otherwise: 

1.  The  consideration  at  which  properties  are  herein  authorized  to  be 
transferred  shall  not  be  urged  before  this  Commission  nor  any  other 
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public  body  as  fixing  the  values  of  said  properties  for  rate  making  or 
for  any  purpose  other  than  the  transfers  herein  authorized. 

2.  Within  thirty  days  after  the  execution  thereof  Pacific  Gas  and 
Electric  Company  shall  file  with  this  Commission  certified  copies  of 
the  instruments  of  conveyance  by  which  the  transfers  of  property 
herein  authorized  are  effected. 

3.  The  authority  herein  granted  shall  apply  only  to  such  transfers 
of  property  as  may  be  made  on  or  before  November  1,  1921. 

Dated  at  San  Francisco,  California,  this  twenty-eighth  day  of  June, 
1921. 


Decision  No.  9178. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  LOS  VERJELS  LAND 
AND  WATER  COMPANY,  A  CORPORATION,  FOR  AUTHORITY  AND 
PERMISSION  TO  RENEW  CERTAIN  NOTES  OF  THE  COMPANY, 
AND  ISSUE  A  CERTAIN  AMOUNT  OF  ITS  CAPITAL  STOCK  AND 
DISPOSE  OF  SAME. 


Application  No.  6919. 
Decided  June  29,  1921. 


Dr.  V.  T,  McOillycuddy,  for  Applicant. 
T.  J.  Strauhy  for  certain  Noteholders. 

By  the  Commission. 

OPINION. 

Los  Verjels  Land  and  Water  Company  asks  permission  to  issue 
notes  in  the  aggregate  amount  of  $5175  and  $19,000  of  common  stock. 

A  hearing  was  had  in  this  application  before  Examiner  Gordon  at 
San  Francisco  on  June  24. 

Applicant  as  of  December  31,  1920,  reports  $187,970  of  stock  out- 
standing. Its  indebtedness  is  reported  to  consist  of  $36,245  of  notes 
and  $29,630.25  of  accounts  payable.  Of  the  notes  outstanding,  appli- 
cant in  this  application  asks  permission  to  renew  $5,175  face  value. 
The  notes  which  applicant  asks  permission  to  renew  are  as  follows: 

Date  Payee  Rate  of  interest  Amount 

June  30.  1916 John  W.  Steward 7  per  cent  $1,000  CO 

April  21,  1916 H.  D.  Cosby 10  per  cent  1,800  00 

February  2,  1916 II.  D.  Cosby 10  per  cent  500  00 

January  29,  1917 II.  D.  Cosby 8  per  cent  1,875  00 


Total  $5,175  00 

These  notes  are  long  past  due  and  unless  some  are  renewed  on  or 
before  July  1,  the  holders  thereof  will  bring  an  action  against  the 
company  to  protect  their  rights  under  the  statute  of  limitations. 

Applicant  also  asks  permission  to  issue  $19,000  of  stock  to  pay 
salaries  due  to  certain  employees  of  the  company. 
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Applicant  has  for  some  time  past  been  endeavoring  to  get  its  water 
system  established  on  an  income  producing  basis.  In  this  it  has  been 
unsuccessful  to  date  and  the  Commission  will  not  authorize  applicant 
to  issue  any  more  stock  until  its  affairs  are  in  a  more  satisfactory  con- 
dition. 

ORDER. 

Los  Verjels  Land  and  Water  Company  having  applied  to  the  Rail- 
road Commission  for  permission  to  issue  notes  and  stock,  a  public 
hearing  having  been  held  and  the  Commission  being  of  the  opinion  that 
applicant  should  be  permitted  to  issue  $5175  of  notes  referred  to  in 
this  application  and  that  its  request  to  issue  $19,000  of  stock  should  be 
denied  without  prejudice; 

It  is  hereby  ordered,  that  Los  Verjels  Land  and  Water  Company  be 
and  it  is  hereby  authorized  to  issue  $5175  face  value  of  notes  for  the 
purpose  of  renewing  the  notes  referred  to  in  the  foregoing  opinion 
and  in  this  application,  said  notes  to  be  issued  for  a  term  of  not  exceed- 
ing one  year  and  to  bear  interest  at  the  rate  of  not  more  than  10  per 
cent  per  annum. 

It  is  hereby  further  ordered,  that  the  request  of  Los  Verjels  Land 
and  Water  Company  for  permission  to  issue  $19,000  of  its  common 
stock  be  and  it  is  hereby  denied  without  prejudice. 

It  is  hereby  further  ordered,  that  applicant  may,  if  necessary,  execute 
a  mortgage  or  mortgages  to  secure  the  payment  of  the  notes  herein 
authorized,  said  mortgage  or  mortgages  to  be  substantially  in  the  same 
form  as  the  mortgage  approved  by  the  Railroad  Commission  in  Decision 
No.  1228,  dated  January  27,  1914;  provided— 

That  the  authority  herein  granted  to  execute  a  mortgage  or  mort- 
gages is  for  the  purpose  of  this  proceeding  only  and  is  granted  in  so 
far  as  this  Commission  has  jurisdiction  under  the  tenns  of  the  Public 
Utilities  Act  and  is  not  intended  as  an  approval  of  said  mortgage  or 
mortgages  as  to  such  other  legal  requirements  to  which  such  mortgage 
or  mortgages  may  be  subject. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

2.  Los  Verjels  Land  and  Water  Company  shall  keep  separate  and 
accurate  accounts  showing  the  receipt  and  application  of  the  proceeds 
from  the  sale  of  the  notes  herein  authorized  to  be  issued  and  shall  file 
a  report  with  the  Railroad  Commission  as  required  by  the  Railroad 
Commission's  General  Order  No.  24,  which  order,  in  so  far  as  appli- 
cable, is  made  a  part  of  this  order. 


Digitized  by 


Google 


186  CALIFORNIA  RAILROAD  COMMISSION   DECISIONS. 

3.  The  authority  herein  granted  will  apply  only  to  such  notes  as 
may  be  issued  and  to  such  mortgage  or  mortgages  as  may  be  executed 
on  or  before  December  31,  1921. 

•  Dated  at  San  Francisco,  California,  this  twenty-ninth  day  of  June, 
1921. 


Decision  No.  9179. 

T.  H.  HATCHARD  ET  AL. 
VS. 
SAN    GABRIEL    VALIvEY    WATER    COMPANY. 


Case  No.  1533. 
Decided  June  29,  1921. 


Water  Utility — Beneficial  Use,  Reserve  Capacity. — In  ordering  San  Gabriel 
Valley  Water  Company  to  furnish  water  for  irrigation  in  dedicated  territory, 
the  Commission  decided  it  was  not  advisable  or  necessary  to  withhold  from 
beneficial  nse  any  reserve  capacity  that  may  later  occur  on  the  system  over 
and  above  the  needs  of  the  present  consumer-?. 

Edtc.  F.  Hahn,  for  Complainants. 

Gibson,  Dunn  and  Crutcher,  by  H.  F.  PrincCy  for  Defendant. 

Brundige,  Commissioner, 

OPINION. 

T.  H.  Hatchard  et  al.,  complainants  in  the  above  entitled  proceeding, 
own  approximately  10  acres  of  agricultural  land  embracing  the  south 
half  of  lots  13,  14  and  15  of  the  San  Marino  Park  tract,  Los  Angeles 
County,  California. 

Complainants  allege  in  effect  that  the  San  Gabriel  Valley  Water 
Company,  defendant  herein,  owns  and  operates  the  water  system  sup- 
plying domestic  and  irrigation  water  to  other  lands  in  the  vicinity  of 
the  above  mentioned  lots;  that  defendant  refuses  to  serve  irrigation 
water  to  these  lands,  thus  depriving  complainants  of  certain  revenue 
which  could  be  derived  from  a  rental  of  the  land  for  agricultural  pur- 
poses, providing  irrigation  water  could  be  obtained ;  that  complainants 
believe  that  defendant  has  an  adequate  quantity  of  water  to  supply  the 
above  described  land  for  which  complainants  are  able  and  willing  to 
pay  all  proper  charges  for  making  connections  and  for  water  furnished- 
Defendant  in  its  answer  admits  all  of  the  allegations  of  the  com- 
plainants except  that  relating  to  an  adequate  supply  of  water,  alleging 
that  the  available  supply  of  water  is  limited  to  such  an  extent  that  an 
attempt  to  supply  complainants  with  irrigation  water  as  requested, 
would  seriously  hazard  the  rights  of  other  established  consumers. 

A  hearing  in  the  above  entitled  proceedings  was  held  at  Los  Angeles 
on  March  24,  1921. 
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The  evidence  shows  that  the  land  upon  which  complainant  desires 
irrigation  water  is  served  by  that  portion  of  defendant's  system  known 
as  the  Lamanda  Park  System.  This  portion  of  the  system  is  more  or 
less  distinct  from  the  remainder  of  defendant's  distributinif  system, 
and  serves  a  district  lying  higher  than  the  other  territory  served.  Its 
principal  source  of  supply  is  defendant's  well  No.  10,  located  behind 
the  so-called  Raymond  Hill  dike,  but  may  also  receive  water  by  pump- 
ing from  the  main  system,  to  which  it  is  connected.  The  area  behind 
the  dike  has  for  years  been  well  known  as  a  water-bearing  district,  but 
due  to  Subnormal  rainfall  for  the  past  few  seasons,  the  underground 
water  plane  has  gradually  lowered.  It  was  shown  that  the  water  level 
in  well  No.  10  has  dropped  some  twelve  feet  since  1913.  This  low  level, 
together  with  an  obstruction  in  the  well  which  prevented  the  lowering 
of  the  pumping  equipment,  caused  a  water  shortage  during  the  irriga- 
tion season  of  1920.  As  these  conditions  still  exist,  defendant  contends 
that  the  irrigation  of  the  additional  area  requested  by  complainants 
would  result  in  a  hardship  to  its  other  consumers. 

However,  I  am  not  convinced  that  the  lowering  of  the  water  level 
due  to  the  abnormal  climatic  conditions  during  the  past  few  years  is 
positive  proof  that  the  underground  water  supply  back  of  the  Raymond 
Hill  dike  is  becoming  exhausted.  I  do  not  feel  that  it  is  advisable  or  nec- 
essary at  this  time  to  withhold  from  beneficial  use  any  reserve  capacity 
that  may  later  occur  on  this  system  over  and  above  the  needs  of  the 
present  consumers. 

As  there  is  a  possibility  of  developing  a  larger  water  supply  from 
the  present  well  or  from  a  new  well  in  the  immediate  vicinity,  I  can  see 
no  justification  at  the  present  time  in  refusing  the  service  of  water  to 
territory  now  within  the  dedicated  area  of  the  defendant. 

I  submit  herewith  the  following  form  of  order: 

ORDER. 

T.  H.  Hatchard  et  al.  having  filed  formal  complaint  with  the  Rail- 
road Commission  against  San  Gabriel  Valley  Water  Company,  as  out- 
lined above,  a  public  hearing  having  been  held  and  the  matter  having 
been  submitted: 

It  is  hereby  found  as  a  fact,  that  the  complainants  herein  are 
entitled  to  the  service  of  water  for  irrigation  purposes  by  San  Gabriel 
Valley  Water  Company. 

And  basing  its  order  on  the  foregoing  finding  of  fact  and  the  other 
statements  of  fact  contained  in  the  opinion  which  precedes  this  order; 

It  is  hereby  ordered,  that  San  Gabriel  Valley  Water  Company  be 
and  it  is  hereby  directed  to  furnish  service  of  water  for  the  purposes 
of  irrigation  to  said  complainants. 
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The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated 'at  San  Francisco,  California,  this  twenty-ninth  day  of  June, 
1921. 


Decision  No.  9180. 


IX  THE  MATIEII  OF  THE  INVESTIGATION  INTO  ALL  THE  RATES, 
CHARGES,  RULES  AND  REGULATIONS  OF  THE  WESTERN  UNION 
TELEGRAPH  COMPANY. 


Case  No.  1355. 
Decided  June  29,  1921. 


Telegraph  Rates,  Ri:les  and  Re(j illations — Reasonableness  of. — After  an 
investigation  on  its  own  motion,  tlie  Commission  found  tiie  rates,  charges,  rules 
and  regulations  of  the  Western  Union  Telegraph  C^ompany  for  service  ren- 
dered entirely  within  the  state  to  be  reason-ible  and  just. 

Beverly  L.  Hodghead,  for  The  Western  Union  Telograph  Company. 

Mabtin,  Commissioner. 

OPINION. 

The  Western  Union  Telegraph  Company,  having  been  under  the 
exclusive  jurisdiction  and  control,  both  as  to  rates  and  service  and  all 
other  phases  of  operation,  of  the  Postmaster  General  of  the  United 
States,  acting  for  and  on  behalf  of  the  President,  from  August  1,  1918, 
to  August  1,  1919,  and  it  having  during  the  time  of  such  control  in- 
creased the  rates  theretofore  in  effect  for  service  rendered  by  it  between 
points  within  the  State  of  California,  under  the  direction  of  the  Post- 
master General;  and  the  federal  enactment  authorizing  the  release  of 
telegraph  and  telephone  systems  from  federal  control  at  midnight,  July 
31,  1919,  having  provided  for  the  continuance  of  all  of  the  rates  estab- 
lished during  such  control  for  a  period  not  to  exceed  four  months  from 
the  effective  date  of  the  act  unless  sooner  modified  or  changed  by  the 
public  authorities  having  jurisdiction  thereof,  the  Railroad  Commission 
on  August  1, 1919,  issued  its  General  Order  No.  56  continuing  in  effect 
the  rates  which  were  established  during  federal  control  until  changed 
by  the  Commission  in  a  proceeding  at  the  time  instituted  on  its  own 
initiative  to  determine  the  reasonableness  thereof.  It  is  this  proceed- 
ing, known  as  Case  No.  1355,  that  is  now  before  the  Commission  for 
determination. 

Public  hearings  were  held  in  San  Francisco  on  September  16,  1919, 
and  October  18,  1920,  and  the  matter  submitted  on  the  latter  date, 
permission  to  submit  additional  evidence  being  allowed.  This  addi- 
tional evidence  relating  to  investment  and  operation  has  been  submitted 
and  the  case  is  now  ready  for  decision. 


Digitized  by 


Google 


CALIFORNIA  RAHiROAD   COMMISSION  DECISIONS.  189 

The  Western  Union  Telegraph  Company  is  engaged  in  a  general 
eoramercial  telegraph  business  throughout  the  United  States  and  the 
increased  rates  which  were  made  effective  in  California  during  federal 
control  were  those  which  were  made  uniformly  effective  throughout  the 
United  States. 

The  business  of  The  Western  Union  Telegraph  Company  within 
California  is  both  interstate  and  intrastate  in  character.  All  of  its 
facilities  for  conducting  its  business,  its  plant  and  property,  and  its 
working  forces,  are  subject  to  both,  but  only  a  portion  of  its  revenues 
and  expenses  arise  directly  from  its  intrastate  business.  The  amount 
of  its  investment  in  physical  plant  and  property  devoted  to  intrastate 
as  distinguished  from  interstate  service,  and  the  amount  of  revenues 
and  expenses  arising  therefrom  and  which  it  is  necessary  to  consider 
in  a  determination  of  what  constitutes  reasonable  rates  in  this  case, 
can  be  determined  only  by  apportionment  to  interstate  and  intrastate 
service. 

At  the  hearing  of  October  18,  the  company  filed  various  exhibits 
which  include  a  statement  of  its  investment  in  plant  within  California, 
and  statements  of  its  revenues  and  operating  expenses,  both  intrastate 
and  interstate,  together  with  a  detailed  statement  of  the  methods  by 
which  its  intrastate  revenues  and  operating  expenses  are  apportioned. 
The  investment  figures  presented  are  based  upon  its  appraisal  of  the 
reproduction  cost  new,  of  its  entire  physical  property  within  the  state, 
as  of  June  30,  1919.  These  figures  show  only  the  total  appraisal 
amounts  of  the  various  items  of  property  without  inventory  quantities 
and  unit  costs,  but  upon  the  request  of  the  Commission's  engineers  the 
items  upon  which  they  are  based  were  submitted  in  detail  for  their 
examination  subsequent  to  the  hearing.  The  revenue  and  expense  state- 
ments presented  at  the  hearing  were  for  the  year  1919.  Since  that 
time  similar  statements  for  the  year  1920  have  been  presented. 

It  is  claimed  by  the  company  that  the  rate  increase  authorized  during 
the  period  of  federal  control  w^as  granted  to  offset  increases  in  operating 
costs  which  had  been  incurred  but  that  since  the  increase  was  made 
effective  on  April  1,  1919,  further  increases  in  wages  have  absorbed  the 
rate  increase  and  urges  that  it  has  not  profited  from  the  increase  in 
rates.     This  claim  is  supported  by  the  evidence. 

In  comparison  with  appraisals  of  other  properties  made  by  other 
utilities  and  by  the  engineers  of  the  Commission,  as  far  as  those  prop- 
erties are  comparable  wdth  the  physical  plant  of  The  Western  Union 
Telegraph  Company,  the  unit  costs  of  some  of  the  major  items  of  plant 
upon  which  the  company  \s  valuation  is  based  appear  to  be  high.  If, 
as  it  appears  from  the  company's  operating  statements,  however,  the 
net  income  from  intrastate  service  for  the  year  1919  was  sufficient  to 
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show  an  earning  of  only  1.63  per  cent  on  its  claimed  valuation  of  the 
property  devoted  to  that  service,  the  difference  in  valuation  which  may- 
be disclosed  by  an  independent  appraisal  would  not  be  sufficient  to  show 
that  under  present  rates  the  company  is  earning  an  excessive  rate  of 
return.  The  statements  presented  for  the  year  1920  show  further  that 
operating  expenses,  taxes,  etc.,  were  approximately  $41,000  in  excess  of 
revenues  from  intrastate  business.  A  sufficient  check  of  the  company's 
appraisal  has  been  made  by  engineers  of  the  Commission  to  indicate  that 
a  complete  reappraisal  is  not  necessary  under  the  circumstances. 

In  certain  respects  we  are  not  in  agreement  with  methods  employed 
by  the  company  in  its  apportionment  of  revenues  and  expenses  to  inter- 
state and  intrastate  service.  The  conclusions  which  it  has  reached, 
however,  are  based  on  studies  of  actual  business  handled  over  a  period 
of  thirty  days  and  such  modification  or  alteration  of  the  methods  of 
apportioning  revenues  and  expenses  as  may  reasonably  be  made  would 
not  seem  to  result  in  a  finding  that  the  present  rates  are  excessive.  We 
are  accordingly  of  the  opinion  and  it  is  our  finding  that  the  present 
rates  of  The  Western  Union  Telegraph  Company  within  this  state  are 
not  unreasonable  and  that  they  should  be  continued  in  effect. 

ORDER. 

The  Railroad  Commission  having  ordered  that  an  investigation  be 
instituted  on  its  own  motion  into  the  reasonableness  of  all  of  the  rates 
and  charges  and  rules  and  regulations  of  The  Western  Union  Telegraph 
Company  for  telegraph  service  rendered  entirely  within  the  State  of 
California,  public  hearings  having  been  held,  the  matter  having  been 
submitted  and  being  now  ready  for  decision  : 

It  is  hereby  found  as  a  fact,  that  the  rates  and  charges  and  rules  and 
regulations  of  The  Western  Union  Telegraph  Company  for  telegraph 
service  rendered  entirely  within  the  State  of  California  are  just  and 
reasonable.  Basing  its  conclusions  on  this  finding  of  fact  and  on  the 
other  findings  of  fact  referred  to  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  the  complaint  herein  be  and  it  is  hereby 
dismissed. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-ninth  day  of  June, 
1921. 
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Decision  No.  9181. 

SPUING  VALLEY  WATER  COMPANY 

VS. 

THE  WESTERN  PACIFIC  RAILROAD  COMPANY. 


Case  No.  1529. 
Decided  June  29,  1921. 


McCutchen,  Willard^  Mannon  and  Greene,  by  J,  M.  Mannon,  for  Complainant. 
Jame^  S.  Moore,  Jr.,  for  Defendant. 

Martin,  Commistioner. 

OPINION. 

In  this  proceeding  Spring  Valley  Water  Company,  a  corporation, 
alleges  that  Western  Pacific  Railroad  Company  has  been  negligently 
maintaining  its  railroad  and  right  of  way  where  it  is  crossed  at  Sunol, 
county  of  Alameda,  by  the  county  road  between  Niles  and  Pleasanton 
in  a  condition  unsafe  and  dangerous  to  persons  using  this  road  and  to 
animals  and  vehicles  on  the  road. 

It  is  further  alleged  that  no  adequate  warning  device  is  installed  at 
this  crossing,  that  no  cattle  guards  are  installed  and  that  cars  are  spotted 
between  defendant's  station  at  Sunol  and  the  crossing,  thus  cutting  oflE 
the  view  from  the  road  with  trains  approaching  on  the  track. 

In  its  answer  defendant  denied  the  allegations  and  asked  for  dismissal 
of  the  complaint. 

A  public  hearing  was  held  at  Sunol  on  June  13,  1921,  at  which  both 
complainant  and  defendant  appeared. 

Testimony  was  given  by  eleven  witnesses  for  conjplainant,  all  being 
residents  of,  or  employed  in,  the  vicinity  of  Sunol. 

Summarized,  the  testimony  and  opinion  of  these  witnesses  were  that 
the  warning  bell  maintained  by  the  defendant  at  the  crossing  was 
inadequate.  Several  testified  that  the  bell  did  not  always  ring  and  that 
at  times  did  not  ring  until  the  train  was  within  a  very  few  feet  of  it,  so 
that  no  warning  was  given  travelers  on  the  highway. 

There  was  also  a  practical  agreement  in  the  testimony  of  these 
witnesses  that  the  defendant  allowed  cars  to  stand  on  its  sidetrack  so 
that  they  were  frequently  across  the  sidewalk  and  at  times  even  into 
the  roadway,  and  that  this  practice  obscured  the  view  of  approaching 
trains. 

Mr.  Paul  Woodward  testified  that  he  had  been  struck  by  a  Western 
Pacific  train  at  the  crossing,  but  other  witnesses  were  not  able  to  testify 
that  they  had  either  seen  or  knew  of  other  actual  accidents  at  this 
location.  Several,  however,  related  near  accidents,  and  while  I  do  not 
care  to  take  any  position  as  to  whether  this  accident,  or  these  near 
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accidents,  were  either  a  fault  of  the  motorist  or  the  railroad,  I  believe 
it  is  clear  that  there  is  some  element  of  danger  at  this  crossing. 

Mr.  Woodward  also  testified  that  1260  automobiles  passed  over  the 
crossing  between  noon  and  6.30  p.m.  on  June  12, 1921,  he  having  counted 
this  number  of  machines. 

Mr.  A.  W.  Ebright,  assistant  superintendent  for  complainant  at 
Sunol,  while  generally  holding  the  views  of  other  witnesses,  was  the 
only  one  to  testify  with  regard  to  complainant's  request  that  an  order 
be  entered  to  the  effect  that  the  railroad  should  install  cattle  guards 
at  the  north  side  of  the  crossing.  Mr.  Ebright  testified  that  he  realized 
that  cattle  guards  in  the  station  ground  were  dangerous  to  the  trainmen 
and  that  he  did  not  recommend  them.  Later,  the  complainant  withdrew 
that  portion  of  this  complaint  in  which  it  asks  that  cattle  guards  be 
installed. 

Mr.  C.  L.  Fike,  trainmaster  of  the  Western  Pacific,  testified  that 
trains  in  approaching  the  crossing,  which  is  right  near  the  station, 
whistle  three  times — for  the  station,  for  the  crossing  and  for  the  train 
order  board,  the  last,  however,  only  during  certain  daylight  hours. 
When  asked  if  the  house  track  could  be  connected  at  its  west  end  and 
taken  up  east  of  the  station,  Mr.  Fike  stated  that  the  portion  suggested 
to  be  removed  was  that  used  as  a  team  track  and  if  removed  the  railroad 
would  lose,  through  competition,  practically  all  of  its  business  at  Sunol. 

Upon  cross-examination  Mr.  Fike  admitted  that  an  automatic  flagman 
^ving  a  visible  signal  in  addition  to  an  audible  signal  was  better  than 
a  warning  bell  alone,  and  also  that  the  station  whistle  was  given  about 
a  mile  away  and  could  hardly  be  considered  as  a  warning  of  the 
approach  of  the  train  at  this  crossing.  Mr.  Fike  stated  that  the  railroad 
traffic  was  two  passenger  trains  and  approximately  two  freight  trains  on 
the  average,  each  way,  per  day,  all  of  which  moved  substantially  during 
daylight  hours. 

Mr.  John  Coles,  signal  engineer  for  defendant,  testified  that  the  track 
circuit  controlling  the  operation  of  the  crossing  bell  extended  1884  feet 
east  of  the  crossing  and  1576  feet  west  of  the  crossing.  Mr.  CJoles 
stated  that  in  his  judgment,  in  view  of  the  relatively  light  railroad 
traffic,  the  crossing  was  sufficiently  protected  and  that  he  had  no  record 
of  failures  in  the  bell  for  the  past  two  years. 

Upon  cross-examination,  Mr.  Coles  admitted  that  the  relay  operating 
the  bell  was  not  modem,  liable  to  failure,  and  that  he  would  recommend 
that  it  be  changed. 

I  am  convinced  from  complainant's  witnesses  and  Mr.  Cole's  state- 
ments, in  spite  of  the  fact  that  failures  have  not  been  reported,  that  the 
electrical  installation  which  operates  the  bell  is  not  satisfactory. 
Mr.  Coles  estimated  it  would  cost  $550  to  install  an  automatic  flagman 
in  lieu  of  the  crossing  bell. 
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Mr.  H.  G.  Weeks,  one  of  the  Commission's  assistant  engineers, 
testified  that  this  crossing  had  been  inspected,  during  the  course  of  the 
Commission's  general  grade  crossing  investigation,  on  August  17,  1916, 
and  that  in  Grade  Crossing  Report  No.  64,  this  crossing,  referred  to  as 
Crossing  No.  14,  it  was  recommended  that  the  Western  Pacific  install 
an  automatic  flagman  in  place  of  the  crossing  bell  and  that  this  recom- 
mendation had  been  sent  to  the  Western  Pacific.  He  also  stated  that 
in  his  judgment  this  recommendation  was  still  good,  and  upon  question, 
thought  the  expense  of  changing  the  crossing  bell  to  an  automatic 
flagman  was  justified,  drawing  attention  to  the  fact  that  there  was  an 
increasing  traffic  on  this  road;  that  automobiles  collected  around  the 
ice  cream  parlor  near  the  crossing,  and  these,  with  cars  spotted  on  the 
house  track  between  the  station  and  the  crossing,  obscured  the  view  and 
confused  the  motorists  on  the  highway. 

Attorney  for  defendant  asked  several  witnesses  that  if  cars  were  not 
spotted  nearer  the  crossing  than  opposite  the  east  passing  track  switch, 
if,  in  their  opinion,  a  satisfactory  view  of  the  eastbound  trains  could 
be  obtained.  There  was  apparently  no  definite  agreement  between 
them.  This  question  was  also  asked  Mr.  Weeks,  but  he  reserved  his 
reply  until  he  had  made  an  examination  on  the  ground.  He  now  reports 
that  he  believes  this  would  be  satisfactory,  particularly  since  consider- 
ation should  be  given  to  the  fact  that  some  of  this  track  room  between 
the  station  and  the  crossing  must  be  used  as  a  team  track  if  the  Western 
Pacific  is  to  successfully  continue  doing  a  carload  business  at  Sunol. 

The  Western  Pacific  offered  to  promulgate  an  order  to  trainmen  to 
the  effect  that  no  cars  should  be  spotted  between  the  east  passing  tracks 
and  the  crossing,  and  in  view  of  our  engineer's  opinion  I  believe  that 
this  will  give  sufficient  view  and  at  the  same  time  allow  the  railroad  to 
transact  its  carload  business  satisfactorily.  I  am  also  convinced  that 
the  crossing  bell  should  be  changed  to  an  automatic  flagman. 

Complainant  having  agreed  to  withdraw  that  portion  of  its  complaint 
asking  for  installation  of  cattle  guards  north  of  the  crossing,  this  phase 
of  the  complaint  needs  no  discussion. 

I  recommmend  the  following  form  of  order : 

ORDER. 

A  public  hearing  having  been  held  in  the  above  entitled  proceeding, 
the  matter  having  been  submitted  and  being  now  ready  for  decision; 

It  is  hereby  ordered,  that  Western  Pacific  Railroad  Company  be  and 
the  same  is  hereby  ordered  to  install,  within  thirty  (30)  days,  an 
automatic  flagman  of  type  approved  by  the  Commission  in  lieu  of  its 
existing  crossing  bell  at  its  crossing,  at  Sunol,  on  the  county  road 
between  Niles  and  Pleasanton ;  and 
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It  is  hereby  further  ordered,  that  the  W(*stern  Pacific  Railroad 
Company  be  and  the  same  is  hereby  ordered  not  to  allow  cars  to  stand 
on  its  house  track  at  Sunol  station  east  of  a  point  opposite  the  east 
switch  in  its  passing  track  in  Sunol. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-ninth  day  of  June, 
1021. 


Decision  No.  9185. 

IN  TlIK  MATTER  OF  THE  APPLU  ATIOX  OF  SACRAMENIX)  VALLEY 
WJ^:ST  SIDE  CANAL  COMPANY.  A  COUPOU.VTION.  AND  ALGER 
FAST,  RECEIVER  OF  SAID  SACR  VMENTO  VALLEY  WEST  SIDE 
CANAL  (  OMPANY,  SA(  RAMENTO  VALLEY  COMMITTEE,  JACINTO 
IRRKJATION  DISTRICT  AND  CLENN-COUSA  IRRIGATION  DIS- 
TRICT. FOR  AN  ORDER  ACTIIORIZINC;  THE  SALE  OF  THE  RE- 
MAINING PORTION  OF  A  PUBLIC  UTILITY  WATER  SYSTEM,  FREE 
AND  CLEAR  OF  PUBLIC  UTILITY  OBLIGATION. 


Application  No.  6789. 
Decided  June  30,  1921. 


Watkk  T'timty — Transfer  to  Irrkiation  District. — The  i'ommiHsion  authorized 
the  transfer  of  practically  tho  entire  canal  system  of  the  Sacrnmento  Valley 
West  Side  ('anal  Company  to  the  (Jlenn-Coliisa  Irrigation  District,  free  and 
clear  of  public  utility  obligation.  Transfer  of  minor  parts  of  the  system,  under 
like  conditions,  to  the  .Jacinto  Irrigation  Dis.rict.  was  also  approved. 

Prnuc  Servicf — DisroNTiNUANCE  of — Reasonable  C^onditions. — In  the  discon- 
tinuance of  public  service  reasonable  conditions  necessary  to  protect  prior 
users.  In  this  case  api)lication  granted  with  conditions  safeguarding  rights  of 
all  former  users. 

Morrinon,  Dunnv  and  Ihohrck,  by  EiUrard  IlofrUI,  and  Drrliu  and  Drvlin,  for  Alger 
B^ast,  Receiver,  nnd  Sacramento  Valley  Committee.  Merle  B.  Moon,  Chairman. 
A.  C.  IfusfoH,  for  Jacinto  Irrigation  District. 
Hankinn  and  HankiuH^  for  Olenn-Colusa  Irrigation  District. 
Claude  F.  Purkitt^  for  Kdna  L.  Knight  et  al. 

Martin,  (Commissioner. 

OPINION. 

In  this  proceeding  the  Commission  is,  in  effect,  asked  to  authorize 
two  things,  viz,  the  transfer  by  the  Sacramento  Valley  West  Side 
Canal  Company,  a  corporation,  Alger  Fast,  receiver  of  said  company; 
the  Sacramento  Valley  Committee,  representing  certain  bondholders  of 
the  Sacramento  Valley  West  Side  Canal  Company,  and  the  Jacinto 
Irrigation  District,  to  the  Glenn-Colusa  Irrigation  District  of  a  certain 
canal  and  irrigation  system  formerly  operated  by  the  Sacramento  Valley 
West  Side  Canal  Company  in  Glenn  and  Colusa  counties,  California, 
and  now  being  operated  by  the  Glenn-Colusa  Irrigation  District  under 
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a  lease  authorized  by  the  Cominission  on  April  3,  1920,  Decision  No. 
7332,  on  Application  No.  5454,  and  the  discontinuance  and  withdrawal 
from  public  service  by  said  applicants  of  the  property  heretofore 
operated  by  said  applicants,  or  any  of  them,  in  the  distribution  and 
sale  of  water  as  a  public  utility. 

Written  protests  have  been  filed  herein  by  certain  persons,  former 
water  users  under  the  system  proposed  to  be  conveyed,  but  who  have 
either  declined  to  have  their  lands  included  in  the  Glenn-Colusa  Irriga- 
tion District,  or  who,  for  other  reasons,  are  not  included  therein.  These 
protestants  assert  their  rights  in  the  past  to  receive  water  from  the 
system  in  question,  and  object  to  its  being  transferred,  under  the 
sanction  of  this  Commission,  free  and  clear  and  divested  of  any  public 
utility  features. 

It  appears  from  the  evidence  herein  that  the  Glenn-Colusa  Irrigation 
District  was  proposed  and  organized  for  the  purpose  of  taking  over 
the  entire  distribution  system  and  of  supplying  water  to  all  of  the 
lands  theretofore  supplied  thereunder  by  the  Sacramento  Valley  West 
Side  Canal  Company.  In  so  far  as  it  was  reasonably  possible,  this  has 
apparently  been  done.  The  number  of  protestants  and  the  total  acre- 
age owned  by  them  is  a  very  small  percentage  of  the  total  number  of 
land  owners  and  acreage  included  within  the  Glenn-Colusa  Irrigation 
District.  It  further  appears  that  protestants  have  been  requested  by 
the  officers  of  the  district  to  take  proper  steps  to  be  included  within  the 
district,  and  that,  notwithstanding  their  refusal  to  do  so  in  the  past,  the 
opportunity,  in  so  far  as  it  can  be  presented,  remains  open  to  them  at 
the  present  time.  The  evidence  also  shows  that  some  of  the  protestants 
have  an  alternative  supply  of  water  from  wells  upon  their  own  lands. 
It  thus  appears  that  if  the  application  for  discontinuance  of  service  as 
a  public  utility  by  applicants  be  granted,  the  protestants  herein  will  not 
be  deprived  of  their  only  available  source  of  water.  On  the  other 
hand,  the  conveyance  of  the  irrio:ation  system  in  question  to  the  Glenn- 
Colusa  Irrigation  District  will  terminate  the  receivership  of  the  utility 
now  owning  the  system  and  at  the  same  time  enable  the  land  owners 
served  by  the  system  to  manage  and  control  their  own  water  supply. 

The  proposed  transfer  contemplates  that  practically  the  entire  system 
of  canals  formerly  operated  by  the  Sacramento  Valley  West  Side  Canal 
Company  shall  be  conveyed  to  the  Glenn-Colusa  Irrigation  District. 
There  are,  however,  minor  portions  of  this  system  which  were  not 
included  in  the  description  of  properties  to  be  transferred  to  the  Glenn- 
Colusa  Irrigation  District  and  which  it  is  proposed  shall  be  transferred 
to  Jacinto  Irrigation  District,  the  Directors  of  Jacinto  Irrigation  Dis- 
trict, the  Directors  of  Glenn-Colusa  Irrigation  District,  and  Merle  B. 
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Moon.     The  respective  properties  proposed  to  be  conveyed  to  these 
transferees  are  fully  set  forth  and  described  in  the  application. 

The  Commission  eondudes  from  the  evidence  herein  presented  that  it 
is  in  the  public  interest  that  the  proposed  transfer  of  the  irrigation 
system  in  question  to  the  Glenn-Colusa  Irrigation  District  and  other 
above-mentioned  transferees  and  the  discontinuance  and  withdrawal 
of  this  system  from  public  service  should  be  approved.  Reasonable 
conditions,  however,  should  be  imposed  upon  the  discontinuance  of 
public  service  to  permit  all  prior  users  under  the  system  to  adjust 
themselves  to  the  changed  condition  and  secure  their  water  supply, 
either  under  the  new  district  or  from  some  alternative  source. 

ORDER. 

Application  having  been  filed  herein  for  the  approval  by  this  Com- 
mission of  the  proposed  transfer  by  the  Sacramento  Valley  West  Side 
Canal  Company,  a  corporation,  and  Alger  Fast,  the  receiver  thereof, 
and  other  parties  in  interest,  of  certain  properties  comprising  the 
public  utility  irrigation  system  described  in  said  application,  to  the 
Glenn-Colusa  Irrigation  District  and  others,  free  and  clear  of  public 
utility  obligations ;  protests  thereto  having  been  filed  by  certain  former 
users  under  said  system,  a  public  hearing  having  been  held,  testimony 
taken  and  other  evidence  received  and  the  matter  submitted; 

It  is  hereby  ordered: 

1.  Authorization  is  hereby  granted  for  the  sales  and  transfers  by  the 
Sacramento  Valley  West  Side  Canal  Company,  a  corporation,  and  Alger 
Fast,  receiver  thereof,  and  other  persons  beneficially  interested,  to  the 
Glenn-Colusa  Irrigation  District  and  other  transferees,  of  the  respective 
properties  proposed  to  be  transferred  as  set  forth  and  described  in  said 
application,  and  the  forms  of  conveyances  attached  to  said  application 
are  hereby  approved. 

2.  Approval  and  authorization  of  this  Commission  is  hereby  granted 
for  the  discontinuance  and  termination  of  service  as  a  public  utility 
by  the  Sacramento  Valley  West  Side  Canal  Company,  a  corporation, 
and  Alger  Fast,  receiver  thereof,  in  the  sale  and  distribution  of  water 
for  compensation  to  the  public  by  means  of  the  properties,  or  any 
portion  thereof,  the  sales  and  transfers  of  which  are  herein  authorized, 
upon  the  filing  with  this  Commission  by  said  Sacramento  Valley  West 
Side  Canal  Company  and  Alger  Fast,  receiver  thereof,  of  a  certified 
statement  showing  that  said  sales  and  transfers  authorized  herein  have 
been  consummated. 

3.  Approval  and  authorization  by  this  Commission  is  hereby  granted 
for  the  withdrawal  from  public  service  by  the  Glenn-Colusa  Irrigation 
District  as  to  all  properties  herein  authorized  to  be  transferred  to  said 


Digitized  by 


Google 


OAIilPOBNIA  RAILROAD   COMMISSION  DECISIONS.  197 

district,  and  as  to  all  territory  heretofore  served  by  means  thereof, 
subject,  however,  to  the  following  conditions: 

(a)  Any  land  owner,  user  or  consumer  heretofore  supplied  by  means 
of  such  properties,  or  any  portion  thereof,  shall  be  entitled  to  receive 
water  therefrom  at  the  same  rates  and  upon  the  same  terms  of  service 
as  heretofore  until  January  1,  1922. 

(ft)  If  at  any  time  prior  to  January  1,  1922,  any  land  owner,  user 
or  consumer  formerly  supplied  by  that  portion  of  the  public  utility 
system  herein  authorized  to  be  transferred  to  the  Glenn-Colusa  Irriga^ 
tion  District  shall  have  made  application  to  said  Glenn-Colusa  Irrigation 
District  to  have  his  land  included  therein,  and  such  application  is 
denied,  this  order,  in  so  far  as  it  authorizes  the  withdrawal  from  public 
service  by  said  district  of  said  property  herein  authorized  to  be  trans- 
ferred to  the  Glenn-Colusa  Irrigation  District,  shall  be  null  and  void. 

4.  Approval  and  authorization  is  hereby  granted  by  this  Commission 
for  the  withdrawal  from  public  service  by  Jacinto  Irrigation  District, 
the  Directors  of  Jacinto  Irrigation  District,  the  Directors  of  Glenn- 
Colusa  Irrigation  District,  and  Merle  B.  Moon,  as  to  all  property  herein 
authorized  to  be  transferred  to  said  Jacinto  Irrigation  District,  the 
Directors  of  Jacinto  Irrigation  District,  the  Directors  of  Glenn-Colusa 
•Irrigation  District,  and  Merle  B.  Moon,  and  as  to  all  territory  heretofore 
served  by  said  properties. 

The  effective  date  of  this  order,  as  to  authorization  of  the  proposed 
transfer  of  properties,  is  hereby  fixed  as  of  June  30,  1921.  As  to  the 
authorization  herein  granted  for  the  discontinuance  of  service  as  a 
public  utility,  or  withdrawal  from  public  service,  as  to  any  part  of  the 
territory  herein  referred  to,  the  effective  date  is  hereby  designated  as 
July  15,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  June,  1921. 


Decision  No.  9186. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  E.  L.  McCONNELL'S  VAL- 
LEY AND  COAST  TRUCK  LINE  TO  INCREASE  FREIGHT  RATES- 
SAN   LUIS   OBISPO— SAN   MIGUEL   AND    INTERMEDIATE  POINTS. 


Application  No.  6867. 
Decided  June  30,  1921. 


8.  V.  Wrightf  for  Applicant. 

Bt  the  Commission. 

OPINION. 

A  public  hearing  upon  the  above  application  to  increase  freight  truck 
rates  between  San  Miguel,  Faso  Robles,  San  Luis  Obispo,  Santa  Maria, 
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Orcutt  and  intermediate  points,  was  "held  by  Examiner  Westover  at 
San  Luis  Obispo. 

Applicant  placed  in  evidence  detailed  statement  of  receipts  and  dis- 
bursements for  the  year  1920,  including  in  gross  receipts  an  item  of  gas 
discounts  of  $83.87,  and  rent  received  for  garage  space,  $250.  The 
statement,  summarized,  including  20  per  cent  depreciation,  as  claimed, 
applied  to  the  cost  of  equipment,  is  as  follows : 

Operating  Revenue  and  Expenses,  Year  1920. 

Receipts    $17^07  27 

Operating  expenses,  including  manager's  salary $14,282  81 

Depreciation,  20  per  cent,  on  equipment  costing  $15,390—       3,080  00  17,312  81 

Deficit  for  year  1020 $5  54 

It  appears  from  the  testimony,  however,  that  there  lias  been  a 
reduction  in  the  cost  of  tires  used  by  applicant  amounting  to  about  12 
per  cent  and  in  the  cost  of  gasoline  and  oil  amounting  to  about  7  per 
cent.  If  these  reduced  prices  had  been  in  effect  during  1920  it  would 
have  reduced  operating  expenses  in  the  amount  of  $262.29,  converting 
the  deficit  of  $5.54  into  an  operating  profit  of  $256.75,  available  for 
return  upon  a  rate  base  of  $15,890,  which  includes  $500  for  working 
capital. 

Applicant  testified  that  his  proposed  new  tariff,  he  estimated,  would 
increase  his  revenue  about  10  per  cent  through  increase  in  the  first  three 
class  rates,  but  that  no  increase  is  provided  for  fourth  class  freight. 
About  seventy-five  per  cent  of  applicant's  traffic  move^  under  third  class 
rates.  Examiner  Westover  reciuired  at  the  hearing  that  applicant 
prepare  and  submit  a  traffic  check  of  the  last  ten  business  days  in  May, 
1921,  roughly  estimated  by  applicant  to  be  a  period  of  average  business. 
This  shows  total  revenue  for  the  ten  days  of  $803.75,  and  that  the  pro- 
posed new  rates,  applied  to  the  same  traffic,  would  have  increased  the 
revenue  $78.90,  an  increase  of  about  9^  per  cent.  The  increased  rates 
requested  appear  to  be  justified. 

ORDER. 

A  public  hearing  having  been  held  upon  the  above  entitled  appli- 
cation, the  matter  being  submitted  and  ready  for  decision ; 

It  is  hereby  ordered,  that  B.  L.  McConnell,  doing  business  under  the 
name  of  E.  L.  McConneirs  Valley  and  Coast  Truck  Line,  be  and  he 
hereby  is  authorized  to  file  and  make  effective,  and  thereafter  charge 
and  collect  the  rates  shown  under  his  proposed  express  and  freight  tariff 
No.  4,  cancelling  his  C.  R.  C.  No.  3. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  June,  1921. 


Digitized  by 


Google 


calu^ornia  railroad  commission  decisions.  199 

Decision  No.  9189. 

IN  THE  MATTER  OF  THE  APrLICATlOX  OF  STO(^KTOX  COMMERCIAL 
WAREHOUSE  COMPANY,  A  (X>RPORATION,  FOR  AN  ORDER 
AUTHORIZrING  ISSUE  OF  STOCK. 


Application  No.  6925. 
Decided  June  30,  1921. 


C.  M,  QUI,  for  Applicant. 

Mabtin,  Commusioner. 

OPINION. 

Stockton  Commercial  Warehouse  Company  asks  permission  to  issue 
$200,000  of  its  common  capital  stock. 

The  company  was  organized  during  May,  1921,  with  an  authorized 
stock  issue  of  $250,000,  divided  into  2500  shares  of  the  par  value  of 
$100  each.  It  proposes  to  conduct  a  general  warehouse  and  forwarding 
business  in  the  city  of  Stockton,  California. 

Applicant  requests  authority  to  issue  $10,000  of  its  stock  to  Stan- 
brough  and  Burkett,  in  consideration  for  the  assignment  to  applicant 
of  options  to  purchase  certain  real  estate  and  to  cover  promotion 
expenses.  It  is  reported  that  Stanbrough  and  B'urkett  have  obtained 
options  to  purchase,  at  a  cost  of  $18,800,  the  following  real  estate, 
situated  in  Stockton  and  adjoininj?  the  tracks  of  Southern  Pacific 
Company  and  The  Western  Pacific  Railroad  Company : 

Lots  two  (2),  four  (4),  six  (6),  thirteen  (T^)  and  fourteen  (14) 
and  the  south  twenty-five  (25)  feet  of  lots  one  (1),  three  (3)  and  five  (5) 
in  block  two  hundred  twelve  (212),  east  of  Center  street. 

Applicant  proposes  to  sell  the  remaining  $190,000  of  stock  at  par, 
and  to  pay  not  exceeding  15  per  cent  of  the  proceeds  as  brokerage 
commission  for  its  sale.  Of  the  remaining  proceeds,  it  intends  to  use 
$18,800  to  purchase  the  above  described  real  estate,  about  $140,000  to 
erect  a  three-story  reinforced  concrete  warehouse  with  full  basement 
and  with  an  available  floor  space  of  100,000  square  feet,  and  the  balance 
for  working  capital.  C.  P.  Stanbrough,  applicant's  vice  president, 
testified  that  he  believed  real  necessity  exists  for  the  establishment  of 
an  additional  warehouse  business  in  Stockton  and  that  no  difficulty 
would  be  encountered  in  disposing  of  the  entire  issue  of  stock  at  par. 

In  my  opinion  there  has  been  no  satisfactory  showing  made  justifying 
the  issue  of  $10,000  of  stock  to  pay  promotion  expenses  and  as  con- 
sideration for  the  assignment  of  options  to  applicant.  The  order  herein 
will  authorize  the  issue  of  $5,000  of  stock  for  this  purpose.  The  order 
will  further  authorize  applicant  to  expend  not  exceeding  15  per  cent  of 
the  proceeds  from  the  sale  of  stock  to  pay  commissions  for  selling  the 
stock  and  to  pay  organization  expenses,  including  cost  of  incorporation 
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and  attorney's  fees.  It  is  expected  that  applicant's  stock  will  be  sold 
at  the  least  possible  expense  and  that  none  of  applicant's  officers  will 
make  any  profit  through  the  sale  of  its  securities.  The  Commission 
expects  the  stock  to  be  sold  at  par  for  cash.  In  the  event  that  a  sub- 
scriber is  unable  to  make  full  cash  payment,  the  balance  due  may  be 
noted  on  the  subscription  blank.  Under  no  circumstances  shall 
applicant  accept  notes  in  payment  for  stock  sold,  nor  shall  any  stock 
be  issued  until  fully  paid  for. 

Any  prospectus  that  may  be  issued,  as  well  as  any  stock  subscription, 
agreement  or  other  literature  distributed  by  applicant  shall  recite  that 
the  order  of  the  Commission  authorizing  the  issue  of  stock  is  permissive 
only  and  does  not  constitute  a  recommendation  or  endorsement  of  the 
Railroad  Commission  of  said  stock. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Stockton  Commercial  Warehouse  Company,  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  stock,  a  public  hearing 
having  been  held,  and  it  appearing  to  the  Railroad  Commission  that  the 
money,  property  or  labor  to  be  procured  or  paid  for  by  such  issue  is 
reasonably  required  for  the  purpose  or  purposes  specified  herein,  and 
that  the  expenditures  for  such  purpose  or  purposes  are  not  in  whole  or 
in  part  reasonably  chargeable  to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  Stockton  Commercial  Warehouse  Company 
be  and  it  is  hereby  authorized  to  issue  $195,000  of  its  common  capital 
stock. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

(1)  $5,000  of  the  stock  herein  authorized  may  be  issued  to  Stanbrough 
and  Burkett  for  the  purposes  recited  in  the  preceding  opinion. 

(2)  The  remaining  $190,000  of  stock  shall  be  sold  at  par  for  cash, 
and  the  proceeds  used  as  follows : 

(a)  Not  exceeding  15  per  cent  of  the  proceeds  to  pay  brokerage 
commissions  and  organization  expenses,  including  attorney's  fees. 

(6)  Not  exceeding  $18,800  to  pay  for  the  real  estate  described  in  the 
foregoing  opinion  and  in  this  application. 

(c)  Approximately  $140,000  to  pay  the  cost  of  constructing  the 
warehouse  building  referred  to  in  this  application. 

(d)  The  balance  of  the  proceeds  may  be  used  for  working  capital. 
(8)  Applicant  shall  file  with  the  Commission  the  name  and  postoffice 

address  of  each  stock  subscriber,  with  the  amount  of  stock  subscribed 
and  payments  made  by  each  subscriber. 

(4)  Applicant  shall  file  with  the  Commission  a  copy  of  its  prospectus, 
if  any  is  printed  and  distributed,  copy  of  its  stock  subscription  agree- 
ment, and  a  copy  of  each  and  every  agreement  under  the  terms  of  which 
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any  individual  or  individuals  are  employed  to  act  as  agents  or  salesmen 
for  applicant,  to  sell  the  stock  herein  authorized. 

(5)  On  each  stock  subscription  agreement  and  on  any  prospectus 

distributed  by  applicant,  shall  appear  this  language : 

While  the  Railroad  Commission  has  authorized  the  issue  and  sale  of  this  stock, 
its  order  is  permissive  only  and  does  not  constitute  a  recommendation  or  endorsement 
of  the  stock. 

(6)  Stockton  Commercial  Warehouse  Company  shall  keep  such 
record  of  the  issue  and  sale  of  the  stock  herein  authorized  and  of  the 
disposition  of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the 
twenty-fifth  day  of  each  month,  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far  as 
applicable,  is  made  a  part  of  this  order. 

(7)  The  authority  herein  granted  will  apply  only  to  such  stock  as 
may  be  issued,  sold  and  delivered  on  or  before  December  31,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  June,  1921. 


Decision  No.  9190. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  CALIFORNIA-ORECJON 
POWER  COMPANY,  A  (CORPORATION,  FOR  AN  ORDER  OF  THE 
RAILROAD  COMMISSION  OF  THE  STATE  OF  CALIFORNIA, 
AUTHORIZING  THE  ISSUANCE  OF  BONDS,  THE  EXECUTION  OF 
A  MORTGAGE  OR  DEED  OF  TRUST  TO  SECURE  THE  SAME,  AND 
THE  EXECUTION  AND  DELIVERY  OF  TEMPORARY  CERTIFI- 
CATES TO  BE  THEREAFTER  EXCHANGED  FOR  SAID  BONDS. 


Application  No.  6574. 
Decided  June  30,  1921. 


By  THE  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 
Whereas,  the  Railroad  Commission  by  Decision  No.  8731,  dated 
March  10,  1921,  authorized  The  California-Oregon  Power  Company  to 
issue  and  sell,  at  not  less  than  95  per  cent  of  face  value,  plus  accrued 
interest,  $1,849,000  of  interim  certificates  and  to  issue  in  exchange  for 
such  interim  certificates,  $1,849,000  of  first  and  refunding  mortgage 
sinking  fund  7^  per  cent  gold  bonds,  subject  among  others,  to  the 
condition  that : 

None  of  the  $1,849,000  of  bonds  Khnll  be  issued  nnd  delivered  until  the  Commis- 
sion by  supplemental  order  has  authorized  the  execution  of  a  mortgage  or  trust 
deed  securing  the  payment  of  said  bonds.  Pending  the  delivery  of  said  bonds,  all 
moneys  received  from  the  sale  of  the  interim  certificates  or  from  the  sale  of  bonds, 
shall  be  deposited  with  a  trustee  or  trustees  under  a  proper  escrow  agreement,  and 
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after   being    released,    expended    only   for   such    purposes    as    the   Commission    may 
authorize  in  a  supplemental  order  or  orders. 

And 

Whereas,  a  revised  copy  of  the  proposed  mortgage  or  deed  of  trust 
securing  the  payment  of  an  authorized  issue  of  $10,000,000  of  first 
and  refunding  mortgage  sinking  fund  gold  bonds  was  filed  with  the 
Railroad  Commission  by  The  California-Oregon  Power  Company  on 
June  28,  1921;  and 

Whereas,  The  California-Oregon  Power  Company,  in  its  supplemental 
application,  filed  in  the  above  entitled  matter  on  June  27,  1921,  asks 
the  Railroad  Commission  for  an  order  authorizing  it  to  execute  its 
proposed  mortgage  or  deed  of  trust  and  to  use  the  proceeds  from  the 
sale  of  the  bonds  (or  interim  certificates)  to  pay  floating  indebtedness, 
construction  expenditures  and  reorganization  expenses,  referred  to  in 
Decision  No.  8731,  and  in  the  supplemental  application  herein ;  and 

Whereas,  it  appears  to  the  Railroad  Commission  that  applicant 
should  be  permitted  to  use  $824,900  of  the  proceeds  to  pay  the  floating 
indebtedness  assumed  by  applicant  in  connection  with  the  acquisition 
of  the  business,  property  and  assets  of  California-Oregon  Power  Com- 
pany and  that  the  remainder  of  the  proceeds  should  be  deposited  in  a 
special  fund  and  expended  only  as  authorized  by  the  Railroad  Com- 
mission in  supplemental  order  or  orders  upon  the  filing  by  applicant 
of  detailed  statements  of  it»s  construction  expenditures  and  reorganiza- 
tion expenses; 

And  the  Commission  having  considered  the  terms  and  conditions  of 
the  proposed  mortgage  or  deed  of  trust  and  being  of  the  opinion  that 
applicant  should  be  permitted  to  execute  a  mortgage  or  deed  of  trust 
substantially  in  the  same  form  as  that  heretofore  filed  with  the  Com- 
mission and  referred  to  herein,  and  that  the  expenditures  herein 
authorized  are  not  in  whole  or  in  part  reasonably  chargeable  to  operat- 
ing expenses  or  to  income ;  now,  therefore ; 

It  is  hereby  ordered,  that  The  California-Oregon  Power  Company  be 
and  it  is  hereby  authorized  to  execute  a  mortgage  or  deed  of  trust  sub- 
stantially in  the  same  form  as  the  revised  copy  filed  with  the  Commis- 
sion in  this  proceeding  on  June  28,  1921 ; 

Provided,  that  the  authority  herein  granted  to  execute  a  mortgage 
or  deed  of  trust  is  for  the  purpose  of  this  pr(x?eeding  only,  and  is 
granted  in  so  far  as  this  Commission  has  jurisdiction  under  the  terms 
of  the  Public  Utilities  Act  and  is  not  intended  as  an  approval  of  said 
mortgage  or  (Umh!  of  trust  as  to  such  other  legal  requirements  to  which 
said  mortgage  or  deed  of  trust  may  be  subject. 

It  is  hereby  further  ordered,  that  The  California-Oregon  Power  Com- 
pany be  and  it  is  hereby  authorized  to  use  $824,900  of  the  proceeds 
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obtained  from  the  sale  of  bonds  (or  interim  certificates)  authorized  to 
be  issued  by  Decision  No.  8731,  dated  March  10,  1921,  to  pay  the 
floating  indebtedness  referred  to  in  said  Decision  No.  8731,  and  in  the 
supplemental  application  herein. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8731, 
dated  March  10,  1921,  shall  remain  in  full  force  and  effect,  except  as 
modified  by  this  first  supplemental  order.  • 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  June,  1921. 


Decision  No.  9192. 


IN  THE  MATTER  OF  TUB  APPLICATION  OF  RICE  TRANSPORTATION 
COMPANY.  A  CORPORATION.  FOR  AN  ORDER  AUTHORIZING  THE 
ISSITANCE  OF  TEN  THOUSAND  FIVE  HUNDRED  THREE  SHARES 
OF  STOCK. 


Application  No.  6949. 
Decided  June  30,  1921. 


George  i/.  Pierson^  for  Applicant. 

LovELAND.   CommMsioner. 

OPINION. 

Rice  Transportation  Company  asks  permission  to  issue  10,503  shares 
($10,503)  of  its  common  stock  to  acquire  properties  and  to  pay  part 
of  the  indebtedness  which  it  asks  permission  to  assume. 

Rice  Transportation  Company  was  oriranized  on  or  about  April  7, 
1921.  The  company  has  an  authorized  stock  issue  of  $100,000  divided 
into  $50,000  of  common  (50,000  shares)  and  $50,000  of  10  per  cent 
cumulative  preferred  (50,000  shares).  The  preferred  stock,  under 
applicant's  present  articles  of  incorporation,  has  a  preference  as  to 
earnings  only.  If  the  company  hereafter  concludes  to  ask  permission 
to  issue  any  of  the  preferred  stock,  consideration  should  be  given  to  the 
amendment  of  its  articles  of  incorporation,  so  that  the  preferred  stock 
will  have  a  preference  over  the  common  stock,  both  as  to  earnings 
and  assets.  Consideration  should  also  be  given  to  the  reduction  of  the 
rate  of  dividend.  This  Commission  does  not  pass  upon  the  terms  and 
provisions  of  a  company 's  articles  of  incorporation  until  such  company 
asks  permission  to  issue  stock.  Under  the  Public  Utilities  Act,  the 
Commission  may  attach  to  the  exercise  of  its  permission  to  issue  stock 
such  a  condition  or  conditions  as  it  may  deem  reasonable  and  necessary. 

Pursuant  to  the  authority  granted  in  Decision  No.  8135,  dated  Sep- 
tember 23,  1920,  J.  R.  Cleaveland  acquired  the  operative  rights  and 
properties  formerly  owned  by  the  Rice  Auto  Delivery.  He  now  pro- 
poses to  transfer  these  operative  rights  and  properties,  together  w^ith 
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other  properties  acfjuired  sinee  September  23,  1920,  to  the  Rice  Trans- 
portation Company.  The  properties  which  he  intends  to  transfer 
consist  of  one  2J-ton  Transport  truck,  two  2-ton  Autocar  trucks,  four 
Ford  trucks  with  attachment,  office  supplies  and  miscellaneous  equip- 
ment. Applicant  reports  the  value  of  the  automobile  equipment  and 
other  properties  which  it  intends  to  acquire  from  G.  R.  Cleaveland  at 
$12,641.80.  Thei;^  is  now  due  on  the  auto  trucks  $5,641.80,  leaving 
a  net  investment  of  $7,000.  Applicant  asks  permission  to  issue  to 
G.  R.  Cleveland  in  payment  for  the  properties  $7,000  of  its  common 
stock  and  to  assume  the  payment  of  the  $5,641.80  due  on  the  auto- 
mobile equipment. 

The  transfer  of  the  o[)erative  rijrhts  is  authorized  by  an  order  in 
Application  No.  6759. 

Applicant  also  asks  permission  to  issue  and  sell  for  par  three  (3) 
shares  of  its  stock  to  its  directors  and  3500  shares  ($3,500)  to  Mary 
K.  Crane.  Approximately  one-half  of  the  proceeds  would  be  used  by 
applicant  to  pay  indebtedness  which  it  asks  permission  to  assume  and 
the  remainder  to  acquire  an  additional  truck. 

The  record  shows  that  applicant  is  in  need  of  additional  equipment 
to  properly  handle  its  business. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Rice  Transportation  Company  havin«r  asked  permission  to  issue 
10,50?  shares  ($10,503  par  value)  of  its  common  stock,  a  public  hearing 
having  been  held  and  the  Commission  being  of  the  opinion  that  the 
money,  property  or  labor  which  applicant  intends  to  acquire  through 
the  issue  of  such  stock  is  reasonably  required  by  applicant  and  that 
this  application  should  be  granted  subject  to  the  conditions  of  this 
order ; 

It  is  hereby  ordered^  that  Rice  Transportation  Company  be  and  it  is 
her(»by  authorized  to  issue  10,503  shares  ($10,503  par  value)  of  its 
common  stock  and  to  assume  the  payment  of  not  more  than  $5,641.80 
due  on  automobile  equipment  which  it  is  herein  authorized  to  acquire 
through  the  issue  of  stock. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  Of  the  stock  herein  authorized,  7000  shares  may  be  issued  by 
applicant  to  (I.  R.  Cleaveland  in  part  payment  for  the  automobile 
equipment  and  properties  described  in  Exhibit  '*E''  filed  in  this  appli- 
caticm. 

2.  Three  (3)  shares  of  the  stock  lieroin  authorized  may  be  sold  by 
applicant  at  not  less  than  par  to  its  directors  and  the  proceeds  used 
for  working  capital. 
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3.  Three  thousand  live  hundnHl  dollars  of  the  stoek  herein  authorized 
may  be  sold  by  applicant  for  not  less  than  par  and  approximately 
one-half  of  the  proceeds  used  to  pay  part  of  the  indebtedness  which 
applicant  is  herein  authorized  to  assume,  and  the  remainder  to  acquire 
an  additional  automobile  truck. 

4.  Rice  Transportation  Company  shall  keep  such  record  of  the  issue 
and  sale  of  the  stock  herein  authorized  and  of  the  disposition  of  the 
proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day  of 
each  month  a  verified  report  as  required  by  the  Kailroad  Commission's 
(ieneral  Order  No.  2-4,  which  order  in  so  far  as  applicable  is  made  .a 
part  of  this  order. 

5.  The  authority  herein  granted  will  apply  only  to  such  stock  as  may 
be  issued,  sold  and  delivered  on  or  before  October  1,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  June,  1921. 


Decision  No.  9195. 

A.  HANCOCK,  C.  8.  PILLMOKB,  K.  B.  RANKIN  WV  AL. 

VS. 

EAST    SIDE    CUNATi    CX)MPANY,    KERN    ISLAND    IRRKJATINO    CANAL 
COMPANY   AND   KERN   COUNTY   CANAL  AND   WATER   COMPANY. 


Case  No.  1250. 
Decided  ^une  30,  1921. 


AVaTER     UtHJTY — PRKreRENTIAL     CONTRACTl'AL     RlCIITS — DEDICATION     TO     PUBLIC 

CsE. — It  is  held  to  be  fundamental  in  public  service  that  utilities  can  not  dis- 
criminate between  consumers  in  Kivin^^  s?rvic ».     (  ontrnt  Is  providing  for  prcfei-- 
ential  rights  subject  to  jurisdiction  of  the  ('ommission. 
Prescriptive  Rights. — It  is  held  that  users  who  through  a  long  period  of  years 
have  received  a  certain  supply  of  water  are  entitled  to  a  continuance  of  use 
of  that  water. 
East  Side  Canal  Company  ordered  to  put  into  effect  rotation  schedule  for  deliv- 
eries of  water  and  to  put  its  system  in   order  to  handle  the  maximum  amount  of 
water  to  which  it  is  entitled. 

Kern  Island  Irrigating  Canal  Comptmy  directed  to  deliver  to  East  Side  Canal 
('ompany  for  resale  a  minimum  of  25..'jOO  acre  feet  of  water  a  year,  with  provision 
for  proration  as  to  water  available. 

James  t\  Farrahcr^  for  Complainants. 

Edward  J.  McCutchen^  Allan  F.  Matthew  and   \V.  B.  Jfcnishy,  for  Defendants. 

E.  F.  lirittain,  for  certain  water  users  of  Kern   Island   Irrigating  Canal  Company, 

Intervenors. 
O.  G.  DupVf  ^or  Edward  T.  Houghton  and  the  estate  of  R.  E.  Houghton. 

By  the  Commission. 

OPINION  ON  REHEARING. 

This  is  a  proceeding  on  application  for  rehearing  in  which  defendants 
East  Side  Canal  Company  and  Kern  Island  Irrigating  Canal  Company 


Digitized  by 


Google 


206  CALm)RNU  RAILROAD  COMMLSSlON   DECISIONS. 

ask  this  Commission  to  grant  a  rehearing  and  set  aside  and  annul  its 
order  heretofore  rendered  in  this  proceeding,  Decision  No.  6383,  dated 
June  3,  1919. 

The  scope  of  this  proceeding  is  such  that  it  involves  the  right  of  the 
users  of  water  under  some  sixteen  canal  companies  in  Kern  County, 
delivering  water  for  the  irrigation  of  150,000  to  175,000  acres  of  land, 
to  receive  service,  and  whether  or  not  the  consumers  of  the  East  Side 
Canal  Company  shall  receive  additional  water  over  and  above  that 
which  they  have  heretofore  received  under  a  contract  between  the  East 
Side  Canal  Company  and  the  Kern  Island  Irrigating  Canal  Company. 
Therefore,  for  the  sake  of  clarity  and  definiteness,  it  appears  advisable 
that  the  entire  situation  be  reviewed  herein. 

The  complainants  in  this  proceeding  allege  in  effect  that  defendant 
East  Side  Canal  Company  has  for  many  years  owned  and  operated  what 
is  known  as  the  East  Side  Canal,  about  twenty  miles  long,  diverting 
water  from  Kern  River  near  Bakersfield,  with  a  right  to  divert  a  con- 
tinuous flow  of  from  100  to  150  cubic  feet  per  second.  It  is  further 
alleged  that  this  water  is  appurtenant  to  and  necessar>^  for  the  irrigation 
of  6351  acres  of  land ;  that  East  Side  Canal  Company  has  neglected  and 
refused  to  clean  out  the  canal  so  as  to  enable  it  to  carry  its  full  quota 
of  water  to  its  consumers,  to  keep  water  in  the  canal  to  its  capacity,  and 
to  supply  complainants  with  the  water  to  which  their  lands  are  entitled, 
except  at  uncertain  intervals  and  in  insufficient  quantities;  that 
defendants  Kern  Island  Irrigating  Canal  Company  and  Kern  County 
Canal  and  Water  Company  are  corporations  claiming  to  have  an  interest 
in  or  control  over  East  Side  Canal  Qompany,  and  that  each  of  them 
joins  in  and  authorizes  the  acts  complained  of.  Complainants  ask  that 
this  Commission  issue  an  order  directing  defendant  East  Side  Canal 
Company  to  place  its  canal  in  proper  carrying  condition  to  divert  water 
into  the  canal  to  its  full  carrying  capacity,  and  deliver  to  complainants 
continuously  throughout  the  irrigation  season  the  water  to  which  they 
are  entitled,  and  for  such  other  relief  as  may  be  warranted. 

Defendants'  answer  denies  that  East  Side  Canal  Company  has  any 
rights  to  the  waters  of  Kern  River  except  by  virtue  of  two  contracts 
with  Kern  Island  Irrigating  Canal  Company,  and  alleges  further  that 
all  water  to  which  it  is  entitled  under  the  contracts  has  been  delivered 
to  East  Side  Canal  Company  for  use  on  approximately  6311  acres ;  that 
East  Side  Canal  Company  has  kept  its  canal  in  good  condition,  and 
has  distributed  to  its  consumers  all  the  water  to  which  they  are  entitled ; 
that  Kern  County  Canal  and  Water  Company  is  the  owner  of  all  the 
capital  stock  of  the  East  Side  Canal  Company  except  qualifying  shares ; 
that  Kern  Island  Irrigating  Canal  Company  has  no  interest  in  or  control 
of  the  East  Side  Canal  Company,  and  that  none  of  the  defendants  have 
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violateil  any  rights  of  complainants  or  have  neglected  or  refused  to 
discharge  any  of  their  obligations. 

Public  hearings  were  held  in  this  proceeding,  the  matter  was 
submitted,  and  the  Commission  rendered  its  decision,  which  is  No.  6383, 
directing  East  Side  Canal  Company  to  file  rules  and  regulations  pro- 
viding for  the  establishment  of  a  rotation  schedule  of  deliveries  of 
water;  that  Kern  Island  Irrigating  Canal  Company  prorate  its  water 
supply  among  each  of  its  consumers,  including  East  Side  Canal  Com- 
pany, in  proportion  to  the  total  amount  of  water  available  and  the  needs 
of  all  individual  consumers,  and  that  Kern  Island  Irrigating  Canal 
Company  furnish  a  copy  of  the  detailed  computation  by  which  it  arrives 
at  its  conclusion  as  to  the  prorata  quantity  of  water  to  be  delivered  to 
said  East  Side  Canal  Company. 

Certain  other  minor  clauses  were  contained  in  the  order  relating  to 
time  of  filing,  etc.  Subsequently,  defendants  East  Side  Canal  Company 
and  Kern  Island  Irrigating  Canal  Company  filed  a  petition  asking  that 
a  rehearing  be  granted  them  on  the  ground  that  the  Commission  erred 
in  its  findings : 

That  no  jurisdictional  question  is  raised  by  either  party. 

That  the  defendant  East  Side  Canal  Company  is  a  consumer  of 
defendant  Kern  Island  Irrigating  Canal  Company,  and  entitled  to 
receive  water  from  that  company  in  the  same  manner  as  consumers 
served  by  said  Kern  Island  Irrigating  Canal  Company. 

That  the  Commission  erred  in  failing  to  find  and  conclude  that  the 
right  of  defendant  East  Side  Canal  Company  to  receive  water  from  the 
defendant  Kern  Island  Irrigating  Canal  Company  is  derived  from 
certain  contracts  entered  into  between  said  companies. 

That  the  Commission  erred  in  failing  to  find  and  conclude  that  the 
rights  of  complainants  to  receive  service  from  the  East  Side  Canal 
Company  are  limited  to  the  amount  of  water  secured  to  them  by  virtue 
of  their  several  contracts  with  said  company. 

That  the  Commission  erred  in  ordering  that  Kern  Island  Irrigating 
Canal  Company  prorate  its  water  supply  between  each  of  its  consumers, 
including  East  Side  Canal  Company,  without  regard  to  and  excepting 
from  said  order  the  superior  rights  of  holders  of  water  rights  against 
the  said  defendant  Kern  Island  Irrigating  Canal  Company  by  virtue 
of  certain  contracts,  viz,  the  so-called  swamp  land  contract,  the  water 
settlement  contract,  Bloomfield  Land  Association  contract,  the  Solomon 
Jewett  contract,  the  Balfour-Guthrie  Investment  Company  contract, 
and  the  Castro  contract.  All  of  these  contracts  are  of  record  herein 
and  are  referred  to  by  the  Commission  in  its  Decision  No.  6383. 

That  the  Commission  erred  in  not  finding  that  certain  lands  furnished 
with  water  by  the  Kern  Island  Irrigating  Canal  Company  prior  to  the 
furnishing  of  water  service  by  defendant  East  Side  Canal  Company 
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to  any  of  the  lands  of  complainants  have  prior  and  superior  rights  to 
those  of  complainants,  and  that  the  Commission  has  not  regularly 
pursued  its  authority  in  making  its  findings  and  conclusions  contained 
in  said  order. 

Subsequent  to  the  filing  of  this  petition  for  rehearing,  the  Commission 
rendered  an  order  granting  an  extension  of  the  effective  date  of 
Decision  No.  6383  during  the  pendency  of  the  application  for  rehearing. 
Arguments  on  the  question  of  rehearing  were  heard,  and  an  order  was 
made  granting  a  rehearing.  Public  hearings  were  later  held  in  Bakers- 
field  and  San  Francisco,  briefs  were  filed  and  the  matter  is  now  ready 
for  decision. 

The  principal  issues  involved  in  this  proceeding  may  well  be 
subdivided  into  two  general  classifications.  The  one  is  jurisdictional 
and  involves  the  power  of  this  Commission  to  regulate  the  distribution 
of  water  by  these  companies,  regardless  of  certain  outstanding  contracts 
which  purport  to  give  to  certain  consumers  preferential  rights  and  limit 
the  supply  of  water  delivered  to  others.  The  second  is  the  question  of 
whether  or  not  water  will  be  taken  from  one  group  of  consumers  and 
given  to  another,  it  being  claimed  by  the  group  desiring  water  that  there 
is  delivered  to  the  other  group  of  consumers  more  water  than  is 
necessary  for  the  irrigation  of  their  lands.  The  record  shows  that  the 
entire  water  supply  available  to  defendant  companies  is  now  being 
utilized,  and  that  therefore,  if  the  complainants  herein  are  given  an 
additional  supply  of  water  it  would  necessarily  follow  that  other 
consumers  would  receive  a  lesser  supply  than  heretofore. 
•  The  district  involved  in  this  proceeding  receives  its  water  suplt)ly  for 
irrigation  from  sixteen  canal  companies,  all  of  which  are  subsidiary 
companies  of  the  Kern  County  Canal  and  Water  Company,  which,  in 
turn,  is  subsidiary  to  the  Kern  County  Land  Company.  These  canal 
companies  either  divert  the  water  utilized  by  them  directly  from  the 
Kern  River  or  receive  their  supply  from  another  of  the  group.  The 
total  area  irrigated  is  from  150,000  to  175,000  acres.  These  companies 
are  the  Kern  Island  Irrigating  C^nal  Company,  East  Side  Canal  Com- 
pany, Anderson  Canal  Company,  Buena  Vista  Canal  Company,  Central 
Canal  Company  (Calloway),  Gates  Canal  Company,  Goose  Lake  Canal 
Company,  Farmers  Canal  Company,  James  Canal  Company,  James  & 
Dixon  Canal  Company,  Joyce  Canal  Company,  Kern  River  Canal  and 
Irrigating  Company  (Beardsley),  Lerde  Canal  Company,  Pioneer 
Canal  Company,  Plunkett  Canal  Company  and  Stine  Canal  Company. 

The  source  of  the  water  supply  of  all  of  these  companies  is  the  Kern 
River,  and  the  right  to  divert  water  therefrom  and  the  amount  of  the 
diversion  was  practically  settled  by  a  contract  entered  into  July  28, 
1888,  between  Henry  Miller  et  al.,  parties  of  the  first  part,  and  James  B. 
Haggin  et  al.,  parties  of  the  second  part,  which  contract  is  commonly 
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known  as  the  ** water  settlement  contract."  The  parties  to  this  agree- 
ment claimed  to  collectively  own  all  of  the  water  of  the  Kern  River,  and 
the  purpose  of  entering  into  the  a^eement  was  to  settle  and  terminate 
litigation  relative  to  their  respective  rights  to  the  waters  of  Kern  River, 
Bnena  Vista  Slough  and  other  sloughs  and  channels.  This  water  settle- 
ment contract  was  later  made  a  part  of  what  is  commonly  known  as  the 
Shaw  decree,  which  decree  was  the  result  of  the  aforementioned  litiga- 
tion and  was  rendered  by  Judge  Lucien  Shaw  of  the  Superior  Court  of 
Kern  County.  The  decree  and  the  water  settlement  contract  provides 
that: 

Kem  Island  Irrigating  Canal  Company  is  entitled  to  the  first  right  to  divert  300 
cubic  feet  per  second  of  water,  and  as  to  the  excess  oi  its  rights  over  300  cubic  feet, 
its  rights  are  superior  to  the  rights  of  other  interested  parties  except  Kern  County 
Canal  and   Water  Company. 

It  is  also  provided  that  the  Kern  Island  Irrigating  Canal  Company  is 
entitled  to  its  proportion  (as  one  of  the  second  parties)  of  two-thirds  of 
the  excess  during  the  six  summer  months  of  March  to  August,  inclusive, 
each  year,  and  to  its  proportion  (as  one. of  the  second  parties),  of  all 
of  the  excess  during  the  six  remaining  winter  months,  if  the  water  be 
diverted  by  second  parties  before  reaching  a  specified  point. 

The  Kem  Island  Irrigating  Canal  Company  has  been  and  is  now 
diverting  this  water  and  has  sold  it  to  irrigators  whose  land  can  be 
supplied  from  their  ditches,  and  has  also  delivered  a  part  of  this  water 
supply  to  other  companies  for  resale  by  them.  Some  of  these  other 
canal  companies  have  the  right  to  divert  water  from  the  Kem  River, 
and  water  is  sold  to  them  by  the  Kern  Island  Irrigating  Canal  Com- 
pany at  such  times  as  the  quantity  of  water  which  these  canal  companies 
have  the  right  to  divert  from  Kern  River  is  insufficient  for  the  needs 
of  their  consumers.  The  record  shows  that  this  has  occurred  each  year 
for  a  number  of  years. 

It  is  clearly  established  in  our  opinion  that  Kem  Island  Irrigating 
Canal  Company  and  East  Side  Canal  Company  are  operating  as  public 
utilities.  The  Kem  Island  Irrigating  Canal  Company  claims,  however, 
that  there  are  certain  private  contractual  rights  which  they  are  obligated 
to  fulfill,  and  which  create  rights  preferential  and  prior  to  those  of  its 
other  consumers. 

The  principle  that  a  company  may  have  dedicated  only  a  portion  of 
its  water  supply  to  a  public  use,  and  that  the  remainder  may  be  devoted 
to  a  private  use  is  well  established  by  the  decisions  of  the  higher  courts. 
Although  this  may  be  true  in  general,  it  remains  to  be  determined  as  to 
whether  or  not  defendant  Kern  Island  Irrigating  Canal  Company,  in 
this  instance,  had  by  its  acts  dedicated  its  entire  water  supply  to  a 
public  use  prior  to  entering  the  contractual  relations  which  it  contends 
are  matters  without  the  control  of  this  Commission,  and  whether  or  not 
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the  delivery  of  water  to  the  holders  of  these  contracts  is  subject  to  the 
regulation  and  control  of  this  Commission. 

For  the  purpose  of  determining  whether  or  not  the  original  incorpo- 
rators of  the  Kern  Island  Irrigating  Canal  Company  intended  to  or  did 
dedicate  their  entire  service  to  a  public  use,  the  history  of  this  company 
since  its  incorporation,  and  any  acts  prior  to  its  incorporation  by  its 
predecessors,  which  would  tend  to  show  the  intent  to  dedicate,  have 
been  carefully  studied  and  will  next  be  discussed. 

It  appears  from  the  evidence  that  in  1870,  or  prior  thereto,  one 
Colonel  Thomas  Baker,  the  founder  of  Bakersfield,  constructed  a  canal 
to  what  is  known  as  **The  Mill."  This  ditch  was  utilized  for  the 
purpose  of  generating  power  to  operate  the  mill  in  question,  and  also 
for  irrigation.  Mr.  H.  A.  Jastro,  president  of  the  Kem  Island  Irri- 
gating Canal  Company,  stated  that  when  he  first  came  to  Kern  County 
in  1870,  some  lands  were  irrigated  around  Bakersfield  from  this  canal 
and  also  lands  in  the  so-called  Canfield  country  and  along  the  South 
Fork  channel. 

The  evidence  shows  that  Colonel  Baker  started  to  build  what  is  now 
the  Kern  Island  Irrigating  Canal  Company's  system,  and  that  later  it 
was  acquired  by  H.  P.  Livermore  of  Livermore  &  Chester,  and  that  the 
canal  was  completed  under  the  administration  of  Mr.  A.  R.  Jackson. 

The  Kem  Island  Irrigating  Canal  Company  was  incorporated  in 
October,  1870.  Its  original  articles  of  incorporation  state  in  part  as 
follows : 

The  undersigned  citizens  of  the  United  States,  desirinj?  to  form  a  joint  stock 
company  for  the  purposes  hereinafter  specified,  do  hereby  certify  our  mutual  agree- 
ment to  incorporate  under  the  laws  of  the  State  of  California,  in  manner  and  form 
as  follows : 

1.  The  corporate  name  of  the  company  shall  be  the  "Kem  Island  Irrigating 
Canal  Company." 

2.  The  objects  of  the  company  shall  be  to  protect  from  overflow  and  to  supply 
with  water  for  agricultural,  domestic  and  manufacturing  purposes  the  following 
described  territory  situate  in  Kem  County  and  bounded  on  the  north  by  Kern  River, 
east  by  the  east  boundary  of  range  twenty-eight  east.  United  States  surveys  from 
Mount  Diablo,  south  by  Kern  Lake  and  a  line  drawn  east  from  the  eastern  extremity 
thereof,  and  west  by  that  channel  of  Kern  River  commonly  known  as  "Old  River." 

"While  no  conclusive  evidence  was  submitted  to  show  specifically  under 
what  law  of  this  state  this  company  was  incorporated,  it  appears  to  have 
been  under  the  act  of  April  14,  1853,  and  the  several  acts  amendatory 
thereof  and  supplemental  thereto.  This  act,  as  modified  by  the  act  of 
May  14,  1862,  which  was  supplemental  to  it,  provided  that  corporations 
could  be  formed  for  the  construction  of  canals  for  the  transportation  of 
passengers,  for  the  purpose  of  irrigation  or  water  power,  for  the  con- 
veyance of  w^ater  for  mining  or  manufacturing  purposes,  or  for  all  such 
purposes. 

It  also  provided  that  such  corporations  should  have  power  to 
**  establish,  collect  and  receive  rates,  water  rents  or  tolls,  which  shall  be 
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subject  to  regulation  by  the  board  of  supervisors,"  and  also  the  power 
to  exercise  the  right  of  eminent  domain.  This  act  in  effect  gives  to 
corporations  organized  under  it  the  power  to  act  as  public  service  corpo- 
rations for  the  supply  of  water  for  irrigation.  The  act  of  April  2,  1870 
(Stats.  1870,  660),  is  supplemental  to  the  act  of  April  14,  1853,  and  the 
act  of  1862.  This  act  is  substantially  similar  to  the  act  of  1862  except 
that  it  prescribes  the  mode  for  condemning  private  property  for  cor- 
porate purposes,  and  contains  nothing  corresponding  to  section  3  of  the 
act  of  1862,  which  section  provides  that  tlie  rates  established  by  the 
company  shall  be  ''subject  to  regulation  by  the  board  of  supervisors." 

This  act  expressly  repeals  all  parts  of  other  acts  which  are  in  conflict 
therewith.  It  appears  that  the  provisions  of  section  3  of  the  act  of 
1862  do  not  conflict  with  the  act  of  1870,  but  are  entirely  consistent 
therewith.  Both  statutes  were  in  force  when  this  company  was  organ- 
ized, and  it  has,  potentially,  at  least,  the  powers  conferred  by  both. 
Thus  it  appears  that  Kern  Island  Irrigating  Canal  Company  had  the 
power,  under  its  articles  of  incorporation,  to  act  as  a  public  utility 
company  in  distributing  and  selling  its  water. 

On  December  27,  1870,  a  contract  was  entered  into  between  Kern 
Island  Irrigating  and  Canal  Company  and  the  trustees  of  Swamp  Land 
District  No.  Ill,  which  swamp  land  district  is  included  within  the  area 
of  service  of  the  Kern  Island  Irrigating  and  Canal  Company  as  set  out 
in  its  original  articles  of  incorporation.  This  contract  is  generally 
known  as  the  *' Swamp  Land  Contract."  It  provided  that  Kern  Island 
Irrigating  Canal  Company  would  construct  within  two  years  and  keep 
in  repair  a  levee  to  prevent  the  overflow  of  the  Kern  River ;  that  it  would 
build  a  levee  around  Kern  Lake  and  build  a  canal  with  all  necessary 
gates  and  flumes  from  Kem  River  to  a  point  near  the  southerly 
boundary  of  township  29.  All  levees  and  canals  were  to  be  the  property 
of  the  Canal  Company.  Swamp  Land  District  No.  Ill  agreed  that  the 
landowners  within  the  district  would  pay  to  the  Canal  Company  the 
sum  of  $16,240  for  which  each  land  owner  in  the  district  was  to  receive 
one  share  of  stock  in  the  canal  company  for  each  $50  so  paid. 
Furthermore,  the  swamp  land  district  agreed  to  furnish  rights  of  way. 
The  contract  also  contained  the  following  provisions : 

And  the  said  party  of  the  second  part  further  agrees,  that  all  work  done  by  said 
company  shall  be  held  as  the  private  property  of  the  said  Kem  Island  Irrigating 
Canal  Company,  with  the  right  to  use  and  dispose  of  the  same  and  of  the  water 
passing  through  said  canal  and  of  all  other  extensions,  canals  or  ditches  made  or  to 
be  made  by  said  company.  And  the  said  trustees  further  agree  to  insure  the  right 
of  way  and  all  rightfi  and  privileges  necessary  for  the  economical  and  proper  con- 
struction of  said  work  and  they  guarantee  the  same  to  said  company  for  the  use  and 
benefit  of  said  Swamp  I^and  District. 

Provided  always,  and  this  agreement  is  made  on  these  express  conditions: 
First:  That  the  said  company  will  give  to  each  and  every  owner  of  swamp  lands 
making  payment  of  any  portion   of  said  sixteen  thousand  two  hundred   and   fort.v 
doUara,  one  certificate  of  stock  for  every  fifty  dollars  paid  to  said  company,  which 
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shall  entitle  the  holder  to  one  vote  and  to  all  other  rights  and  privileges  of  a  stock- 
holder in  said  company. 

And  provided  further,  that  the  owners  of  swamj)  lands  within  said  District  Num- 
ber One  Hundred  and  Eleven,  shall  at  all  times  be  entitled  to  a  preference  in  the  use 
of  all  waters  passing  through  said  canal,  for  irrigating  and  domestic  purposes,  and 
when  demanded  for  such  puri)oses,  they  shall  be  entitled  to  the  exclusive  use  of  said 
water. 

And  provided  further,  that  the  rules  for  the  disposal  of  water  shall  be  uniform 
and  shall  guarantee  to  each  land  owner  within  the  district  his  fair  proportion  of  all 
the  water  furnished,  and  at  rates  that  shall  not  exceed,  in  the  aggregate,  the  sum 
of  ten  per  cent  per  annum  on  the  capital  stock  of  said  company. 

It  is  agreed  between  the  parties  to  these  articles,  that  the  works  above  mentioned 
shall  be  completed  within  two  years  from  the  date  hereof,  and  if  the  trustees  shall 
fail  to  pay  the  installments  as  they  become  due,  the  same  shall  be  binding  on  the 
district  and  shall  bear  interest  from  the  date  of  approval  by  the  trustees  at  the 
rate  of  two  per  cent  per  month  until  the  same  shall  be  paid  in  full. 

Attention  is  directed  to  the  fact  that  Swamp  Land  District  No.  Ill 
comprises  only  a  part  of  the  area  to  which  the  service  of  this  company 
is  dedicated,  as  set  out  in  its  original  articles  of  incorporation.  As  a 
matter  of  fact  the  area  to  which  this  company  showed  its  intent  to  serve 
by  its  statement  in  its  articles  of  incorporation,  which  statement  was 
made  prior  to  the  execution  of  the  so-called  swamp  land  contract, 
includes  a  considerable  portion  of  the  area  now  served  from  the  East 
Side  Canal  Company,  and  a  very  large  area  outside  of  Swamp  Land 
District  No.   111. 

Subsequent  to  the  execution  of  the  swamp  land  contract,  the  company 
proceeded  with  the  construction  of  canals  and  levees.  The  evidence 
shows  that  water  was  first  delivered  from  the  extension  and  enlargement 
of  the  old  canal  in  1873,  and  that  immediately  thereafter  the  company 
sold  water  to  homesteaders  and  others  whose  farms  were  outside  of  the 
boundaries  of  Swamp  Land  District  No.  Ill  and  within  the  boundaries 
of  the  areas  served  as  defined  in  the  company's  articles  of  incorporation. 
It  appears  that  when  this  canal  was  constructed,  and  it  was  learned  by 
the  public  generally  that  water  could  be  obtained  from  it  for  irrigation, 
that  there  was  a  rush  to  take  up  homesteads  and  preemptions  within 
the  territory  served  outside  of  Swamp  Land  District  No.  Ill,  which,  at 
that  time,  was  practically  all  owned  by  one  man. 

The  Kern  Island  Irrigating  Canal  Company  charged  these  irrigators 
for  the  water  delivered  to  them.  In  1876  special  legislation  was 
enacted  (Stats.  1875-76,  p.  547),  which  provided  that  the  boards  of 
supervisors  of  the  counties  of  Fresno,  Tulare  and  Kern  should  be 
exoflBcio  water  commissioners  in  and  for  these  counties.  The  act 
further  provides  in  section  10  that  the  board  of  supervisors  acting  as 
water  commissioners  shall  fix  the  **  maximum  rate  to  be  charged  by  ditch 
owners  for  water,  per  inch,  for  irrigation,  manufacturing  or  mining 
purposes,  which  rate  shall  apply  to  ditches  heretofore  as  well  as  to  those 
hereafter  constructed,  whether  under  and  Hy  virtue  of  this  act  or  any 
previous  law  of  this  state."     It  is  further  provided  in  section  11 :  **A11 
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acts  and  parts  of  acts,  so  far  as  they  conflict  with  the  provisions  of  this 
act,  in  the  counties  herein  named,  are  hereby  repealed." 

The  record  does  not  clearly  show,  however,  whether  or  not  the  Kern 
Island  Irrigating  Canal  Company  charged  for  water  at  rates  established 
by  the  board  of  supervisors  acting  as  water  commissioners,  as  provided 
in  the  above  mentioned  act. 

In  the  late  70 's  and  early  80 's  other  canal  companies  purchased  water 
from  the  Kern  Island  Irrigating  Canal  Company  whenever  their  supply 
was  insufficient.  Among  these  canal  companies  were  the  Stine,  Buena 
Vista  and  Farmers.  In  1885  the  board  of  supervisors  of  Kern  County 
fixed  rates  to  be  charged  for  water  for  irrigation,  which  rates  became 
effective  July  1, 1885,  and  while  the  ordinance  fixing  these  rates  does  not 
specifically  mention  the  Kern  Island  Irrigating  Canal  Company,  it 
appears  that  the  rates  so  established  were  charged  by  this  company. 
Similar  ordinances  were  enacted  in  1886, 1887, 1893  and  1894.  In  1897 
the  board  of  supervisors  changed  the  rate  theretofore  fixed  by  it.  In 
March,  1903,  the  board  of  supervisors  passed  the  following  resolution : 

The  Kern  'Island  Irrigating  Canal  Company,  Farmers  Canal  Company,  Buena 
Vista  Canal  Company  and  Stine  (^anal  C^ompany  and  Pioneer  Canal  Company  filed 
annual  statements  of  receipts  and  expenditures  for  the  year  ending  December  31, 
1902,  and  no  objection  being  made  to  the  present  rate,  and  no  protests  having  been 
filed,  on  motion  of  Bottoms,  seconded  by  Woody,  it  is  hereby  ordered  that  the  rate 
at  which  said  canal  companies  shall  sell  water  for  the  ensuing  year  shall  be  and  is 
hereby  fixed  at  75  cents  per  cubic  foot  per  second  for  24  hours  measured  under  a 
four-inch  pressure. 

It  therefore  appears  that  Kern  Island  Irrigating  Canal  Company 
charged  for  water  of  its  consumers  at  the  rates  established  by  the  board 
of  supervisors  without  protest. 

The  evidence  in  this  proceeding  clearly  shows  that  no  difference  was 
made  by  the  Kern  Island  Irrigating  Canal  Company  between  irrigators 
within  Swamp  Land  District  No.  Ill  and  other  irrigators  with  respect 
to  charges  for  water ;  in  other  words,  that  company  has  been  charging 
for  water  at  the  rates  fixed  by  proper  public  authority. 

Briefly  summarizing,  we  have  here  a  company  which  apparently 
acquired  a  ditch  which  had  theretofore  been  delivering  water  for  irriga- 
tion and  power  purposes  which  it  enlarged  and  extended.  The  com- 
pany was  incorporated  under  laws  permitting  it  to  operate  as  a  public 
utility  and  dedicated  its  service  to  a  large  area  definitely  described  in 
its  original  articles  of  incorporation.  Immediately  thereafter  it  con- 
tracted with  a  pwtion  of  the  area  to  which  it  had  dedicated  its  service 
to  extend  and  enlarge  the  canal  system  and  grant  to  the  owners  of  the 
land  to  which  the  system  was  extended  the  right  to  receive  service  at 
rates  not  in  excess  of  ten  per  cent  upon  the  capital  invested,  in  return 
for  which  the  owners  of  the  lands  agreed  to  buy  for  cash  a  certain 
amount  of  the  capital  stock  of  the  company.     The  contract  also  pur- 
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ported  to  grant  a  preferential  right  to  the  use  of  the  water.  The 
company  then  proceeded  with  the  construction  of  an  enlarged  and 
extended  system  and  delivered  water  to  all  comers  desiring  it  within 
the  area  of  service.  As  a  matter  of  fact,  as  the  system  was  extended 
to  certain  lands,  and  even  before  its  completion,  water  was  sold  to 
homesteaders  whose  lands  were  outside  the  boundaries  of  Swamp  Land 
District  No.  Ill,  and  a  charge  made  therefor.  This  company  later 
charged  for  water  at  rates  established  by  the  board  of  supervisors  of 
Kern  County  without  protest  and  clearly  admitted  itself  to  be  a  public 
utility. 

In  our  opinion  the  original  incorporation  of  the  company  and  its 
acts  since  its  incorporation,  show  an  intent  to  dedicate  to  a  public  use 
its  service  in  the  area  set  out  in  its  articles  of  incorporation,  and  that 
any  contracts  made  thereafter  by  it  are  subject  to  the  regulation  and 
control  of  the  properly  constituted  public  authority,  and  that  if  con- 
tracts entered  into  by  this  company  which  provide  for  a  preferential 
right  to  service  are  permitted  to  stand,  this  Commission  would  be  per- 
mitting this  company  to  carve  out  a  private  and  preferential  right  to 
the  use  of  water  from  a  public  one. 

After  a  careful  consideration  of  all  of  the  evidence,  it  is  hereby 
found  as  a  fact  that  Kern  Island  Irrigating  Canal  Company  has,  since 
its  inception,  dedicated  its  service  to  a  public  use,  and  is  therefore 
operating  a  public  utility  irrigation  system  as  defined  by  the  Public 
Utilities  Act.  As  it  is  clearly  established  that  East  Side  Canal  Com- 
pany is  a  public  utility,  as  defined  by  the  Public  Utilities  Act,  it  will  be 
unnecessary  to  discuss  this  phase  of  the  question  herein.  The  Kern 
Island  Company,  having  been  operating  as  a  public  utility  since  its 
inception,  is  subject  to  the  jurisdiction  of  this  Commission  in  the  matter 
of  regulation  of  the  delivery  of  water  and  the  rates  charged,  even 
though  it  may  have  entered  into  contracts  with  certain  consumers 
granting  to  them  what  appeared  to  be  a  preferential  right. 

It  is  fundamental  in  public  service  that  one  consumer  can  not  have 
service  rendered  to  him  in  the  rendering  of  which  the  utility  unjustly 
discriminates  against  other  consumers.  The  Kern  Island  Company 
has  heretofore  entered  into  a  number  of  contracts  purporting  to  give 
preferential  right  to  certain  consumers.  Among  these  contracts  is  the 
agreement  between  Swamp  Land  District  No.  Ill  and  the  Kern  Island 
Irrigating  Canal  Company.  The  terms  and  conditions  of  this  contract 
have  hereinbefore  been  set  out  in  detail.  It  appears  that  to  continue 
to  give  a  preferential  right  to  the  use  of  water  to  owners  of  lands 
within  Swamp  Land  District  No.  Ill  would  be  unjust  discrimination 
against  other  consumers  of  this  company,  and  that,  therefore,  in  times 
of  shortage,  irrigators  within  Swamp  Land  District  No.  Ill  should 
receive  only  their  fair  share  of  the  available  water  supply. 
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On  January  2,  1894,  the  Kem  Island  Irrigating  Canal  Company 
and  the  East  Side  Canal  Company  entered  into  a  contract  which  pro- 
vides for  the  delivery  of  the  equivalent  of  25  cubic  feet  per  second 
continuous  flow  of  water  of  the  Kern  Island  Irrigating  Canal  Company 
to  the  East  Side  Canal  Company  in  consideration  of  the  payment  of 
$3,750  per  year.  This  delivery  was  conditioned  upon  Kem  Island 
Irrigating  Canal  Company  having  sufficient  water,  after  having  ful- 
filled its  obligations  under  the  so-called  Swamp  Lands  Contract  and 
the  Water  Settlement  Contract. 

On  January  15,  1896,  a  second  contract  was  entered  into  by  these 
companies  providing  for  the  delivery  of  the  equivalent  of  five  cubic 
feet  per  second  continuous  flow  of  water  by  Kern  Island  Irrigating 
Canal  Company  to  the  East  Side  Canal  Company.  The  consideration 
was  $750  per  year,  and  the  conditions  were  similar  to  those  contained 
in  the  contract  dated  January  2,  1894.  These  two  contracts  last  herein- 
before mentioned  are  the  contracts  pursuant  to  the  provisions  of  which 
the  East  Side  Canal  Company  now  receives  its  water  supply,  and  it 
is  claimed  by  defendants  that  these  contracts  govern  and  that  this 
Commission  is  without  authority  to  require  the  delivery  of  an  addi- 
tional amount. 

The  above  contracts  purport  to  grant  to  the  water  users  under  the 
East  Side  Canal  Company  a  right  secondary  only  to  that  of  irrigators 
within  Swamp  Land  District  No.  111.  If  these  contracts  were  fully 
carried  out,  it  would  mean  that  water  users  upon  other  canals  which 
purchased  water  from  the  Kem  Island  Company,  and  other  water 
users  outside  of  the  boundaries  of  Swamp  Land  District  No.  Ill,  would 
be  compelled  to  forego  the  use  of  water  before  users  under  the  East 
Side  Canal  Company's  system  would  be  required  to  reduce  their  use  of 
water  in  any  manner.  This  would  be  clearly  a  discrimination  against 
such  other  users. 

The  Kem  Island  Company  entered  into  four  other  contracts  in  1896 
and  1898,  which  contracts  purport  to  be  the  granting  of  a  right  by  the 
Kem  Island  Company  to  a  certain  quantity  of  water  at  a  certain 
specified  rate  in  return  for  which  the  Kern  Island  Company  receives 
certain  water  and  ditch  rights.  These  contracts  were  with  the  Bloom- 
field  Land  Association,  Solomon  Jewett  et  al.,  Manuel  and  Thomas 
Castro,  and  the  Balfour-Guthrie  Investment  Company.  A  brief  sum- 
mary of  the  context  of  these  contracts  follows: 

On  March  14,  1896,  Bloomfield  Land  Association  entered  into  a  con- 
tract with  Kem  Island  Irrigating  Canal  Company  whereby  Bloomfield 
Land  Association  agreed  to  convey  to  Kern  Island  Irrigating  Com- 
pany a  one-tenth  interest  in  the  South  Fork  Canal  and  all  rights  to 
which  it  is  entitled  therein.    Kern  Island  Irrigating  Canal  Company 
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agreed  to  furnish  said  association,  for  a  considOTStion  of  $400  per  year, 
sufficient  water  for  the  irrigation  of  certain  described  land,  provided 
that  the  water  used  during  any  year  should  not  exceed  a  continuous 
flow  of  five  cubic  feet  per  second.  The  furnishing  of  this  supply  was 
made  contingent  upon  Kern  Island  Irrigating  Canal  Company  having 
sufficient  water  in  its  canal  and  is  subject  to  reasonable  rules  and 
regulations. 

Defendant  Kern  Island  Irrigating  Canal  Company,  by  contract 
executed  May  16,  1896,  with  Solomon  Jewett  et  al.,  agreed  in  con- 
sideration of  the  conveyance  to  it  of  an  undivided  one-twenty-fifth 
interest  in  the  ditch  known  as  the  South  Fork  Canal,  and  certain  water 
rights  appurtenant  thereto  and  the  payment  of  $150  per  annum,  to 
furnish  a  supply  of  water  not  exceeding  2J  cubic  feet  per  second  con- 
tinuous flow. 

On  May  20,  1896,  Manuel  and  Thomas  Castro  entered  into  a  similar 
contract  providing  for  the  conveyance  to  Kern  Island  Irrigating  Canal 
Company  of  a  one-eighteenth  interest  in  the  Castro  Ditch,  and  tiie 
furnishing  of,  by  Kern  Island  Irrigating  Canal  Company,  free  of 
charge,  a  flow  of  water  not  to  exceed  one-fourth  cubic  foot  per  second 
continuous  flow.  One-half  of  the  Castro  land  having  been  sold  to 
Kern  County  Land  Company  an  agreement  was  entered  into  between 
that  company  and  Kem  Island  Irrigating  Canal  Company,  dated 
June  13,  1899,  cancelling  the  contract  between  the  Castros  and  Kem 
Island  Irrigating  Canal  Company,  in  so  far  as  it  concerns  the  land 
conveyed  to  Kem  County  Land  Company. 

On  July  20,  1898,  Balfour-Guthrie  Investment  Company  entered  into 
a  contract  with  Kern  Island  Irrigating  Canal  Company  whereby  Bal- 
four-Guthrie Investment  Company  agreed  to  convey  to  Kem  Island 
Irrigating  Canal  Company  a  four-fifteenth  interest  in  South  Fork 
Canal  and  all  its  rights  therein.  Kem  Island  Irrigating  Canal  Com- 
pany agreed  to  furnish  Balfour-Guthrie  Investment  Company,  for  a 
consideration  of  $140  per  year,  sufficient  water  for  the  irrigation  of 
certain  described  land,  provided  that  the  water  used  in  any  year  should 
not  exceed  four  cubic  feet  per  second  continuous  flow.  The  f umidiing 
of  the  supply  was  made  contingent  upon  Kern  Island  Irrigating  Canal 
Company  having  sufficient  water  in  its  canal  and  is  subject  to  reasonable 
rules  and  regulations. 

It  appears  from  the  text  of  these  contracts  and  the  evidence  with 
relation  thereto,  that  these  four  contracts  were  given  in  exchange  for 
independent  diversion  rights  from  the  river,  and  that  this  exchange 
is  in  effect  a  mere  transfer  of  the  point  of  use  from  the  river  to  a  point 
upon  the  Kern  Island  system,  which  benefits  both  the  user  and  the 
Kern  Island  company.     The  holders  of  these  contracts  pay  a  lesser 
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rate  for  this  service  than  other  water  users  of  the  system.  In  a  case 
of  this  kind  where  agreements  are  entered  into  such  as  these,  we  are 
of  the  opinion  that  no  unjust  discrimination  occurs  and  that  these 
agreements  should  not  be  disturbed. 

It  now  remains  to  determine  whether  or  not,  under  all  of  the  circum- 
stances obtaining,  complainants  herein  should  receive  a  greater  water 
supply  than  heretofore.  In  other  words,  the  question  which  is  in 
reality  before  the  Commission  is  one  which  involves  the  question  of 
whether  or  not  water  should  be  taken  from  one  group  of  consumers  and 
given  to  another.  The  defendants  herein  are  not  concerned  with 
whom  they  deliver  the  water  to,  provided  they  assume  no  liability 
because  of  any  change  made.  The  Kern  County  Land  Company,  the 
parent  company,  is,  however,  interested  to  the  extent  that  its  lands 
might  be  deprived  of  a  certain  amount  of  water. 

In  order  to  more  intelligently  discuss  the  problem  of  the  distribution 
of  water  among  the  consumers  of  the  Kern  Island  Irrigating  Canal 
Company,  it  may  be  well  to  describe  briefly  the  operation  of  the 
various  companies  whose  operations  are  interlaced  with  those  of  the 
Kern  Island  company.  The  rights  of  these  companies  to  their  water 
supply  from  the  Kern  River  has  been  discussed  heretofore  herein. 

In  the  operation  of  the  sixteen  canals  involved  the  Kern  Island  Irri- 
gating Canal  Company  is  used  as  a  clearing  house  for  the  diversions 
and  deliveries  of  all  of  these  eanal  companies,  particularly  those  com- 
panies which  have  a  right  to  divert  water  from  the  Kern  River.  All 
of  these  canal  companies  are  operated  and  controlled  by  practically 
the  same  men,  and  are  subsidiary  companies  to  the  Kern  County  Canxil 
and  Water  Company  which,  in  turn,  is  subsidiary  to  the  Kem  County 
Land  Company. 

The  officials  of  these  last  mentioned  companies  are  also  the  officials 
of  the  various  canal  companies.  For  example,  Mr.  H.  A.  Jastro  is 
president  and  general  manager  of  all  of  these  canal  companies  except 
the  East  Side  Canal  Company,  and  is  general  manager  of  that  concern. 
Mr.  Jastro  is  also  general  manager  of  the  Kern  County  Land  Company. 
Mr.  P.  G.  Munzer  is  the  secretary  and  Mr.  W.  P.  Whittaker  is  the 
engineer  of  all  of  these  corporations. 

The  Kem  Island  company  records  the  diversions  of  thees  various 
canal  companies  during  the  year  and  charges  against  their  right  to 
divert  from  the  river  the  amount  so  taken.  It  also  charges  against 
itself  the  quantity  of  water  used  by  it,  which  it,  in  turn,  delivers  to 
its  consumers,  among  which  is  the  East  Side  Canal  Company. 

When  the  various  eanal  companies  have  diverted  water  equal  in 
amount  to  the  quantity  which  they  have  the  right  to  divert  at  the 
various  stages  of  the  river,  and  when  the  quantity  in  the  river  falls  to 
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a  point  below  which  they  are  entitled  to  any  water,  they,  in  turn, 
parehase  water  from  the  Kern  Island  company,  which  company,  as 
before  stated  herein,  has  the  right  to  the  first  300  cubic  feet  per  second 
flowing  in  the  river.  The  Kern  Island  company  is  thus  in  the  position 
with  respect  to  these  other  canal  companies  of  selling  water  and 
delivering  it  either  to  points  upon  their  system  where  there  are  inter- 
connecting canals  or  turning  the  water  down  the  river  from  their 
headgates  in  order  that  it  may  be  diverted  into  the  other  canals. 
The  Kern  Island  Company  has  followed  this  practice  for  a  number  of 
years  and  has  thus  permitted  the  other  companies  to  become  con- 
sumers, and  have  established  the  point  of  delivery  either  at  their 
headgate  or  at  different  points  along  their  system. 

Water  has  been  delivered  to  the  East  Side  Canal  Company  and  by 
it  to  its  consumers  as  application  has  been  made  by  the  consumers.  The 
total  quantity  to  which  it  is  claimed  the  East  Side  is  entitled  per  year 
under  their  contract  is  computed,  and  any  water  delivered  is  deducted 
therefrom.  Thus,  any  use  by  consumers  during  the  winter  months 
reduces  the  quantity  which  they  would  receive  during  the  summer.  The 
users  under  all  of  the  systems,  including  those  within  Swamp  Land 
District  No.  Ill,  make  application  for  water  in  the  same  manner.  All 
of  these  applications  are  then  assembled  by  the  officials  of  the  Kern 
County  Canal  and  Water  Company,  who  also  are  the  operating  officials 
of  the  other  companies,  and  sufficient  water  is  then  diverted  to  deliver 
the  quantity  applied  for,  provided  water  is  available  in  the  river. 

Counsel  for  the  companies  contends  that  the  delivery  of  water  by 
Kern  Island  Irrigating  Canal  Company  to  the  East  Side  Canal  Com- 
pany for  resale  by  them  is  not  a  dedication  of  such  water  to  public 
use  and  does  not  create  the  relation  of  public  service  company  and 
consumer,  either  between  the  selling  and  purchasing  companies  or 
between  the  selling  company  and  the  customers  of  the  purchasing 
company. 

After  a  careful  consideration  of  the  matter,  we  are  of  the  opiaion 
that  in  this  instance  the  East  Side  Canal  Company,  if  it  may  not  be 
considered  as  the  same  company  in  fact  as  the  Kern  Island  company, 
is  a  consumer  of  the  Kern  Island  Company  and  receives  its  supply 
within  the  area  to  which  the  service  of  Kern  Island  Irrigating  Canal 
Company  is  dedicated.  The  East  Side  Canal  Company  purchases  this 
water  and  becomes  the  owner  thereof.  The  water  is  then  distributed 
by  it  for  irrigation  of  lands  under  its  system,  a  large  portion  of  which 
lands  are  within  the  area  to  which  the  Kern  Island  Company  has 
dedicated  its  service.  Furthermore,  the  consumers  under  the  East 
Side  Canal  Company  have  for  many  years  irrigated  their  land  with 
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this  water,  and  under  section  552  of  the  Civil  Code,  and  chapter  80 
of  the  laws  of  1913,  are  entitled  to  a  continuance  of  this  service. 

We  are  of  the  opinion  that  the  East  Side  Canal  Company  is  as  much 
a  consumer  of  the  Kem  Island  Company  as  any  corporation  or  indi- 
vidual now  receiving  their  supply  from  that  source.  This  is  true,  in 
our  opinion,  not  only  of  the  East  Side  Canal  Company,  but  also  of  the 
other  canal  companies  that  have  regularly  purchased  water  from  the 
Kern  Island  Company  within  the  area  to  which  that  company's 
service  has  been  dedicated.  This  does  not,  however,  in  any  manner 
make  the  consumers  of  the  East  Side  Canal  Company  consumers  of  the 
Eem  Island  Irrigating  Canal  Company.  Water  users  from  the  East 
Side  Canal  Company  must  look  for  their  service  and  water  supply  to 
that  company,  and  that  company  in  turn  must  look  to  the  Kem  Iriand 
Irrigating  Canal  Company  for  its  supply. 

It  has  been  claimed  that  the  Kem  Island  Irrigating  Canal  Company 
is  delivering  a  part  of  its  surplus  water  to  the  East  Side  Company.  In 
regard  to  this  we  desire  to  point  out  that  during  the  past  twenty-three 
years  that  company  has  delivered  at  least  the  amount  called  for  in 
the  contracts  and  for  more  than  five  years  last  past  has  delivered  in 
excess  of  the  contractual  amount.  This  has  been  true  even  though  a 
shortage  of  water  has  existed  during  this  period.  It  certainly  can  not 
be  contended  that  the  Kem  Island  Canal  Company  has  been  delivering 
a  surplus  for  temporary  use  to  the  East  Side  Company,  and  that  it  has 
primarily  dedicated  its  supply  to  the  area  within  Swamp  Land  District 
No.  111.  This  could  only  be  done  to  the  detriment  of  all  of  its  other 
consumers  except  those  residing  within  Swamp  Land  District  No.  111. 
We  do  not  believe  that  this  is  the  case  and  are  of  the  opinion  that  the 
Kem  Island  Company  is  acting  within  its  scope  as  a  public  utility 
in  delivering  this  water  to  the  East  Side  Canal  Company. 

The  evidence  clearly  shows  that  the  entire  water  supply  available 
to  all  of  these  canal  companies  is  fuUy  utilized  and  that  an  additional 
supply  can  not  be  economically  obtained.  Thus,  if  consumers  under 
the  East  Side  Canal  Company  are  to  receive  an  additional  supply 
over  and  above  that  which  they  have  heretofore  received,  it  would  be 
necessary  for  this  Commission  to  direct  these  companies  to  withdraw 
a  certain  portion  of  the  supply  which  they  have  heretofore  delivered  to 
consumers  other  than  those  under  the  East  Side  Canal  Company,  and 
deliver  the  supply  so  withdrawn  to  complainants. 

It  is  contended  by  complainants  that  consumers  under  the  Kern 
Island  system  and  other  companies,  such  as  the  Buena  Vista,  and 
especially  those  consumers  within  Swamp  Land  District  No.  Ill,  are 
using  a  greater  amount  of  water  than  is  necessary  for  their  needs, 
and  that  in  fact  so  great  a  quantity  of  water  is  used  in  many  instances 
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that  the  land  is  damaged.  It  is  further  contended  that  land  under  the 
East  Side  Canal  Company  requires  a  greater  amount  of  water  to 
satisfactorily  irrigate  it  than  those  under  the  Kern  Island  system. 
However  this  may  be,  consumers  under  the  Kern  Island  system  and 
other  systems,  such  as  the  Buena  Vista,  have  for  many  years  been 
receiving  this  supply  of  water  and  contend  that  the  entire  supply  here- 
tofore received  by  them  is  necessary  for  the  satisfactory  irrigation 
of  their  lands.  Indeed,  in  many  instances  it  was  claimed  by  con- 
sumers other  than  those  under  the  East  Side  Canal  Company  that  the 
supply  delivered  to  them  during  the  past  few  years  was  inadequate 
and  that  a  much  larger  quantity  could  be  economically  used  by  them, 
which  increased  use  would  materially  increase  the  crop  yield  of  their 
lands.  Under  some  systems,  such  as  the  Calloway,  it  was  shown  that 
only  one  or  two  irrigations  are  received  annually,  and  those  early  in 
the  irrigation  season.  Because  of  this  fact  irrigators  under  such 
systems  harvest  only  one  or  two  crops  of  alfalfa,  instead  of  five  or 
six  which  they  could  harvest  if  sufficient  water  for  irrigation  were 
available.  Thus  it  is  seen  that  many  of  the  canals  in  this  vicinity 
have  a  much  less  quantity  of  water  available  per  acre  than  has  the 
East  Side  Canal  Company. 

The  available  water  supply  is  so  limited,  and  the  right  of  user 
has  become  so  well  established  that  it  would  be  impossible,  under  present 
conditions,  to  so  redistribute  the  water  as  to  work  justice  to  all  con- 
cerned. In  our  opinion  the  solution  of  this  matter  is  that  which  the 
landowners  in  Kern  County  are  now  attempting  to  promote,  notably, 
the  construction  of  an  impounding  reservoir  to  impound  the  winter 
flood  waters  of  the  Kern  River  and  deliver  them  during  the  irrigation 
season  for  the  irrigation  of  the  lands  which  do  not  now  have  an 
adequate  supply.  Under  section  552  of  the  Civil  Code,  and  chapter 
80  of  tlie  laws  of  1913,  this  Commission  can  not  injuriously  withdraw 
a  portion  of  the  supply  heretofore  received  by  a  consumer  in  order 
to  benefit  other  consumers  or  to  supply  water  to  new  consumers. 

After  a  careful  study  and  thorough  analysis  of  the  situation,  we  are 
of  the  opinion  that  those  users  who  have  through  a  long  period  of 
years  received  a  certain  supply  of  water,  are  entitled  to  a  continuance 
of  use  of  that  water  and  that  even  though  this  Commission  has  authority 
over  the  Kern  Island  Irrigating  Canal  Company  with  respect  to  service 
rendered  by  that  company,  it  would  be  inequitable  for  it  to  deprive 
other  users  of  water  in  order  that  this  company  and  the  East  Side 
Canal  Company  might  be  enabled  to  deliver  an  additional  supply  of 
water  to  complainants  herein. 

We  are  of  the  opinion,  however,  that  the  East  Side  Canal  Company 
and  the  Kern  Island  Irrigating  Canal  Company  should  continue  to 
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deliver  the  same  quantity  of  water  to  the  East  Side  Canal  Company's 
consumers  as  they  have  heretofore.  In  other  words,  we  do  not  believe 
that  the  East  Side  Canal  Company  should  reduce  the  actual  quantity 
of  water  delivered  to  its  consumers  by  twenty  per  cent,  which  is  the 
amount  it  claims  has  been  delivered  in  excess  of  the  quantity  due,  owing 
to  mistakes  in  measurements.  Furthermore,  the  records  show  that 
whereas  the  exact  contractual  amount  is  some  22,000  acre  feet  per  year, 
this  company  has  delivered  an  average  of  25,500  acre  feet  per  year  for 
the  past  twenty-three  years.  The  quantity  last  herein  mentioned  we 
believe  should  be  delivered  to  these  consumers  in  the  future. 

If  a  shortage  of  water  occurs,  such  that  it  is  necessary  to  prorate 
the  available  supply,  complainants  herein  and  other  consumers  under 
the  East  Side  Canal  Company's  system  should  have  their  supply 
reduced  only  in  proportion  to  the  reduction  in  supply  to  other  con- 
sumers. On  the  other  hand,  if  a  surplus  exists,  consumers  under  the 
East  Side  are  entitled  to  their  fair  share  of  it. 

The  engineers  of  the  Commission  have  carefully  checked  over  the 
engineering  features  of  this  proceeding  and  have  carefully  studied 
the  data  submitted  relative  to  water  use,  the  distribution  of  water, 
the  method  of  measurements  and  other  engineering  features.  The 
data  submitted  by  Mr.  H.  L.  Ilaehl,  engineer  for  the  company,  relative 
to  his  experiments  with  the  measuring  device  used  by  the  East  Side 
Canal  Company,  have  been  carefully  checked  over,  and  our  engineers 
report  that  Mr.  Haehl's  computations  are  correct  and  that  undoubtedly 
the  company  has  been  delivering  a  quantity  of  water  to  the  East  Side 
users  over  and  above  that  recorded  by  their  measuring  devices. 

Complainants  in  this  proceeding  allege  that  the  East  Side  Canal 
-Company  did  not  keep  its  canals  in  proper  repair,  failed  to  deliver  the 
quantity  of  water  to  them  which  the  canal  can  carry  when  operated 
to  capacity,  and  that  the  service  rendered  was  intermittent. 

The  record  is  not  clear  with  respect  to  the  condition  of  the  East  Side 
Canal  Company's  main  canal;  however,  we  wish  to  direct  attention  to 
the  losses  in  this  canal,  which  were  some  37  per  cent  as  compared  to  a 
loss  of  approximately  21  per  cent  under  the  Kern  Island  system.  In 
directing  attention  to  these  losses,  consideration  must  be  given  to  the 
fact  that  the  East  Side  Canal  Company  extends  through  a  territory 
which  has  much  more  porous  soil  than  the  district  through  which  the 
Kern  Island  system  extends.  However,  in  view  of  the  fact  that  there 
is  not  a  sufficient  water  supply  available  to  irrigate  all  of  the  lands 
in  this  vicinity,  the  East  Side  Canal  Company  and  all  other  canal 
companies  in  this  district  should  exercise  extreme  care  in  repairing 
and  cleaning  their  canals  in  order  that  losses  from  seepage,  et  etcera, 
may  be  reduced  to  a  minimum.    This  is  not  only  true  of  the  canals 
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owned  and  maintained  by  the  company,  but  also  of  those  canals  owned 
by  consumers.  The  consumers  should  be  as  careful,  if  not  more  so, 
in  repairing  their  canals  and  keeping  them  in  condition  in  order  to 
prevent  losses. 

A  joint  inspection  of  canals  and  irrigated  areas  under  the  systems  of 
the  Kern  Island  Irrigating  Canal  Company  and  the  East  Side  Canal 
Company  was  made  by  representatives  of  complainants,  defendants, 
and  the  Commission's  Hydraulic  Engineering  Division.  This  inspec- 
tion indicates  that  the  irrigators'  supply  ditches  are  in  rather  poor 
shape  in  both  localities,  those  under  the  East  Side  being  in  slightly 
better  condition  than  those  under  the  Kern  Island  system.  This  same 
inspection,  however,  shows  that  the  lands  under  the  Kern  Island,  as 
an  average,  are  better  prepared  for  irrigation  than  these  under  the 
East  Side  Canal.  The  preparation  of  land  for  irrigation,  and  the  con- 
dition of  ditches  delivering  and  distributing  the  water  have  a  very 
marked  effect  upon  the  quantity  of  water  necessary  for  irrigation. 
Care  should  be  exercised  by  the  utilities  and  irrigators  alike  in  this 
matter.  In  the  past  consumers  have  been  required  to  file  their  appli- 
cations for  water  with  the  company.  Water  was  then  delivered  to  them 
in  the  chronological  order  of  the  filing  of  the  application,  and  entirely 
regardless  of  the  consumer's  location  on  the  ditch.  It  is  apparent  that 
this  method  tends  to  ineflBcient  operation  and  increases  the  loss  by 
seepage,  transpiration,  et  cetera.  This  is  obvious  when  it  is  pointed 
out  that  a  consumer  near  the  intake  of  the  ditch  and  one  at  the 
extreme  end  of  the  ditch  may  apply  for  water  on  the  same  day  and 
be  entitled  to  receive  it  at  the  same  time,  thus  necessitating  the  com- 
pany's keeping  the  entire  ditch  filled  with  water  in  order  to  make 
these  two  deliveries.  We  deem  it  advisable  that  a  rotation  schedule 
of  deliveries  be  established  in  order  to  conserve  water  in  every  possible 
way,  which  schedule  of  deliveries  should  provide  for  the  delivery  of 
water  in  an  orderly  manner  to  those  irrigators  in  a  certain  neighbor- 
hood at  one  time,  and  at  some  later  date  to  irrigators  in  another 
neighborhood.  By  so  doing  a  larger  head  can  be  nin  in  the  canals 
and  laterals  and  the  percentage  of  loss  decreased. 

Mr.  Haehl's  experiments  tend  to  show  that  the  soil  under  the  East 
Side  Canal  Company  can  not  retain  more  water  suflSciently  close  to  the 
surface  to  be  of  benefit  to  the  plants  irrigated  than  the  amount  which 
would  percolate  through  it  from  a  five-inch  irrigation.  Practically  all 
the  irrigators  under  this  system  average  one  foot  or  more  per  irriga- 
tion. As  a  matter  of  fact,  in  June,  1919,  almost  15  inches  per  average 
irrigation  was  applied  by  the  irrigators  of  alfalfa  under  the  East  Side 
Canal  Company's  system.  In  July,  1919,  more  than  18  inches  was 
applied  on  the  average  in  the  irrigation  of  field  crops,  and  almost  14 
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inches  for  the  irrigation  of  vineyards.  The  average  for  all  crops  under 
the  East  Side  was  13.3  inches  per  irrigation,  of  which  not  more  than 
5J  inches  was  retained  by  the  soil  suflSciently  close  to  the  surface  to 
be  of  benefit  to  the  crops.  The  balance  wasted  into  the  subsoil.  This 
indicates  that  users  under  the  East  Side  Canal  Company  and,  as  a 
matter  of  fact,  practically  all  users  in  this  district,  are  applying  too 
much  water  per  irrigation.  In  our  opinion,  a  lesser  quantity  should  be 
applied  per  irrigation  and  the  crops  should  be  irrigated  more  fre- 
quently. This  would  materially  reduce  the  quantity  of  water  necessary 
to  be  diverted  from  the  ditch  in  order  to  assure  the  irrigator  that  his 
crops  have  the  proper  amount  of  water. 

In  view  of  the  fact  that  the  problems  herein  presented  to  the 
Commission  are  much  involved  and  of  complicated  nature,  the  various 
phases  of  the  matter  have  been  discussed  fully.  It  is  contended  by 
defendants  that  the  issues  herein  presented  involve  only  the  question 
as  to  whether  or  not  the  East  Side  Canal  Company  has  maintained  its 
canal  in  proper  condition  to  render  service,  and  whether  or  not  it  is 
obligated  to  maintain  in  its  canal  a  continuous  flow  of  water  and  to 
the  extent  of  the  canal's  capacity  during  the  irrigation  season. 

We  are  of  the  opinion  that  the  question  of  whether  or  not  the  Bast 
Side  Canal  Company  can  secure  an  additional  supply  of  water  from 
Kern  Island  Irrigating  Canal  Company,  which  question  is  involved 
herein,  is  one  which  requires  a  survey  and  analysis  of  the  entire  opera- 
tions of  the  Kern  Island  Company.  Furthermore,  in  order  to  come 
to  a  conclusion  in  this  matter,  the  right  of  the  East  Side  water  users 
and  the  East  Side  Canal  Company  with  respect  to  the  other  consumers 
of  the  Kern  Island  Irrigating  Canal  Company  must  be  given  careful 
consideration,  as  upon  the  rights  of  these  various  consumers  depends 
the  right  of  the  East  Side  water  users,  and  in  turn,  the  East  Side 
Canal  Company,  to  receive  water.  Therefore,  we  have  deemed  it 
advisable  to  discuss  this  matter  from  the  broadest  aspect  of  the  issues 
herein  presented. 

We  find  here,  in  the  Kern  Island  Irrigating  Canal  Company,  a  com- 
pany which,  in  our  opinion,  has  been  since  its  inception  acting  as  a 
public  utility  water  company,  and  as  such  is  subject  to  the  regulatory 
powers  of  this  Commission.  This  company  has  available  for  its  use 
only  a  limited  supply  of  water,  which  can  not  readily  be  increased. 
It  has,  in  the  past,  devoted  its  entire  water  supply  to  beneficial  use. 
It  has  been  and  is  confronted  with  the  problem  of  allocating  to  its 
various  consumers  the  water  supply  which  it  has  available,  the  quantity 
of  which  varies  in  different  years,  dependent  upon  the  yield  of  the 
watershed  of  Kern  River,  which  fluctuates  with  the  quantity  of  rainfall 
in  each  year.  Its  right  to  divert  from  the  stream,  except  what  might 
be  termed  its  basic  supply  of  300  cubic  feet  per  second,  is  dependent 
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upon  the  rights  of  the  other  canal  companies  and  individuals,  which 
rights  it  must  respect.  The  problem  concerns  not  alone  the  Kern 
Island  Company,  but  also  the  other  canal  companies  diverting  water 
from  Kern  River,  and  is  one  with  so  many  varying  factors  and  so 
complicated  that  it  is  very  difficult  to  arrive  at  an  equitable  solution. 
This  Commission  can  not  give  to  any  water  user  or  consumer  a  prefer- 
ential right  over  another  consumer,  nor  authorize  op  permit  a  utility 
to  grant  discriminatory  or  preferential  service  to  any  of  its  consumers, 
to  the  detriment  of  others. 

There  is  an  area  susceptible  of  irrigation  in  Kern  County  many 
times  ais  large  as  the  present  available  water  supply  can  irrigate,  and 
therefore  the  available  water  should  be  made  to  perform  its  highest 
duty.  The  various  utilities  should  do  all  in  their  power  to  reduce  the 
loss  of  water  in  transmission  and  distribution  to  a  minimum,  and  the 
consumers,  in  their  turn,  should  conserve  water  in  every  manner 
possible. 

Wherever  possible  the  water  users  should  reduce  their  use  of  water 
to  a  quantity  consistent  with  good  irrigation  practice.  Irrigators'  and 
companys'  ditches  should  be  kept  in  good  shape  and  proper  distribu- 
tion methods  should  be  put  into  effect,  and  every  possible  means 
utilized  to  conserve  water.  If  this  is  not  done,  the  area  which  can  be 
irrigated  by  the  available  supply  will  be  reduced,  and  the  district  as  a 
whole  will  suffer  loss  because  of  a  reduction  in  the  quantity  of  its 
products. 

We  do  not  deem  it  proper,  in  this  proceeding,  to  direct  the  method  of 
proration  in  case  of  a  shortage  of  water  supply,  nor  the  method  of 
allocating  any  available  surplus  which  may  occur.  However,  we  sug- 
gest that  this  be  done  in  accordance  with  the  principles  set  out  in  this 
opinion.  Nor,  in  view  of  the  scope  of  this  proceeding,  will  the  Com- 
mission direct  defendants  to  alter  their  methods  of  operation,  except 
in  the  establishment  of  a  rotation  schedule  of  deliveries,  which,  in  our 
opinion,  will  be  of  benefit  to  the  consumers  and  companies  alike. 
Clearly  we  can  not  in  justice  direct  the  Kern  Island  Company  to 
deliver  to  complainants  herein  the  quantity  of  water  which  the  East 
Side  Canal  Company's  canal  can  carry,  which  is  between  100  and  125 
cubic  feet  per  second,  as  this  would  mean  depriving  other  consumers 
of  a  large  part  of  the  water  now  utilized  by  them. 

It  will  be  noted  that  the  whole  situation  of  the  diversion  of  water 
from  Kern  River  has  been  discussed  herein  from  various  angles.  The 
matter  has  been  analyzed  with  infinite  care  and  in  much  detail  in  order 
that  all  concerned  may  have  a  clear  understanding  of  the  various 
phases  of  the  problem.  As  all  matters  which  were  taken  up  in  the 
previous  order  herein  have  again  been  taken  up  and  discussed  in  detail, 
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the  opinion  and  order  heretofore  issued  in  this  proceeding  (Decision 
No.  6383)  will  be  set  aside. 

ORDER. 

Kern  Island  Irrigating  Canal  Company  and  East  Side  Canal  Com- 
pany, having  asked  that  a  rehearing  be  granted  in  the  above  entitled 
matter,  and  a  rehearing  having  been  granted  and  public  hearing 
having  been  held  on  said  rehearing,  and  the  matter  having  been 
submitted,  and  being  now  ready  for  decision; 

It  is  hereby  ordered: 

1.  That  this  Commission's  Decision  No.  6383,  dated  June  3,  1919,  in 
the  above  entitled  proceeding  be  and  it  is  hereby  rescinded  and  set  aside. 

2.  That  defendant  East  Side  Canal  Company  be  and  it  is  hereby 
directed  to  file  with  the  Railroad  Commission,  within  twenty  (20) 
days  from  the  date  of  this  order,  a  schedule  of  rules  and  regulations, 
providing,  among  other  things,  for  a  rotation  schedule  of  deliveries 
of  water,  said  schedule  to  be  placed  in  effect  as  amended  or  changed 
by  the  Commission  within  ten  (10)  days  from  its  approval  by  the 
Conunission. 

3.  That  East  Side  Canal  Company  be^and  it  is  hereby  directed  to 
maintain  its  canal  system  in  such  condition  that  it  can  deliver  to  its 
consumers,  without  undue  or  excessive  loss  of  water  from  its  canals, 
the  maximum  amount  of  water  to  which  said  company  is  entitled. 

4.  That  Kern  Island  Irrigating  Canal  Company  be  and  it  is  hereby 
directed  to  deliver  to  East  Side  Canal  Company,  for  resale  by  that 
company  to  its  consumers,  a  minimum  of  25,500  acre-feet  of  water  per 
year,  provided,  however,  that  in  years  of  drought  and  consequent  short- 
age of  water  supply,  the  amount  delivered  shall  be  decreased  only  in 
proper  ratio  to  the  decrease  in  supply,  and  in  years  in  which  an 
increased  supply  is  available,  the  quantity  of  water  delivered  shall  be 
increased  and  equitably  prorated  among  all  consumers. 

It  is  hereby  further  ordered,  that  in  all  other  respects  the  complaint 
herein  be  and  it  is  hereby  dismissed. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  June,  1921. 
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Decision  No.  9196. 

in  the  matteu  of  thk  aitlkwtion  of  sortiimkn  pacific  com- 
PANY FOR  UKAIKirSTMEXT  OF  SWITCHING  (UIAmiES  AT  SAN 
FRANCISCO,  OAKLAND  AND  LOS  AN(iF/LFS.  CALIFORNIA. 


Application  No.  6390. 
Decided  June  30,  1921. 


Klmrr  \VcHiUil'f\   for   Southern   Pacific  C-ompany. 

Saiiborn  and  Ifochl.  by  .1.  H.  Itovhl,  for  Soutli  San  Francisco  ('hambor  of  Cominerce. 

Hcih  Maint,  for  San  Francisco  ("liamhcr  of  Coramercc. 

/t/'.   ir.  Jfollitiysworth,  for  Oakland  Chamber  of  Commerce. 

Ben  edict,    (Jomm  iasio  tier. 

OPINION   ON   APPLICATION   FOR   REHEARING. 

On  June  1,  1921,  the  Sou  therm  Paxiific  Company,  defendant  in  this 
proceeding,  filed  with  the  Railroad  Commission  a  petition  for  a  rehearing 
on  Decision  No.  8960,  Application  No.  6390,  issued  May  12,  1921. 

This  proceeding  involves  the  switching  charges  and  the  switching 
limits  at  San  Francisco,  Oakland  and  Los  Angeles  and  is  supplemental 
to  and  a  part  of  Cases  No^  1149  and  1433,  the  first  of  which,  after 
having  been  submitted,  was  dismissed  without  prejudice  on  October  2, 
1919,  because  of  federal  control,  and  the  second  was  disposed  of 
October  11,  1920  (Decision  No.  8221).  By  Decision  No.  8221  this 
defendant  was  ordered  to  remove,  among  other  adjustments,  on  or 
before  December  10,  1920,  the  discriminations  found  to  exist  in  the 
intrayard  switching  charges  at  San  Francisco,  Oakland  and  Los  Angeles. 
This  application  to  make  the  intrayard  switching  adjustments  was  pre- 
sented upon  an  informal  petition  December  2,  1920,  but  by  reason  of 
protests  from  interested  shippers  was  placed  on  the  formal  docket  under 
No.  6390,  and  hearings  were  held  at  San  Francisco  and  Los  Angeles. 

The  effective  date  of  our  order  in  Decision  No.  8960  was,  upon  request 
of  the  defendant,  extended  to  June  13,  1921,  and  further  extended  to 
July  11,  1921. 

Oral  arguments  upon  the  petition  for  a  rehearing  were  presented 
before  Commissioner  Benedict  on  June  27,  1921,  by  the  defendant, 
complainant,  and  the  interveners  and  the  matter  is  now  ready  for  final 
action. 

The  petitioner  presents  nine  reasons  why  a  rehearing  should  be 
granted,  but  it  will  not  be  necessary  to  deal  with  each  contention,  the 
main  objection  being  that  Decision  No.  8960,  May  12,  1921,  is  unlawful 
on  the  grounds  that  it  is  not  supported  by  evidence;  that  the  rates 
prescribed  are  confiscatory ;  that  there  was  no  evidence  before  the  Com- 
mission upon  which  to  predicate  the  proposed  rates;  that  the  order  is 
in  violation  of  the  state  constitution  and  of  the  Public  Utilities  Act,  and 
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that  it  would  interfere  with  similar  traffic  in  connection  with  interstate 
and  foreign  commerce. 

The  South  San  Francisco  Chamber  of  Commerce  filed  a  motion 
seeking  modifications  of  the  decision  and  order  in  connection  with  the 
minimum  carload  charges,  and  alleged  violation  of  the  long  and  short 
haul  provisions  of  the  state  constitution  and  the  Public  Utilities  Act. 
The  matters  referred  to  in  this  motion  have  received  our  consideration 
and  we  see  no  reason  why  the  suggested  changes  should  be  made  in  the 
order  as  outlined  by  the  complainant. 

The  controversy  involving  this  switching  situation  has  been  before  us 
since  September  19, 1917,  when  original  Case  No.  1149  was  filed.  There 
have  been  four  submissions — ^first,  in  Case  1149 ;  second,  in  Case  1433 ; 
third,  in  Application  6390  and  fourth,  on  this  argument  for  a  rehearing. 
A  total  of  31  exhibits  were  filed  by  the  complainant,  one  by  the  inter- 
veners and  41  by  the  defendants.  The  transcript  of  all  testimony  covers 
1427  pages.  Certainly  the  petitioner  has  had  every  opportunity  to 
present  its  side  of  the  situation. 

In  the  light  of  the  whole  record,  which  has  been  carefully  reviewed 
and  reconsidered,  we  adhere  to  our  original  conclusion  as' to  the  justness 
and  reasonableness  of  the  rates  ordered  in. 

We  see  no  merit  in  the  application  for  rehearing. 

ORDER   DENYING   APPLICATION    FOR    REHEARING. 

The  defendant  having,  on  June  1,  1921,  filed  an  application  for 
rehearing  herein  and  the  Commission  having  heard  the  oral  arguments 
on  June  27,  1921,  and  being  of  the  opinion  that  there  is  no  merit  to 
applicant's  contention; 

It  is  hereby  ordered,  that  the  application  for  a  rehearing  be  and  the 
same  is  hereby  denied. 

It  is  hereby  further  ordered,  that  the  adjustment  of  the  switching 
charges  and  the  switching  limits  as  set  forth  in  Decision  No.  8960, 
Application  No.  6390,  May  12,  1921,  be  published  in  proper  tariflP  and 
become  eflfective  July  11,  1921. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  June,  1921. 


Decision  No.  9197. 


IX  THE  MATTER  OP  THE  APPLICATION  OF  SAN  FERNANDO  TELE- 
I»HONE  AND  TELEGRAPH  COMPANY,  A  CORPORATION,  FOR 
AUTHORITY  TO  ISSUE  STOCK. 


Application  No.  6923. 
Decided  June  30,  1921. 


Walter  F.  Dunn,  for  Applicant. 
LovELAND,  Commissioner, 
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OPINION. 

San  Fernando  Telephone  and  Telegraph  Company,  a  corporation, 
asks  permission  to  issue  and  sell  at  par  $10,000  of  its  common  capital 
stock  and  use  the  proceeds  to  pay  the  cost  of  plant  extensions,  additions 
and  betterments. 

Applicant  was  organized  on  or  about  July  31, 1914.  It  reports  $9,900 
of  stock  outstanding.  Its  funded  debt  consists  of  an  $18,250  6  per  cent 
note  secured  by  a  mortgage  upon  its  properties.  For  1920,  applicant 
reports  operating  revenues  of  $18,019.11,  and  operating  expenses, 
including  taxes,  amounting  to  $13,087.01,  leaving  $4,932.10  availably 
for  interest,  rent  and  dividends.  During  1920,  the  company  paid  an 
8  per  cent  dividend,  such  payment  amounting  to  $792. 

All  of  applicant's  outstanding  stock  is  owned  by  J.  M.  Baldwin, 
Walter  F.  Dunn  and  R.  J.  McHugh.  It  appears  from  the  record  that 
applicant's  stockholders  have  agreed  to  purchase  from  time  to  time  as 
applicant  may  need  funds  the  $10,000  of  stock,  which  it  asks  permission 
to  issue. 

Applicant  reports  that  its  business  has  been  increasing  rapidly  and 
that  it  must  make  additional  provision  to  properly  take  care  of  such 
increase.  A  large  portion  of  applicant's  anticipated  expenditures  will 
be  brought  about  by  taking  on  new  subscribers.  It  appears  that 
applicant  can  not  at  this  time  furnish  the  Commission  with  a  detailed 
list  of  its  estimated  expenditures  for  plant  extensions,  additions  and 
betterments. 

The  order  herein  will  permit  applicant  to  issue  and  sell  the  stock  and 
require  applicant  to  deposit  the  proceeds  in  a  special  fund.  Whenever 
applicant  desires  to  use  part  of  the  proceeds  obtained  from  the  sale  of 
the  stock,  it  should  file  with  the  Commission  a  detailed  statement  of 
expenditures  incurred  or  to  be  incurred.  Following  the  filing  of  such 
a  statement,  the  Commission  will  make  an  order  authorizing  the  dis- 
bursement of  the  proceeds  from  the  sale  of  the  stock  for  such  purposes 
as  it  may  deem  appropriate. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

San  Fernando  Telephone  and  Telegraph  Company  having  applied 
to  the  Railroad  Commission  for  permission  to  issue  and  sell  $10,000  of 
stock  and  use  the  proceeds  to  pay  for  plant  extensions,  additions  and 
betterments,  a  public  hearing  having  been  held  and  the  Commission 
being  of  the  opinion  that  applicant's  request  should  be  granted; 

It  is  hereby  ordered,  that  San  Fernando  Telephone  and  Telegraph 
Company  be  and  it  is  hereby  authorized  to  issue  and  sell,  for  cash,  at 
not  less  than  par  $10,000  par  value  of  its  common  capital  stock. 
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The  authority  herein  granted  is  subject  to  the  following  conditions : 

1.  All  proceeds  realized  from  the  sale  of  the  stock  herein  authorized 
shall  be  deposited  by  applicant  in  a  special  fund  and  expended  only 
for  such  purposes  as  the  Railroad  Commission  may  hereafter  authorize 
by  supplemental  order  or  orders. 

2.  San  Fernando  Telephone  and  Telegraph  Company  shall  keep  such 
record  of  the  issue  and  sale  of  the  stock  herein  authorized  and  of  the 
disposition  of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the 
twenty-fifth  day  of  each  month,  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far  as 
applicable,  is  made  a  part  of  this  order. 

3.  The  authority  herein  granted  will  apply  only  to  such  stock  as  may 
be  issued,  sold  and  delivered  on  or  before  December  31,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  June,  1921. 


Decision  No.  9200. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SONOMA  VALLEY  WATER, 
LIGHT  AND  POWER  COMPANY  FOR  PERMISSION  TO  PI  RCHASE 
THE  SONOMA  CITY  WATER  W^ORKS,  THE  SONOMA  VISTA  WATER 
COMPANY,  AND  THE  O'BRIEN  RAN(TT:  AND  FOR  PERMISSION 
TO  ISSUE  BONDS  AGAINST  THE  (X>MBINE1>  PROPERTIES  AND 
TO  CONSTRUCT  A  DAM  FOR  STORAGE  OF  WATER  FOR  BOTH 
DOMESTIC  AND  IRRIGATION  PURPOSES  AND  TO  OPERATE  THESE 
PROPERTIES  AS  ONE  AND  TO  EXTEND  THE  DISTRIBUTING 
SYSTEMS  OF  THE  THREE  COMPANIES. 


Application  No.  6637. 
Decided  July  2,  1921. 


Wateb  Utility — Consolidation. — Cumuiission  denied  application  of  Sonoma  Valley 
Water,  Li^ht  and  Power  Company  to  issue  $2JUM)0<)  of  bonds  to  acquire  and 
cM)nj8olidate  the  Sonoma  Uity  Water  Works.  Sonoma  Vista  Water  Company, 
and  the  O'Brien  Ranch  until  the  stockholders  of  the  applicant  comimny  secure 
$100,000  from  its  present  or  future  stockholders. 

//.  A.  EnceUy  for  Applicants. 

Bt  the  Commission. 

OPINION. 

The  Railroad  Commission  is  asked  to  make  an  order  authorizing  the 
transfer  to  and  the  purchase  by  Sonoma  Valley  Water,  Light  and  Power 
Company  of  the  public  and  nonpublic  utility  properties  of  the  Sonoma 
City  Water  Works,  Sonoma  Vista  Water  Company,  and  the  O'Brien 
Ranch ;  the  execution  of  a  mortgage  by  Sonoma  Valley  Water,  Light  and 
Power  Company  to  secure  the  payment  of  $260,000  of  first  mortgage 
8  per  cent  thirty-year  bonds,  and  to  issue  and  sell  said  bonds,  and  the 
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construction  of  a  dam  and  other  improvements.  Hearings  were  had  on 
this  application  before  Examiner  Satterwhite  on  April  16  and  May  17. 

It  is  proposed  by  those  interested  in  this  application  to  consolidate 
under  one  ownership  the  public  utility  properties  now  owned  and 
operated  by  Sonoma  Valley  Water,  Light  and  Power  Oompany,  Sonoma 
City  Water  Works,  and  Sonoma  Vista  Water  Company,  and  to  augment 
the  water  supply  of  the  consolidated  company  by  building  a  dam  at  or 
below  the  junction  of  Lennox  and  Carriger  creeks.  The  construction 
of  a  dam  at  that  point  will  store  water  in  which  the  O'Brien  ranch  has 
an  interest.  It  is  therefore  proposed  to  acquire  this  ranch,  consisting  of 
approximately  998  acres,  at  a  cost  of  $50,000  and  thus  secure 
unquestioned  control  of  the  dam  site  and  water  rights  appertaining  to 
the  ranch.  About  100  acres  of  the  O'Brien  ranch  are  necessary  for  the 
project.  It  is  urged  that  the  owners  of  the  land  refuse  to  sell  the 
necessary  acreage  for  the  reservoir  separate  and  apart  from  the  entire 
ranch.  0.  R.  Wagner  has  appraised  the  O'Brien  ranch  properties  at 
$40  an  acre,  while  R.  E.  Child,  consulting  engineer,  in  applicant's 
Exhibit  **B"  estimates  the  water  rights  on  Carriger  Creek,  Lennox 
Creek  and  springs  on  the  ranch  at  $33,500.  He  estimates  the  minimum 
yield  of  water  at  1500  acre-feet  per  annum.  The  record  shows  that  his 
estimates  are  not  based  on  accurate  stream-flow  measurements,  nor  has 
the  amount  of  flow  of  any  of  the  springs,  which  is  to  constitute  a  large 
proportion  of  the  total  supply,  been  accurately  determined.  The  most 
that  can  be  said  in  this  connection  is  that  the  purchase  price  of  the 
0  'Brien  ranch  does  not  appear  unreasonably  high. 

The  Sonoma  Valley  Water,  Light  and  Power  Company  was  organized 
in  1910.  It  reports  $100,000  of  stock  outstanding,  all  of  which,  except 
directors'  shares,  is  owned  by  Wilfred  Chester.  The  property  is  said 
to  be  free  and  clear  of  any  encumbrances,  other  than  the  last  semi- 
annual taxes.  The  property  of  the  company  is  reported  to  consist  of 
304.5  acres  of  land  located  one  mile  west  of  El  Verano,  a  town  lot  in 
Sonoma,  two  franchises — one  from  the  city  of  Sonoma  and  the  other  from 
the  county  of  Sonoma,  two  small  intake  dams  on  Carriger  Creek,  i  mile 
of  8-inch  casing  and  i  mile  of  4-inch  wood  stave  pipe  leading  to  the 
storage  reservoir,  a  10,000,000  gallon  stone  and  concrete  reservoir  for 
storage  purposes,  i  mile  of  8-inch  casing  and  3^  miles  of  8-inch  wood 
stave  pipe  leading  into  and  through  the  town  of  Sonoma,  3  miles  of 
4-inch  wood  stave  pipe,  1  mile  of  2-inch  cast-iron  pipe,  300  feet  of  other 
cast-iron  pipe,  together  with  connections  and  laterals  for  about  175 
consumers.  The  testimony  and  record  shows  that  this  water  plant, 
taken  as  a  whole,  is  in  a  poor  state  of  repair  and  operating  condition. 
The  reservoir  can  not  be  used  in  its  present  condition,  practically  no 
service  is  rendered  in  the  town  of  Sonoma  and  the  company  instead  of 
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serving  175  consumers,  has  but  75  and  during  the  past  few  years 
experienced  considerable  trouble  in  ^ving  proper  service  to  these. 

Louisa  V.  de  Eraparan  and  Marie  V.  de  Cutter,  copartners,  doing 
business  under  the  firm  name  and  style  of  Sonoma  City  Water  Works, 
ask  permission  to  sell  to  Sonoma  Valley  Water,  Light  and  Power  Com- 
pany certain  properties  for  the  sum  of  $60,000.  The  properties  consist 
of  280  acres  of  land  and  a  water  system  supplying  the  city  of  Sonoma. 
The  source  of  supply  for  this  system  is  the  '*Lachryma  Montis"  spring 
located  on  the  Vallejo  ranch  near  Sonoma.  The  distributing  system  is 
confined  to  the  city  of  Sonoma.  About  260  services  are  connected  with 
the  system,  approximately  70  per  cent  of  which  are  metered. 

The  Sonoma  Vista  Water  Company  asks  permission  to  sell  its 
properties  to  the  Sonoma  Valley  Water,  Light  and  Power  Company  for 
$10,650.  It  supplies  a  district  adjoining  El  Verano  on  the  north.  It 
obtains  its  water  supply  from  two  wells,  which  are  reported  to  run  dry 
sometimes  during  the  summer.  There  are  120  services  on  the  system, 
of  which  about  88  per  cent  are  metered. 

It  appears  from  the  record  that  R.  L.  Durham  has  options  on  the 
Sonoma  City  Water  Works  properties,  the  Sonoma  Vista  Water  Com- 
pany and  the  O'Brien  ranch,  and  that  he  has  agreed  to  assign  his  options 
to  the  Sonoma  Valley  Water,  Light  and  Power  Company  for  $10,000, 
The  total  payment  for  the  properties,  exclusive  of  the  $10,000,  is 
$120,650. 

The  three  water  systems  have  455  services.  An  appraisal  of  the 
properties,  other  than  the  lands,  to  be  consolidated  has  been  prepared 
by  R.  E.  Child.  The  land  has  been  appraised  by  0.  R.  Wagner  of 
Sonoma.  Including  Wagner's  land  appraisals,  R.  E.  Child  estimated 
the  reproduction  cost  new  of  the  properties  at  $336,957  and  the  repro 
duction  cost  less  depreciation  at  $297,673.  In  making  his  appraisal, 
R.  E.  Child  gave  no  consideration  to  the  properties  which  would  be 
abandoned  if  the  companies  were  consolidated.  Following  the  hearing, 
a  statement  was  filed  in  which  R.  E.  Child  reports  that  $32,627.78  repre- 
sents the  reproduction  cost  less  depreciation  of  property  that  would  be 
abandoned  as  a  result  of  the  consolidation.  Deducting  the  $32,627.78 
from  the  $296,673,  leaves  a  balance  of  $264,045.22.  This  last-named 
amount  includes  an  allowance  of  $95,357  for  land  and  $83,000  for 
franchises  and  water  rights.  Deducting  these  two  amounts  from  the 
$264,045.22  leaves  $85,682.22  for  structures,  transmission  and  distribu- 
tion pipes  and  properties. 

In  his  report,  applicants'  Exhibit  ''B,"  R.  E.  Child  suggests  that  the 
company  construct  a  dam  95  feet  high  at  or  below  the  junction  of  Lennox 
and  Carriger  creeks.  He  believes  that  this  can  be  built  at  a  cost  of 
$120,000  and  that  with  some  winter  and  early  spring  irrigation,  at  least 
1500  acre-feet  of  water  would  be  available  for  sale  per  annum.    He 
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further  suggests  that  $40,000  be  expended  for  the  installation  of  irri- 
gation pipe  lines,  $9,000  for  improvements  to  the  domestic  water  system 
and  $20,350  be  allowed  for  miscellaneous  and  legal  expenses,  making 
a  total  expenditure  of  $189,350  for  construction  and  miscellaneous 
purposes.  To  acquire  the  properties  of  Sonoma  City  Water  Works, 
Sonoma  Vista  Water  Company,  and  the  O'Brien  ranch,  under  existing 
options,  the  company,  as  stated  above,  will  have  to  spend  at  least 
$120,650  additional,  or  a  total  of  $310,000  for  the  acquisition  of  the 
properties  and  the  construction  of  the  dam  and  other  improvements 
suggested  by  R.  B.  Child. 

Sonoma  Valley  Water,  Light  and  Power  Company  asks  permission 
to  execute  a  mortgage  securing  the  payment  of  $260,000  of  first  mortgage 
8  per  cent  thirty-year  bonds  and  sell  such  bonds  at  not  less  than  90  per 
cent  of  their  face  value  and  accrued  interest.  If  sold  at  90,  the  bonds 
will  net  the  company  $234,000  or  $76,000  less  than  the  amount  required 
by  it  according  to  present  estimates.  Adding  to  this  amount  the 
interest  on  the  $260,000  of  bonds,  which  interest  the  company  will  not 
earn  during  1921-22,  a  sum  of  from  $90,000  to  $100,000  will  result, 
which  amount  the  company  will  have  to  raise  from  a  source  other  than 
the  sale  of  its  bonds.  No  detailed  estimates  of  the  cost  of  the  proposed 
dam  have  been  submitted,  and  it  appears  that  no  borings  have  been 
made  to  determine  the  depth  and  the  character  of  bedrock  where  it  is 
proposed  to  construct  the  same.  It  is  obviously  impossible  to  accurately 
estimate  the  cost  of  the  construction  of  the  dam  without  such 
information.  The  Commission  can  not  predicate  an  order  authorizing 
the  construction  of  the  dam,  on  the  information  submitted  by  applicants. 

It  is  urged  that  if  this  application  is  granted,  the  Sonoma  Valley 
Water,  Light  and  Power  Company  can  secure  the  funds,  other  than  the 
$234,000  from  the  sale  of  the  bonds  necessary  to  acquire  the  properties, 
construct  the  dam  and  for  other  purposes,  from  the  sale  of  preferred 
stock,  the  sale  of  nonoperative  property  and  from  the  sale  of  wood  and 
rock.  Testimony  has  been  introduced  showing  what  profits  might  be 
realized  from  the  sale  of  wood  and  that  there  will  be  a  demand  for  rock 
for  street  paving  and  highway  construction.  It  also  appears  from  the 
record  that  $30,000  has  been  offered  for  900  acres  of  the  O'Brien  ranch, 
one-half  to  be  paid  in  cash  and  the  balance  to  draw  interest  at  the  rate 
of  6  per  cent  per  annum ;  and  that  another  offer  of  $35  an  acre  for  the 
land  not  needed  for  the  reservoir  site  has  been  received.  The  offer  of 
$35  an  acre  is  practically  the  same  as  the  $30,000  offer.  For  the  non- 
operative  properties  of  Sonoma  City  Water  Works  an  offer  of  $60,000 
is  said  to  have  been  received  payable  at  the  time  the  property  can  be 
sold  by  those  making  the  offer.  The  parties  who  made  this  offer  agree 
to  pay  the  same  rate  of  interest  on  the  $60,000  as  the  company  pajrs 
interest  on  its  bonds.     It  is  evident  that  the  only  offer  made  that  can  be 
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reduced  to  an  immediate  cash  basis  is  that  for  the  0  'Brien  ranch,  which 
will  net  the  company  $15,000,  a  sum  wholly  inadequate  to  enable  those 
interested  to  carry  forward  this  project  expeditiously. 

There  appears  to  be  considerable  merit  in  the  consolidation  of  the 
properties,  provided  it  is  done  expeditiously  and  economically.  The 
plan  submitted  by  applicants  does  not  carry  with  it  any  assurance  that 
the  dam,  the  irrigation  system  and  improvements  will  be  constructed 
without  any  undue  delays.  In  our  opinion,  the  consolidation  of  the 
properties  and  the  construction  of  the  improvements  has  only  been 
partially  financed.  The  suggestion  has  been  made  that  preferred  stock 
might  be  sold  to  raise  some  of  the  necessary  funds.  The  application, 
however,  was  not  amended  to  cover  the  issue  of  preferred  stock. 

It  occurs  to  us  that  some  of  the  money  necessary  to  complete  this 
project  should  be  secured  either  through  an  assessment  of  the  present 
stockholders  of  Sonoma  Valley  "Water,  Light  and  Power  Company,  or 
the  sale  of  stock,  or  both.  The  present  outstanding  stock  is,  we  believe, 
out  of  proportion  both  as  to  the  investment  made  by  its  owners  and  the 
reasonable  value  of  the  property.  The  greater  portion  of  the  out- 
standing stock  should  be  canceled,  or  the  present  owners  contribute  a 
substantial  sum  to  the  enterprise  without  the  issue  of  any  additional 
stock  to  them.  To  properly  establish  this  business,  approximately 
$100,000  should  be  secured  from  the  present  or  prospective  stockholders, 
and  until  a  satisfactory  showing  is  made  that  such  an  amount  can  be 
secured  from  them,  no  order  authorizing  the  issue  of  the  bonds  will  be 
made  by  this  Commission.  In  view  of  this  conclusion,  it  is  not  necessary 
to  consider  the  provisions  of  the  proposed  mortgage  or  the  detailed 
purposes  for  which  it  is  desired  to  expend  the  proceeds  from  the  sale 
of  the  bonds. 

ORDER. 

Sonoma  Valley  Water,  Light  and  Power  Company  having  applied  to 
the  Railroad  Commission  to  execute  a  mortgage  to  secure  the  payment 
of  $260,000  of  8  per  cent  thirty-year  bonds  and  to  issue  and  sell  said 
bonds  for  the  purpose  of  paying  in  part  the  purchase  price  of  the 
pro]x-rties  of  the  Sonoma  City  Water  Works,  the  Sonoma  Vista  Water 
Company,  and  the  O^Brien  ranch,  and  the  cost  of  constructing  a  dam, 
an  irrigation  system  and  other  improvements,  and  the  owners  of  the 
Sonoma  City  Water  Works,  and  Sonoma  Vista  Water  Company  having 
asked  permission  to  sell  their  properties,  public  hearings  having  been 
held  and  the  Commission  being  of  the  opinion  that  Sonoma  Valley 
Water,  Light  and  Power  Company  should  secure  at  least  $100,000  from 
its  present  or  future  stockholders  as  a  condition  precedent  to  the  Issue 
and  sale  of  bonds  for  the  purposes  mentioned  in  the  foregoing  opinion ; 

It  is  hereby  declared,  by  the  Railroad  Commission  of  the  State  of 
California,  that  it  will  not  authorize  Sonoma  Valley  Water,  Light  and 
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Power  Ciompany  to  issue  $260,000  of  bonds  for  the  purposes  mentioned 
in  the  foregoing  opinion,  until  said  company  has  secured  in  cash  at  least 
$100,000  from  its  present  or  future  stockholders.  If  the  company 
intends  to  secure  any  of  said  $100,000  through  the  sale  of  stock,  a  proper 
application  for  permission  to  issue  and  sell  stock  must  be  filed  with  the 
Commission.  When  Sonoma  Valley  Water,  Light  and  Power  Company 
has  secured  at  least  $100,000  from  present  or  future  stockholders,  the 
Commission  will  make  the  necessary  order  in  this  proceeding  author- 
izing the  issue  and  sale  of  the  bonds  and  transfer  of  the  properties 
referred  to  in  this  application. 

Dated  at  San  Francisco,  California,  this  second  day  of  July,  1921. 


Decision  No.  9201. 

RIVERS  BROTHERS  COMPANY,  INCORPORATED, 

VS. 

TERMINAL  REFRIGERATING   COMPANY   AND  T.OS  ANGELES  ICE   AND 
COLD  STORAGE  COMPANY. 


Case  No.  1496. 
Decided  July  2,  1921. 


Wabehouses — Seasonal  Rates — Jurisdiction. — With  the  relinquishment  of  the 
Food  Administration  s  control  in  February,  191J),  food  warehouses  were  under 
no  jurisdiction  as  to  charges  until  July  22,  lf>ll>.  when  the  Food  War?!iouse- 
men  Act  became  effective. 

Charles  Clifford,   for  Rivers  Brothers  Company. 

Oscar   Mueller,   for   Los   Angeles   Ice   and    Cold    Storage    Company,    and   Terminal 

Refrigerating   Company. 
RvjT  Hardy,  for  Klein-Simpson  Fruit  Company  et  al. 

Martin,  Commissioner, 

OPINION. 

Complainant,  Rivers  Brothers  Company,  is  a  corporation  engaged  in 
the  wholesale  fruit  and  produce  business  at  Los  Angeles. 

By  complaint  filed  September  16,  1920,  it  alleges  that  the  charge 
assessed  for  the  storage  of  apples  in  warehouses  of  the  defendants  in 
excess  of  a  season  rate  of  25  cents  per  box  is  discriminatory,  excessive 
and  unlawful.  It  is  further  alleged  that  the  failure  of  these  defend- 
ants to  maintain  a  season  rate  on  apples  of  25  cents  per  box  is  in  viola- 
tion of  section  12  of  the  Food  Warehousmen  Act  and  section  19  of  the 
Public  Utilities  Act.     Reparation  is  asked. 

The  complaint  recites  that,  effective  July  22,  1919,  there  was  estab- 
lished for  the  cold  storage  of  apples  a  rate  of  9  cents  per  box  for  the 
first  month,  and  5  cents  per  box  for  each  month  thereafter,  with  no 
provision  for  a  season  rate,  although  there  was  in  effect  at  the  time 
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a  season  rate  of  25  cents  per  box  in  the  food  warehouses  operated  in 
San  Francisco. 

Complainant  *8  main  contention  is  that  these  defendants  should  have 
established  and  continued  in  effect  season  rate  of  25  cents  per  box  for 
the  cold  storage  of  apples  in  their  Los  Angeles  warehouses. 

There  was  before  the  Commission  at  the  same  time  this  case  was 
presented  Applications  Nos.  6007,  6043,  and  6052,  involving  the  cold 
storage  rate  of  the  Los  Angeles  Ice  and  Cold  Storage  Company,  the 
Merchants  Ice  and  Cold  Storage  Company,  and  the  National  Ice  and 
Cold  Storage  Company.  It  was  stipulated  and  agreed  that  the  testi- 
mony and  exhibits  entered  in  connection  with  the  three  applications 
for  increases  in  the  cold  storage  rates  at  Los  Angeles  would  be  con- 
sidered in  the  instant  proceeding  wherever  relevant. 

Hearings  were  held  in  Los  Angeles  in  September  and  November, 
1920,  and  January,  1921,  in  connection  with  Applications  Nos.  6007, 
6043,  and  6052  and,  under  date  June  24,  1921,  by  Decision  No.  9139, 
the  applications  to  increase  the  cold  storage  rates  were  denied.  This 
decision  gives  historical  data  and  other  facts  bearing  upon  the  rates 
and  service  and  it  will  not  be  necessary  to  here  repeat  the  details. 

The  complainant  submitted  two  exhibits,  one  showing  the  total  number 
of  boxes  of  apples  stored  with  the  Los  Angeles  Ice  and  Cold  Storage 
Company,  the  other  the  same  information  with  reference  to  the 
Terminal  Refrigerating  Company,  giving  the  storage  charges  paid  and 
the  charges  that  would  have  accrued  under  a  season  rate  of  25  cents 
per  box. 

The  evidence  adduced  by  the  complainant  bears  principally  upon 
the  contention  that  defendant's  failure  to  publish  a  season  rate  on 
apples  at  Los  Angeles,  July  22,  1919,  the  date  '*Food  Warehousemen 
Act*'  became  effective,  was  discriminatory  when  compared  with  the 
season  rates  continued  in  effect  at  San  Francisco,  Watsonville  and 
other  points  within  California,  and  at  certain  points  on  the  Pacific 
Coast  outside  of  California.  There  was  no  testimony  given  upon  the 
reasonableness  of  the  rate  per  se. 

In  Decision  No.  9139  (Applications  Nos.  6007,  6043,  6052),  we  em- 
ployed the  following  language: 

The  tariffs  and  rules  under  which  applicants  are  now  operating  are  sub- 
stantially the  tariflfs  and  rules  existing  on  July  22,  1919,  when  this  Commission's 
control  under  the  Food  Warehousemen  Act  became  effective.  During  the  period  of 
the  war  and  between  the  dates  of  September  1,  1918,  and  February  22,  1919,  the 
United  States  Food  Administration  exercised  a  measure  of  control  over  the  cold 
storage  business  and  established  rules  and  regulations  intended  to  aid  in  the  efficient 
production,  distribution,  and  conscnation  of  fowl  products.  The  F<K)d  Administra- 
tion also  fixed  maxima  storage  rates.  It  is  to  be  notetl,  however,  that  there  was 
no  exclusive  and  definite  rate  fixing  by  the  Food  Administration  and  that  tlu* 
storage  companies  under  its  control  were  free  to  charge  rates  lower  than  the 
maxima  established  by  the  federal  government.  In  the  case  of  the  storage  com- 
panies, applicants  in  this  proceeding,  the  rates  in  effect  prior  to  the  United  States 
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Food  Admioistration's  control  had  been  lower  than  the  maj^ima  permitted  by  the 
administration.  Applicants,  however,  took  advantage  of  the  m<urima  and  substan- 
tially raised  all  of  their  rates  to  conform  to  the  highest  permitted  ratCB. 

Betwe«»n  February  22,  VMU  (when  the  Food  Administration's  control  terminated), 
and  July  22,  1J)11)  (when  this  Commission's  control  began),  there  was  an  inter'm 
during  which  certain  adjustments  and  changes  in  rates  and  regulations  were  made 
•y  applicants,  these  changes  generally  tending  towards  an  increase  in  charjies. 
iJuring  this  period,  also,  applicants  discontinued  the  so-called  season  rates,  this 
form  of  rates  having  been  criticised  and  in  a  m*»asure  condemned  by  the  Food 
Administration  as  opi>osed  to  the  principles  which  should  govern  in  the  mntter  of 
storage  of  foodstuffs  during  the  crisis  of  the  war. 

These  applications  sought  authority  to  further  increase  cold  storage 
rates  from  20  to  60  per  cent,  and  permission  to  make  the  increases 
was  denied. 

The  defendants  introduced  during  the  proceeding  five  exhibits  deal- 
ing entirely  with  the  operations  of  cold  storage  plants  while  under 
federal  control,  the  object  of  these  exhibits  being  to  show  that  prior  to 
July  22,  1919,  the  date  upon  which  chapter  213,  Statutes  1919,  Pood 
Warehousemen  Act,  became  effective,  there  was  no  jurisdiction  by  the 
Railroad  Commission  of  the  State  of  California  over  the  charges 
assessed.  Under  date  July  3,  1919,  this  Commission  addressed  a 
circular  letter  to  all  food  warehousemen,  calling  attention  to  the  new 
statute  and  directing  that  schedules  be  filed  on  or  before  July  22,  1919. 
These  defendants  filed,  to  become  effective  July  22,  1919,  tariff  con- 
taining the  rates,  charges,  rules  and  regulations  to  be  assessed  in  com- 
pliance with  the  law,  until  changed  by  proper  authority.  This  tariff 
contains  no  season  rate  for  the  storage  of  apples,  the  rate  for  300  boxes 
or  more  being  9  cents  per  box  for  the  first  month,  and  5  cents  per 
box  for  each  succeeding  month.  This  is  the  charge  paid  by  com- 
plainant and  which  it  contends  is  unlawful  and  excessive,  and  that  the 
rate  of  25  cents  per  box  for  the  season  should  have  been  carried  in 
the  original  tariff.  Defendants  did  have  in  effect  in  July,  1918, 
certain  season  rates  covering  the  storage  of  apples,  which  rates  remained 
in  force  until  February  22,  1919,  at  which  time  the  United  States  Food 
Administration's  general  rules  were  canceled.  With  the  relinquish- 
ment of  the  Food  Administration's  control,  in  February,  1919,  the 
food  warehouses  were  under  no  jurisdiction  as  to  charges  and  were 
permitted  to  assess  any  rate  desired  until  July  22,  1919,  when  the  Pood 
Warehousemen  Act  became  effective,  which  fact  was  admitted  by  com- 
plainant's principal  witness. 

From  the  foregoing,  I  believe  it  is  clear  that  defendants  did  not 
violate  the  law  by  failing  to  publish  a  season  rate  for  the  cold  storage 
of  apples  or  other  commodities,  they  having  filed  lawful  tariff  on 
July  22,  1919,  in  compliance  with  the  law  and,  having  charged  uniform 
rates  to  all  stores,  I  am  forced  to  conclude  that  no  discriminatory  or 
otherwise  unlawful  charges  were  collected  by  the  defendant. 
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With  reference  to  the  seasou  rates,  the  following  from  Decision  No. 
9139,  supra,  is  pertinent : 

I  am  sHtisfit'd  tlint  sr«as(»n  r«trs  aiv  discriiiiinntory  and  unfair  and  that  tlie.v  liavc 
a   tendency,   to  say   the  least,  to  encourage  speculation   in   fooclstuffs. 

The  United  States  Food  Adminintratiou,  during  the  war,  investigated  quite 
exhaustively  the  matter  of  season  rates  for  storing.  It  is  realized  that  during  the 
stress  of  the  war  period  considerations  govenied  which  have  not  the  sauif  forct> 
in  normal  times.  But  it  seems  to  me  that  some  of  the  reasons  given  by  the  Food 
Administration  in  objecting  to  season  rates  are  as  good  now  as  they  were  then. 
The  Administration  came  to  the  following  conclusions : 

Season  rates  must  be  considered  unfair  and  inequitable,  because  they  do  not 
represent  accurate  and   reasonable  compen.sation   for  services   rendered. 

The  costs  of  conducting  the  cold  storage  business  have  exact  reference  to  a  small 
unit  of  time,  such  as  a  month,  rather  than  a  maximum  period,  such  as  a  season. 
F'or  instance,  the  principal  items  involved  are  rent,  interest,  depreciation,  labor,  etc., 
all   figured  on  a  monthly  basis.     Season  rates  must  be  regarded  as  discriminatory. 

It  has  been  customary,  on  season  goods,  to  add  the  storage  cost  to  the  prlc-e  of 
the  goods,  and  to  give  the  benefit  of  the  unexpired  season  storage  to  the  imrchaser, 
regardless  of  whether  the  goods  were  to  be  carried  for  the  season,  or  immediately 
withdrawn.     This  eventually  added   to  the  cast  of  the  product   to  the  consumer. 

Undoubtedly  the  season  rate  practice  leads  to  undue  length  of  time  in  carrying 
merchandise,  which  might  be  interpreted  as  "hoarding"  or  lending  itself  to  specu- 
lative  practices. 

I  recommend  that  season  rates  be  i)ermanently  abolished  and  that  tlie  regular 
monthly  unit  rate  should  apply  for  all  classes  of  merchandise. 

The  facts  as  disclosed  by  the  testimony  do  not  in  any  sense  warrant 
the  charge  that  defendants  have  violated  section  12  of  the  Food  Ware- 
housemen Act  by  the  establishment  of  uniform  rates  at  Los  Angeles. 
As  to  the  charge  of  violating  section  19  of  the  Public  Utilities  Act, 
the  testimony  shows  that  the  discriminations  alleged  were  as  between 
localities,  such  as  San  Francisco  and  Watsonville  on  the  one  hand,  and 
Los  Angeles  on  the  other.  Since  neither  of  these  defendants  operates 
cold  .storage  plants  at  either  of  the  competitive  points,  they  may  not 
be  held  responsible  for  the  difference  in  rates. 

The  complaint  should  be  dismissed. 

ORDER. 

Rivers  Brothers  Company,  Incorporated,  having  filed  a  complaint 
against  Los  Angeles  lee  and  Cold  Storage  Company  and  Terminal 
Refrigerating  Company,  charging  violations  of  certain  sections  of  the 
Pood  Warehousemen  Act  and  the  Public  Utilities  Act,  hearings  having 
been  held  thereon,  and  the  Commission  being  of  opinion  that  the  charges 
have  not  been  sustained; 

It  is  hereby  ordered,  that  the  complaint  be  and  the  same  is  hereby 
dismissed. 

Dated  at  San  Francisco,  California,  this  second  day  of  July,  1921. 
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Decision  No.  9205. 
ix  the  mattku  of  thk  application  of  thk  callfokxla-oufmion 

POWER  COMPANY.  A  (^OKPOUATIOX,  FOlt  AX  ORDER  OF  THK 
RAILROAD  COMMISSIOX  OF  THE  STATE  OF  CALIFORXLV. 
AT'THORIZIXG  THE  ISST'AN(*E  OF  BOXDS,  THE  EXECLTIOX  OF  A 
MORTGAGE  OR  DEED  OF  TRIST  TO  SEiH  RE  THE  SAME,  AXD  THE 
EXECUTION  AND  DELIVERY  OF  TEMPORARY  CERTIFICATES  TO 
BE  THEREAFTER  EXCHANGED  FOR   SAID  BONDS. 


Application  No.  6574. 
Decided  July  2,  1921. 


By  the  Commission. 

SECOND  SUPPLEMENTAL  ORDER. 

The  Railroad  Commission  having  on  June  30,  1921,  by  Decision  No. 
9190,  authorized  The  California-Oregon  Power  Company  to  execute  a 
mortgage  or  deed  of  trust  substantially  in  the  same  form  as  the  revised 
copy  filed  with  the  Commission  in  this  proceeding  on  June  28,  1921, 
and  The  California-Oregon  Power  Company  desiring  to  make  certain 
changes  in  said  revised  copy  and  having  filed  on  July  2,  1921,  with 
the  Commission  a  copy  of  the  proposed  changes,  and  the  Commission 
having  considered  said  changes  and  being  of  the  opinion  that  applicant 
should  be  permitted  to  make  the  proposed  changes;  now,  therefore; 

It  is  hereby  ordered,  that  Decision  No.  9190,  dated  June  30,  1921,  be 
and  it  is  hereby  modified  so  as  to  permit  the  California-Oregon  Power 
Company  to  modify  and  incorporate  in  the  mortgage  or  deed  of  trust 
which  it  is  authorized  to  execute  by  the  authority  granted  in  Decision 
No.  9190,  dated  June  30,  1921,  the  changes  filed  with  the  Commission 
on  July  2,  1921. 

It  is  hereby  further  ordered,  that  the  authority  granted  in  Decision 
No.  9190,  dated  June  30,  1921,  shall  remain  in  full  force  and  effect, 
except  as  modified  by  this  second  supplemental  order. 

Dated  at  San  Francisco,  California,  this  second  day  of  July,  1921. 


Decision  No.  9217. 

IX  THE  MATTER  OF  THE  ArPLICATION  OF  SHI  SUN  AND  GREEN 
VALLEY  TELEPHONE  COMPANY.  A  CORPORATION,  FOR  AUTHOR- 
ITY AND  PERMISSION  TO  ISSUE  AND  SELL  ONE  HUNDRED 
THIRTY  SHARES  OF  THE  CAPITAL  STOCK  OF  SAID  CORPORA- 
TION. 


Application  No.  6902. 
Decided  July  12,  1921. 


F.  A.  Chadhoume  and  C,  E.  RohertSf  for  Applicant. 
Hrundiob,  CotnmisBioner, 
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OPINION. 

Suisun  and  Green  Valley  Telephone  Company  asks  permission  to 
issue  and  sell  at  par  130  shares  ($6,500)  of  its  common  capital  stock. 

Applicant  was  incorporated  on  July  18,  1903,  and  is  at  present 
operating  a  farmers'  telephone  line  in  and  about  Suisun,  Cordelia  and 
Green  Valley  in  Solano  County,  California,  reporting  125  subscribers 
on  December  31,  1920.  Of  the  authorized  capital  stock,  of  200  shares, 
70  shares  of  the  par  value  of  $50  each  are  at  present  outstanding. 

The  company  heretofore  has  filed  with  the  Commission  in  connection 
with  Application  No.  5547 — ^a  rate  proceeding  that  is  now  pending — 
a  statement  in  which  it  estimates  that  approximately  $11,189  must  be 
expended  for  improvements,  additions  and  betterments  in  order  to 
insure  satisfactory  service.  The  testimony  of  F.  A.  Chadbourne  shows 
that  on  account  of  a  reduction  in  the  cost  of  materials,  supplies  and 
labor  and  on  account  of  making  some  minor  changes  in  the  plans  as 
originally  filed,  the  issue  and  sale  of  the  130  shares  of  stock  should 
provide  suflScient  funds  to  finance  the  proposed  capital  expenditures. 
His  testimony  further  shows  that  all  of  the  130  shares  have  been 
sabscribed  or  will  be  subscribed  for  by  the  company's  present  stock- 
holders. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Suisun  and  Qreen  Valley  Telephone  Company  having  applied  to 
the  Railroad  Commission  for  permission,  to  issue  stock,  a  public  hearing 
having  been  held  and  it  appearing  to  the  Railroad  Commission  that 
the  money,  property  or  labor  to  be  procured  or  paid  for  by  the  issue 
of  such  stock  is  reasonably  required  for  the  purpose  or  purposes 
specified  in  this  order  and  that  the  expenditures  for  such  purpose 
or  purposes  are  not  in  whole  or  in  part  reasonably  chargeable  to 
operating  expenses  or  to  income; 

It  is  Jiereby  ordered,  that  Suisun  and  Green  Valley  Telephone  Com- 
pany be  and  it  is  hereby  authorized  to  issue  and  sell  at  par  130  shares 
($6,500)  of  its  common  capital  stock. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  The  proceeds  from  the  sale  of  the  stock  shall  be  used  to  finance 
in  whole  or  in  part  the  proposed  capital  expenditures  described  in  the 
statement  filed  in  Application  No.  5547  as  modified  and  referred  to  in 
the  preceding  opinion. 

2.  Suisun  and  Green  Valley  Telephone  Company  shall  keep  such 
record  of  the  issue  and  sale  of  the  stock  herein  authorized  and  of  the 
disposition  of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the 
twenty-fifth  day  of  each  month,  a  verified  report  as  required  by  the 
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Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far 
as  applicable,  is  made  a  part  of  this  order. 

3.  The  authority  herein  panted  to  issue  stoek  shall  apply  only  to. 
such  stock  as  may  be  issued  and  sold  on  or  before  December  31,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twelfth  day  of  July,  1921. 


Decision  No.  9220. 


in  the  matter  of  the  application  of  (k)lden  eagle-barker 
sta(;e   for   permission   to   in(;rease   passenger   fares 

liPrrW.EEN    SACRAMENTO    AND   LIN(X)LN,    CALIFORNIA. 


Application  No.  6470. 
Decided  July  12,  1921. 


Auto  Stages — Salaries — Depreciation. — In  denying  application  to  increase  fares, 
the  Commission  held  that  $400  a  month  as  salaries  of  officials  while  the 
payroll  of  drivers  is  only  $720  a  month  is  excessive.  Also  that  25  per  cent 
depreciation  on  old  equipment  is  excessive. 

J,  B.  Gibson,  for  Applicant. 

By  the  Commission. 

OPINION. 

In  this  proceeding  Sam  Aronson  and  Joseph  Palace,  copartners, 
operating  under  the  fictitious  name  of  the  Golden  Eagle-Barker  Stage, 
conducting  automotive  passenger  stage  service  between  Sacramento 
and  liincoln,  via  Roseville,  petitioned  the  Railroad  Commission  to 
increase  passenger  fares  between  Lincoln  and  Roseville  from  35  cents 
to  45  cents,  an  increase  approximating  30  per  cent;  between  Roseville 
and  Sacramento  from  50  cents  to  65  cents,  an  increase  approximating 
30  per  cent;  and  between  Lincoln  and  Sacramento  from  80  cents  to 
$1.10,  an  increase  of  approximately  37^  per  cent. 

A  public  hearing  was  held  before  Examiner  Satterwhite  at  Sacra- 
mento, February  11,  1921,  and  the  matter  is  now  ready  for  decision. 

Prior  to  August  7,  1920,  the  Golden  Eagle-Barker  Stage  operated 
only  between  Sacramento  and  Roseville.  On  August  7,  1920,  the 
applicants,  Aronson  and  Palace,  acquired  by  transfer  the  operative 
rights  between  Roseville  and  Lincoln  and  commenced  a  through  service, 
Sacramento  to  Lincoln,  via  Roseville. 

The  distance  from  Sacramento  to  Roseville  is  18  miles,  and  from 
Roseville  to  Lincoln  11  miles,  a  total  distance  of  29  miles. 

The  applicants,  the  evidence  showed,  are  operating  two  Cadillac 
eleven-passenger  cars  valued  at  $5,500 ;  three  Studebakers — two  eleven- 
passenger  cars  and  one  seven-passenger  car — ^valued  at  $6,500,  and  two 
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White  stages,  nineteen-passenger  each,  valued  at  $13,000,  or  an  invest- 
ment at  the  time  of  hearing  of  $25,000. 

Attached  to  the  application  and  marked  '* Exhibit  B''  was  a  state- 
ment purporting  to  show  the  revenue  for  April,  May,  June,  July, 
August  and  September,  1920,  totaling  $11,775.40,  an  average  monthly 
income  of  $1,962.57.  No  segregation  is  given  of  the  operating  expense 
for  this  period,  but  applicant  assembled  certain  general  expense  items 
and  alleged  an  average  operating  cost  of  $1,920  per  month.  Among 
these  items  is  a  claimed  average  monthly  expense  of  $400  for  gasoline 
and  oil,  $300  for  repairs  and  $300  for  tires.  This  exhibit  was  later 
amended  to  show  a  segregation  of  operating  expenses  and,  in  addition 
to  the  six  months  named  in  the  original  exhibit,  the  month  of  October, 
1920,  was  included.  The  expense  for  gasoline,  according  to  this 
amended  exhibit,  varied  from  $500  per  month  in  July,  to  as  low  as 
$147.50  in  October,  or  an  average  for  the  seven  months'  period  of 
$320.55.  In  the  original  exhibit  repairs  are  given  at  an  average  of 
$300  per  month,  while  in  the  amended  exhibit  they  fluctuated  from 
$157.35  for  the  month  of  June,  to  $584.15  for  the  month  of  July,  or 
an  average  of  $329.40.  The  original  exhibit  made  no  allowance  for 
depreciation;  in  the  amended  exhibit  depreciation  is  charged  at  the 
rate  of  $250  per  month  for  the  first  six  months  and  $500  for  the  month 
of  October. 

Following  the  hearing  a  supplement  was  issued  to  Exhibit  B,  giving 
results  for  the  months  of  January,  February,  March  and  April,  1921. 
This  exhibit  showed  a  total  revenue  of  $13,745.45,  and  a  total  operating 
expense  of  $13,661.94 ;  in  the  operating  expenses  is  included  $400  per 
month  for  salaries  of  officials,  an  item  not  included  in  any  of  the 
previous  exhibits,  and  depreciation  is  charged  at  the  rate  of  $800  per 
month,  as  against  no  depreciation  carried  in  the  original  Exhibit  B; 
$250  per  month  during  April,  May,  June,  July,  August  and  September, 
1920 ;  $500  for  the  month  of  October,  1920,  in  amended  Exhibit  B,  and 
in  supplement  to  Exhibit  B,  $800  per  month  during  January,  Februar>', 
March  and  April,  1921.  This  $800  per  month  is  based  on  an  alleged 
valuation  of  $39,000,  new  equipment  having  been  added  since  the  hear- 
ing in  February,  1921. 

It  will  be  noted  that  the  management  is  now  deducting  an  allowance 
of  $400  per  month  as  salaries  for  oflficials,  while  the  pay  roll  of  all  the 
drivers  amounts  to  but  $720  per  month.  This  management  expense 
item  appears  to  the  Commission  to  be  excessive  and  unreasonable.  The 
amount  carried  in  expenses  for  depreciation,  based  on  25  per  cent  of  the 
claimed  value  of  the  automobiles  in  the  service,  is  also  excessive,  for 
the  evidence  shows  that  one  of  the  Cadillac   ll-passenger  machines 
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Is  a  1912  model  and  the  other  a  1913  model,  indicating  that  the  cars 
do  not  depreciate  at  the  rate  of  25  per  cent  per  annum. 

The  testimony  of  applicant  Aronson  was  to  the  effect  that  the 
operations  of  this  automobile  line  were  commenced  several  years  ago 
with  one  vehicle  and  that  the  valuable  equipment  now  owned  was  prac- 
tically all  created  out  of  earnings. 

The  exhibits  and  statements  furnished  to  the  Commission  and  the 
testimony  given  at  the  hearing  with  reference  to  the  revenue  and 
expenses  have  not  been  made  complete,  particularly  as  to  the  expenses, 
which  were  more  or  less  arbitrarily  estimated  and  segregated  from 
applicant's  other  business  activities.  The  estimated  increase  in  earn- 
ings under  the  proposed  rates  would  approximate  $5,000  per  annum 
without  giving  consideration  to  a  possible  normal  increase  in  the  volume 
of  the  business. 

The  through  service  had  been  in  effect  only  a  few  months  when  this 
application  was  filed  and,  therefore,  the  actual  results  flowing  from 
the  service  between  Sacramento  and  Lincoln  could  not  be  determined. 
Apparently,  the  application  to  increase  fares  was  prompted  by  reason 
of  the  increase  in  fares  made  by  the  Southern  Pacific  Company  on 
August  26,  1920,  for  their  passenger  service  between  Sacramento  and 
Lincoln. 

It  is  believed  that  by  the  reduction  of  the  management  expense 
referred  to  above,  a  revisement  of  the  depreciation  allowance  and  taking 
into  consideration  the  general  downward  trend  of  most  materials,  fuel 
and  labor,  that  this  applicant  will  be  enabled  under  present  rates  to 
meet  operating  expenses  and  secure  a  fair  return  upon  investment. 

Applicant  should  keep  a  careful  record  of  receipts  and  expenditures, 
by  months,  and  be  prepared  to  furnish  the  Commission  with  aetual  and 
definite  data  should  it  become  necessary  to  file  a  new  application  in  the 
future. 

Under  all  the  circumstances  we  believe  this  applicant  has  not  justified 
the  proposed  increases,  and  that  the  application  should  be  denied. 

ORDER. 

It  is  hereby  ordered,  that  the  application  for  increased  rates  in  this 
proceeding  be  and  the  same  is  hereby  denied. 

Dated  at  San  Francisco,  California,  this  twelfth  day  of  July,  1921. 
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Decision  No.  9222. 

IN  THE  MATTER  OF  THE  AITLKUTION  OF  SANTA  UOSA  WATER 
WORKS  FOR  AN  ORDER  AUTHORIZINd  IT  TO  ISSUE  NOTES  AND 
TO  SECURE  THE  SAME  BY  DEED  OF  TRUST. 


Application  No.  6912. 
Decided  July  12, 1921. 


A/.  Jj.  McDon4ild,  Jr.y  for  Applicant. 

Bbundiqe,  Commissioner, 

OPINION. 

Santa  Rosa  Water  Works  asks  permission  to  issue  $32,000  face  value 
of  notes  and  execute  a  deed  of  trust  securing  the  payment  of  the  notes. 
A  copy  of  the  proposed  deed  of  trust  is  filed  in  this  proceeding  and 
marked  Schedule  **B.'' 

On  September  12, 1912,  the  Commission  by  Decision  No.  219  (Volume 
I,  Opinions  and  Orders  of  the  Railroad  Commission  of  California,  page 
536)  authorized  applicant  to  issue  promissory  notes  in  the  aggregate 
face  value  of  $48,000  and  to  secure  the  payment  of  the  notes  by  deed  of 
trust.  Decision  No.  219  contains  a  general  description  of  applicant's 
properties  and  a  general  statement  of  the  conditions  under  which 
applicant  is  operating.  Applicant  issued  the  $48,000  of  notes  and  since 
their  issue  has  paid  $16,000,  leaving  $32,000  still  due.  The  $32,000 
represents  the  total  of  applicant's  indebtedness  on  June  1,  1921,  other 
than  the  usual  expenses  arising  from  the  operation  of  its  properties. 

The  record  shows  that  applicant  has  paid  no  dividends  during  the 
past  five  years  and  that  its  earnings  have  been  adequate  to  meet  its 
interest  payments.  I  believe  that  applicant's  request  should  be  granted 
and  herewith  submit  the  following  form  of  order : 

ORDER. 

Santa  Rosa  Water  Works  having  applied  to  the  Railroad  Commission 
for  permission  to  execute  a  deed  of  trust  and  to  issue  $32,000  of  notes 
payable  one  year  after  date  and  to  bear  interest  at  the  rate  of  7  per  cent 
per  annum,  a  hearing  having  been  held  and  the  Commission  being  of 
the  opinion  that  the  money,  property  or  labor  to  be  procured  or  paid 
for  through  the  issue  of  said  notes  is  reasonably  required  for  the  purpose 
specified  in  this  order  and  that  the  expenditures  for  such  purposes  are 
not  in  whole  or  in  part  reasonably  chargeable  to  operating  expenses  or 
to  income  ; 

It  is  hereby  ordered,  that  Santa  Rosa  Wart;er  Works  be  and  it  is 
hereby  authorized  to  execute  a  deed  of  trust  substantially  in  the  same 
form  as  the  deed  of  trust  filed  in  this  proceeding  and  marked  Schedule 
**R,"  provided  that  the  authority  herein  granted  to  execute  a  deed  of 
trust  is  for  the  purpose  of  this  proceeding  only,  and  is  granted  in  so 


Digitized  by 


Google 


244  CALIFORNIA  RAILBOAD  COMMISSION  DECISIONS. 

far  as  this  Commission  has  jurisdiction  under  the  terms  of  the  Public 
Utilities  Act  and  is  not  intended  as  an  approval  of  said  deed  of  trust 
as  to  such  other  legal  requirements,  to  which  said  deed  of  trust  may  be 
subject. 

It  is  hereby  further  ordered,  that  Santa  Rosa  Water  Works  be  and  it 
is  hereby  authorized  to  issue  a  note  or  notes  having  an  aggregate  face 
value  of  $32,000,  payable  one  year  after  date  and  to  bear  interest  at 
the  rate  of  not  exceeding  7  per  cent  per  annum,  for  the  purpose  of 
paying  or  refunding  the  $32,000  of  notes  referred  to  in  this  application. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  Santa  Rosa  Water  Works  shall  keep  such  record  of  the  issue  and 
sale  of  the  note  or  notes  herein  authorized  and  of  the  disposition  of  the 
proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day  of  each 
month,  a  verified  report  as  required  by  the  Railroad  Commission's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a 
part  of  this  order. 

2.  The  authority  herein  granted  will  apply  only  to  such  note  or  notes 
as  may  be  issued  on  or  before  December  31, 1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

D;Ued  at  San  Francisco,  California,  this  twelfth  day  of  July,  1921. 


Decision  No.  9224. 


IX  THR  MATTER  OF  THE  APPLICATION  OF  CALIFORNIA  SOUTHERN 
RAILROAD  COMPANY  TO  ISSUE  SECURITIES  AND  CONSTRUCT 
GRADE    CROSSINGS. 


Application  No.  5117.     Supplemental. 
Decided  July  12,  1921. 


A.  E,  Warmington,  for  Applicant. 
Britndige,  Commissioner, 

FIRST  SUPPLEMENTAL  ORDER. 

California  Southern  Railroad  Company  has  filed  with  the  Railroad 
Commission  a  statement  and  report  showing  that  its  line  of  railway  lias 
been  extended  from  Blythe  southwesterly,  a  distance  of  7.1  miles,  at  a 
cost  of  $165,415.75,  including  contractor's  profits. 

On  February  5,  1920,  by  Decision  No.  7104,  the  Railroad  Commisgion 
made  a  preliminary  order  in  this  proceeding  authorizing  applicant  to 
issue  $35,000  of  its  first  mortgage  bonds,  and  subject  to  certain  condi- 
tions, not  exceeding  $100,000  of  second  mortgage  bonds  and  $50,000  of 
common  stock  to  finance  the  cost  of  constructing  the  extension.  The 
$35,000  of  first  mortgage  bonds  have  been  issued  and  d^>OBited  as 
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collateral  to  secure  a  $35,000  note  issued  in  payment  for  rails  used  in 
constructing  the  extension.  None  of  the  second  mortgage  bonds  and 
none  of  the  stock  have  been  issued.  The  company  in  its  supplemental 
application  asks  permission  to  issue  such  an  amount  of  second  mortgage 
bonds  as  at  80  will  net  an  amount  equivalent  to  the  cost  of  the  extension. 

A  hearing  has  been  held  on  the  supplemental  application  and  the 
Commission  is  of  the  opinion  that  there  should  be  deducted  from  the 
total  cost  of  the  extension  the  $35,000  of  first  mortgage  bonds  heretofore 
issued  and  that  applicant  may  be  permitted  to  issue  not  exceeding 
$115,000  of  second  mortgage  bonds  and  $15,500  of  common  stock  to 
capitalize  the  remainder  of  the  construction  cost. 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  7104,  dated 
February  5,  1920,  in  so  far  as  it  relates  to  the  issue  of  second  mortgage 
bonds  and  common  stock,  be  and  it  is  hereby  modified  so  as  to  permit 
the  issue  of  not  exceeding  $115,000  of  second  mortgage  bonds  and 
$15,500  of  common  stock  to  finance  in  part  the  cost  of  constructing  the 
line  of  railway  referred  to  in  this  application,  provided : 

That,  the  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  additional  fee  required  by  the  Public  Utilities 
Act,  which  additional  fee  amounts  to  $15 ;  and  provided  further : 

That,  the  authority  herein  granted  is  in  lieu  of  and  not  in  additon  to 
the  authority  granted  in  Decision  No.  7104,  dated  February  5,  1920,  in 
so  far  as  the  authority  granted  in  said  decision  relates  to  the  issue  of 
second  mortgage  bonds  and  common  stock. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  7104,  dated 
February  5, 1920,  shall  remain  in  full  force  and  effect,  except  as  modified 
by  this  first  supplemental  order. 

The  foregoing  first  supplemental  order  is  hereby  approved  and 
ordered  filed  as  the  first  supplemental  order  of  the  Railroad  Commission 
of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twelfth  day  of  July,  1921. 


Decision  No.  9227. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  SKIRVINiJ  WAREHOUSE 
(X)MPANY,  INCORPORATED,  FOR  AN  ORDER  AUTHORIZING  THE 
ISSUE  OF  COMMON  AND  PREFERRED  STOCK. 


Application  No.  6783. 
Decided  July  12,  1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

The  Railroad  Commission  by  Decision  No.  9140,  dated  June  24,  1921, 
authorized  Skirving  Warehouse  Company,  Incorporated,  to  issue  and 
sell  $5,000  of  preferred  stock  and  $5,000  of  common  stock  to  Robert 
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Church  for  a  cash  consideration  of  $9,000  and  use  the  proceeds  to  pay 
$8,000  of  indebtedness  and  for  working  capital. 

Skirving  Warehouse  Company,  Incorporated,  has  asked  the  Railroad 
Commission  to  modify  its  decision  No.  9140,  dated  June  24,  1921,  so  as 
to  permit  the  company  to  use  the  $9,000  to  acquire  leases  of  warehouses 
at  Tarke  and  Tisdale,  having  capacities  of  100,000  bags  and  60,000  bags 
respectively,  said  acquisition  of  leases  to  carry  therewith  tangible  assets 
of  the  warehouses  aggregating  $2,672.25  and  accrued  storage  secured 
by  grain  in  the  warehouse  aggregating  $4,300,  the  total  price  of  said 
assets  and  leasehold  interests  to  be  $6,972.25.  The  remainder  of  the 
proceeds  the  company  asks  permission  to  use  as  working  capital. 

The  Commission  is  of  the  opinion  that  applicant's  request  is  a 
reasonable  one  and  that  it  should  be  granted,  and  it  is  therefore 

Ordered,  that  Condition  '*2'*  of  the  order  in  Decision  No.  9140,  dated 
June  24,  1921,  be  and  it  is  hereby  modified  so  as  to  permit  the  Skii*ving 
"Warehouse  Company,  Incorporated,  to  use  the  $9,000  obtained  from  the 
sale  of  $5,000  of  preferred  stock  and  $5,000  of  common  stock  to  acquire 
the  leasehold  interests  and  assets  including  storage  charges  of  the  ware- 
houses at  Tarke  and  Tisdale  referred  to  in  this  application.  The  pro- 
ceeds not  used  for  the  foregoing  purposes  may  be  used  for  working 
capital. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  9140,  dated 
June  24, 1921,  shall  remain  in  full  force  and  effect  except  as  modified  by 
this  first  supplemental  order. 

Dated  at  San  Francisco,  California,  this  twelfth  day  of  July,  1921. 


Decision  No.  9231. 

ix  the  matter  of  the  joint  application  of  pacific  gas  and 
electrkj  company,  a  corporation,  and  the  town  of 
santa  clara,  a  mi'nicipal  corporation.  for  an  order  of 
the  railroad  commission  of  the  state  of  california 
attthorizing  the  former  to  sell  and  convey  and  the 
latter  to  pi  rchase  and  acxjuire  the  electric  proper- 
ties described  in  this  petition. 


Application  No.  6953. 
Decided  July  15,  1521. 


By  the  Commission. 

ORDER. 

Pacific  Gas  and  Electric  Company  having  applied  to  the  Railroad 
Commission  for  authority  to  sell  to  the  town  of  Santa  Clara,  a  municipal 
corporation,  a  certain  electric  distribution  line  located  on  San  Francisco- 
San  Jose  road  and  Gould  street,  in  the  town  of  Santa  Clara,  and  the 
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Railroad  Commission  being  of  the  opinion  that  the  price  of  $1,000  which 
has  been  mutually  agreed  upon  is  reasonable  and  that  this  is  not  a  matter 
requiring  a  public  hearing,  and  good  reason  appearing  therefor; 

It  is  hereby  ordered,  that  Pacific  Gas  and  Electric  Company  be  and 
it  is  authorized  to  sell  to  the  town  of  Santa  Clara  in  accordance  with 
the  terms  and  provisions  of  the  agreement  of  sale  filed  in  this  proceeding 
and  designated  as  Exhibit  '*  A"  thereof,  that  certain  electric  distribution 
line  located  on  San  Francisco-San  Jose  road  and  Gould  street,  in  the 
town  of  Santa  Clara,  and  more  particularly  described,  in  said  Exhibit 
*'A"  and  in  Exhibit  **B.'^ 

The  authority  herein  is  granted  subject  to  the  following  conditions 
and  not  otherwise : 

1.  The  consideration  at  which  the  property  herein  referred  to  is 
authorized  to  be  transferred  shall  not  be  urged  before  this  Commission 
nor  any  other  public  body  as  a  measure  of  the  value  of  said  property 
for  any  purpose  other  than  the  transfer  herein  authorized. 

2.  Pacific  Gas  and  Electric  Company  shall,  within  sixty  days  after 
the  execution  thereof,  file  with  this  Commission  a  certified  copy  of  the 
instrument  by  means  of  which  title  to  said  property  is  passed. 

3.  The  authority  herein  granted  shall  apply  only  to  such  transfer  of 
property  as  is  made  within  sixty  days  of  the  date  of  this  order. 

Dated  at  San  Francisco,  California,  this  fifteenth  day  of  July,  1921. 


Decision  No.  9233. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  OENTUAL  (V)I:NTIES  (JAS 
COMPANY  FOR  AN  ORDER  AUTIIORIZINC  THE  ISSl'E  AND  SALE 
OF  ONE  HUNDRED  FIFl^Y  THOrSAND  DOLLARS  OF  SEVEN  PER 
CENT  DEBENTURE  BONDS. 


Application  No.  6827. 
Decided  July  15, 1921. 


By  the  Commission. 

SECOND  SUPPLEMENTAL  ORDER. 

The  Railroad  Commission  by  Decision  No.  9054  dated  June  4,  1921, 
authorized  Central  Counties  Gas  Company  to  issue  and  sell  for  cash  at 
not  less  than  92  per  cent  of  their  face  value,  and  accrued  interest, 
$150,000  of  7  per  cent  debenture  notes,  subject  among  others  to  the 
condition  that  none  of  the  notes  be  delivered  until  the  Commission  by 
supplemental  order  has  authorized  applicant  to  execute  a  trust  agree- 
ment under  which  the  notes  may  and  will  be  certified  and  issued. 

On  July  12,  1921,  applicant  filed  with  the  Commission  a  copy  of  its 
proposed  trust  agreement.     In   the   agreement  the  term  **  debenture 
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bond"  is  used  instead  of  the  term  *' debenture  notes,'*  which  term  was 
used  in  the  original  petition  in  this  proceeding. 

We  are  of  the  opinion  that  the  company  should  be  permitted  to  issue 
"debenture  bonds"  in  lieu  of  the  ** debenture  notes"  referred  to  in 
Decision  No.  9054,  and  that  the  decision  should  be  modified  accordingly. 

The  trust  agreement  filed  July  12,  1921,  is  in  satisfactory  form. 

It  is  hereby  ordered,  that  Decision  No.  9054,  dated  June  4,  1921,  be 
and  it  is  hereby  modified  so  as  to  permit  Central  Counties  Gas  Company 
to  issue  and  sell  $150,000  of  debenture  bonds  in  lieu  of  the  $150,000  of 
debenture  notes,  referred  to  in  said  decision. 

Jt  is  hereby  further  ordered,  that  Central  Counties  Gas  Company  be 
and  it  is  hereby  authorized  to  execute  a  trust  agreement  substantially 
in  the  same  form  as  the  trust  agreement  filed  with  this  Commission  on 
July  12,  1921,  provided  that  the  authority  herein  granted  to  execute  a 
trust  agreement  is  for  the  purpose  of  this  proceeding  only  and  is  granted 
in  so  far  as  this  Commission  has  jurisdiction  under  the  terms  of  the 
Public  Utilities  Act,  and  is  not  intended  as  an  approval  of  said  trust 
agreement  as  to  such  other  legal  requirements  to  which  said  agreement 
may  be  subject. 

It  is  hereby  further  ordered,  that  Decision  No.  9054,  dated  June  4, 
1921,  shall  remain  in  full  force  and  effect,  except  as  modified  by  this 
second  supplemental  order. 

Dated  at  San  Francisco,  California,  this  fifteenth  day  of  July,  1921. 


Decision  No.  9238. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  CITRUS  BELT  GAS  COM- 
PANY TO  SELL  AND  OF  SOUTHERN  CALIFORNIA  GAS  COMPANY 
TO  BUY  CERTAIN  PROPERTY  IN  THE  CITIES  OF  REDLANDS, 
COLTON  AND  SAN  BERNARDINO,  IN  SAN  BERNARDINO  COUNTY, 
AND  IN  THE  CITY  OF  CORONA,  IN  RIVERSIDE  COUNTY,  STATE  OF 
CALIFORNIA;  OF  SOUTHERN  CALIFORNIA  GAS  COMPANY  FOR 
(CERTIFICATES  OF  PUBLIC  CONVENIENCE  AND  NECESSITY  TO 
EXERCISE  CERTAIN  FRANCHISES  GRANTED  BY  SAID  CITIES,  OR 
APPLIED  FOR;  FOR  THE  APPROVAL  OF  A  CERTAIN  CONTRACT 
ENTERED  INTO  BETWEEN  CITRUS  BELT  (JAS  COMPANY  AND 
SOUTHERN  CALIFORNIA  GAS  COMPANY.  AS  OF  DATE  JUNE  14, 
11)21.  AND  OF  THE  SOUTHERN  CALIFORNIA  GAS  COMPANY  hX)R 
PERMISSION  TO  ISSUE  BONDS  PURSUANT  TO  SAID  CONTRACT. 


Application  No.  6917. 
Decided  July  15,  1921. 


O'Melreney,  Milliken  and  Tuller,  by  Hayre  Macneil,  and  Paul  FvuscU,  for  Southern 

California  (ias  Company. 
8.  W.  J/cA'a55,  for  Citrus  Belt  Gas  Comi>any. 
Wm.   Guthrie,   for  City   of  San  Bernardino. 
J.  G.  Emerson,  for  City  of  Corona. 
A.  E,  Brock,  Mayor,  for  City  of  Redlands. 

Bbukpiqe  and  Loveland,  Commissioners. 
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OPINION. 

The  Railroad  Commission  is  asked  by  applicants  to  make  an  order 
authorizing  Citrus  Belt  Gas  Company  to  sell  its  properties,  described 
in  Exhibit  **A"  filed  in  this  proceeding,  to  Southern  California  Gas 
Company,  and  to  permit  Southern  California  Gas  Company  to  purchase 
such  properties,  to  issue  bonds  and  to  exercise  franchise  rights,  more 
particularly  referred  to  below.  The  transfer  of  the  properties  is  to  be 
made  pursuant  to  the  terms  and  conditions  of  the  agreement  of  sale,  a 
copy  of  which  is  filed  in  this  proceeding  and  marked  Exhibit  **A." 

Citrus  Belt  Gas  Company  was  organized  in  1911  and  operates  gas 
generating  plants  in  San  Bernardino,  Redlands  and  Corona.  It  dis- 
tributes artificial  gas  in  Redlands,  San  Bernardino,  Colton  and  Corona. 

As  of  December  31,  1920,  the  company  reports  $250,166  of  capital 
stock  outstanding.  Its  interest  bearing  funded  debt  consists  of  $277,000 
of  bonds.  In  addition,  the  company  reports  $73,200  face  value  of  bonds 
in  its  treasury.  It  appears,  however,  that  part  of  the  $73,200  of  bonds 
have  been  deposited  as  collateral  to  secure  the  payment  of  unfunded 
indebtedness.  The  company's  unfunded  indebtedness  as  of  December 
31,  1920,  is  reported  to  consist  of  $14,000  of  notes  payable,  $16,360.49 
of  accounts  payable,  $7,456.67  of  interest  accrued  .and  $3,482.69  of  taxes 
accrued. 

Citrus  Belt  Gas  Company  for  1920  reports  610  consumers  in  San 
Bernardino,  592  in  Colton,  2345  in  Redlands  and  484  in  Corona,  making 
a  total  of  4031.  For  1919  the  company  reported  1066  consumers  in 
San  Bernardino,  650  in  Colton,  2225  in  Redlands  and  420  in  Corona, 
making  a  total  of  4361,  or  330  consumers  more  in  1919  than  in  1920. 
For  1920  Citrus  Belt  Gas  Company  reports  total  gross  operating  revenue 
of  $150,220.47,  and  operating  expenses  of  $173,441.26,  resulting  in  a 
net  operating  loss  of  $23,220.79. 

The  record  in  this  and  other  proceedings  shows  that  the  generating 
plants  and  other  properties  of  Citrus  Belt  Gas  Company  are  in  a  poor 
state  of  repair  and  operating  condition.  During  the  past  few  years  the 
company  has  encountered  considerable  difficulties  in  giving  satisfactory 
service  and  maintaining  its  credit.  As  a  matter  of  fact,  it  has  become 
necessary  for  the  city  of  Redlands  to  take  over  the  operation  of  the 
company's  plant  and  system  in  Redlands  in  order  that  satisfactory 
service  might  be  given  to  the  consumers  residing  in  Redlands. 

Southern  California  Gas  Company  operates  gas  distributing  systems 
in  San  Bernardino  and  Colton.  Its  distributing  lines  do  not  extend  to 
Redlands  or  to  Corona.  A.  B.  Macbeth,  vice  president  and  general 
manager  of  Southern  California  Gas  Company,  testified  that  if  the  com- 
pany is  permitted  to  purchase  the  properties  of  Citrus  Belt  Gas 
Company,  it  will  immediately  begin  to  serve  the  consumers  of  Citrus 
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Belt  Gas  Company  in  San  Bernardino  and  Colton  with  natural  gas  of 
about  1100  heat  units.  The  consumers  of  Citrus  Belt  Gas  Company 
have  heretofore  been  receiving  straight  artificial  gas  of  less  than  600 
heat  units. 

A.  B.  Macbeth  also  testified  that  it  is  the  intention  of  the  Southern 
California  Gas  Company  to  lay  some  four  or  five  miles  of  6-inch  line  in 
order  to  connect  its  system  with  the  system  of  the  Citrus  Belt  Gas 
Company  in  Bedlands,  and  that  when  this  is  done,  Bedlands  will  be 
supplied  with  natural  gas.  The  plans  of  the  company  as  to  the 
character  of  service  in  Corona  have  not  been  finally  passed  upon.  The 
company,  however,  intends  to  continue  the  gas  service  in  Corona  and  to 
give  good  service  in  all  of  the  communities  now  being  served  by  the 
Citrus  Belt  Gas  Company. 

A  detailed  description  of  the  properties  which  Southern  California 
Gas  Company  asks  permission  to  buy  is  found  in  Schedule  *'A" 
attached  hereto.  The  record  shows  that  the  Citrus  Belt  Gas  Company 
has  agreed  to  sell  all  of  its  properties  except  an  automobile,  a  desk  and 
chair,  to  Southern  California  Gas  Company.  The  purchasing  company 
asks  permission  to  issue  in  payment  for  the  properties  $365,000  face 
value  of  its  7  per  cent. first  and  refunding  gold  bonds  dated  March  1, 
1921,  and  due  March  1,  1951,  and  in  addition,  make  a  cash  payment  of 
$1,110.  The  properties  are  to  be  transferred  free  and  clear  of  all 
encumbrances.  It  may  be  that  some  of  the  holders  of  bonds  which  are 
now  a  lien  on  the  Citrus  Belt  Gas  Company  properties  will  refuse  to 
exchange  their  bonds  for  Southern  California  Gas  Company  bonds. 
To  meet  such  a  situation,  if  it  arises,  the  purchasing  company  asks 
authority  to  sell  part  of  the  $365,000  of  bonds  and  increase  the  cash 
payment. 

After  the  transfer  of  the  properties  has  been  effected,  necessary 
adjustments  will  be  made  on  account  of  materials  and  supplies  on  hand. 
The  purchasing  company  agrees  to  acquire  the  materials  and  supplies 
on  hand  at  their  market  value.  For  some  time  past,  the  city  of  Redlands 
has  been  operating  the  properties  of  Citrus  Belt  Gas  Company  located 
in  Redlands.  The  Southern  California  Gas  Company  agrees  to  buy 
from  the  city,  at  the  market  value,  all  fuel  oil  on  hand  at  the  time  of 
the  transfer  of  the  properties  and  pay  to  tEe  city  in  cash  such  sum  as 
will  reimburse  the  city  for  any  amount  it  may  then  be  out  on  account  of 
the  cost  of  repairing  and  replacing  gas  meters  within  the  city  limits, 
according  to  the  sworn  statement  to  be  rendered  by  George  Hinckley, 
provided  that  the  purchasing  company  shall  not  be  required  to  pay  on 
account  of  such  meters  any  sum  in  excess  of  $4,500  for  repairs  and 
replacements  up  to  June  3,  1921,  and  in  addition  thereto  the  company 
agrees  to  pay  the  cost  of  such  repairs  and  replacements  as  are  made 
with  its  consent. 


Digitized  by 


Google 


CALIFOBNIA   RAILROAD  COMMISSION  DECISIONS.  251 

Included  in  the  properties  which  the  Southern  California  Gas 
Company  intends  to  acquire  are  franchises  granted  by  the  city  of 
Bedlands,  city  of  San  Bernardino,  city  of  Colton  and  city  of  Corona, 
together  with  all  other  franchises,  rights  and  privileges  under  which  the 
Citrus  Belt  Gas  Company  has  been  operating.  Southern  California 
Gas  Company,  it  appears  from  the  record,  has  applied  for  new 
franchises  in  Redlands  and  in  San  Bernardino.  The  order  herein  will 
permit  Southern  California  Gas  Company  to  operate  under  the  present 
franchises  of  the  Citrus  Belt  Gas  Company.  When  it  has  secured  new 
franchises  from  the  city  of  Bedlands  and  San  Bernardino  and  filed 
copies  of  such  franchises  with  the  Commission,  the  Commission  will  make 
such  further  order  as  it  may  deem  appropriate. 

There  has  been  no  protest  filed  against  the  granting  of  this  application. 
Wm.  Guthrie,  city  attorney  for  San  Bernardino,  consented  to  the  sale 
of  the  properties  subject  to  certain  reservations.  He  urged  that  the 
Southern  California  Gas  Company  file  a  statement  showing  what  part 
of  the  Citrus  Belt  Gas  Company  properties  will  be  abandoned  and  that 
Southern  California  Gas  Company  secure  a  franchise  from  the  city  of 
San  Bernardino.  A  statement  showing  what  properties  will  likely  be 
abandoned  has  been  filed  with  the  Commission  and  the  Commission 
advised  that  the  company  has  applied  for  a  franchise  from  the  city  of 
San  Bernardino. 

We  herewith  submit  the  following  form  of  order : 

ORDER. 

The  Railroad  Commission,  having  been  asked  to  make  an  order 
authorizing  the  sale  and  transfer  of  the  properties  of  Citrus  Belt  Gas 
Company,  described  in  Exhibit  **  A"  filed  in  this  proceeding,  to  Southern 
California  Gas  Company,  and  Southern  California  Gas  Company  having 
applied  to  the  Commission  for  permission  to  purchase  said  properties, 
to  issue  not  exceeding  $365,000  of  bonds  and  to  exercise  franchise  rights, 
a  public  hearing  having  been  held  and  the  Commission  being  of  the 
opinion  that  this  application  should  be  granted  subject  to  the  terms  and 
conditions  of  this  order,  and  that  the  money,  property  or  labor  to  be 
procured  or  paid  for  by  Southern  California  Gas  Company  through  the 
issue  of  $365,000  of  bonds,  is  reasonably  required ; 

Therefore,  applicants  are  hereby  authorized  to  perform  the  following 
acts: 

1.  Citrus  Belt  Gas  Company  may  sell  its  properties  described  in 
Schedule  **A,"  attached  hereto,  to  Southern  California  Gas  Company, 
and  Southern  California  Gas  Company  may  purchase  said  properties 
pursuant  to  the  terms  and  conditions  of  the  agreement  filed  in  this 
proceeding  and  marked  Exhibit  **A,"  which  agreement  applicants  are 
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authorized  to  execute  and  perform  all  acts  necessary  to  carry  said 
agreement  into  effect. 

2.  Southern  California  Gas  Company  may  issue  not  exceeding 
$365,000  of  its  first  and  refunding  mortgage  twenty-year  7  per  cent  gold 
bonds  due  March  1,  1951,  and  deliver  said  bonds  in  part  payment  for 
the  properties  which  it  is  herein  authorized  to  purchase;  or,  it  may  sell 
said  bonds  at  not  less  than  97  per  cent  of  their  face  value  and  accrued 
interest  and  use  the  proceeds  to  pay  in  part  for  the  said  properties. 

3.  Southern  California  Gas  Company  may  exercise  the  rights  and 
privileges  granted  by  the  following  ordinances: 

(a)  Ordinance  No.  407,  city  of  Redlands; 

(b)  Ordinance  No.  298,  city  of  San  Bernardino ; 

(c)  Ordinance  No.  195,  city  of  Colton ; 

(d)  Ordinance  No.  197,  city  of  Colton ; 

(e)  Ordinance  No.  283,  city  of  Corona; 

provided,  Southern  California  Gas  Company  shall  first  file  with  the 
Railroad  Commission  a  stipulation  duly  authorized  by  its  board  of 
directors  declaring  that  Southern  California  Gas  Company,  its  suc- 
cessors and  assigns,  will  never  claim  before  the  Railroad  Commission 
or  any  court  or  other  public  body,  a  value  for  said  rights  and  privileges 
in  excess  of  the  amount  actually  paid  to  the  various  grantors  as  the 
consideration  for  the  granting  of  the  franchises,  which  amount  shall  be 
set  forth  in  the  stipulation,  and  shall  have  received  from  the  Railroad 
Commission  a  supplemental  order  declaring  that  such  stipulation  has 
been  filed  in  form  satisfactory  to  the  Railroad  Commission. 

4.  Upon  the  filing  of  the  certified  copy  of  an  ordinance  of  the  city  of 
Redlands  and  an  ordinance  of  the  city  of  San  Bernardino,  together  with 
a^  stipulation  similar  in  form  to  that  mentioned  in  paragraph  3  of  this 
order,  the  Railroad  Commission  will  declare  that  public  convenience  and 
necessity  recjuire,  and  will  require,  the  exercise  by  Southern  California 
Gas  Company  of  all  rights  and  privileges  granted  to  it  by  such 
ordinances,  subject  to  such  terms  and  conditions  as  the  Railroad 
Commission  may  prescribe. 

The  authority  herein  granted  Ls  subject  to  further  conditions  as 
follows : 

(a)  The  consideration  paid  for  the  properties  of  Citrus  Belt  Gas 
Company  shall  not  be  used  as  a  measure  of  value  of  the  properties  for 
any  purpose  other  than  the  transfer  herein  permitted. 

(b)  Southern  California  Gas  Company  shall  file  with  the  Commission 
a  verified  copy  of  the  deed  or  deeds  under  which  it  secures  and  holds 
title  to  the  properties  now  owned  by  Citrus  Belt  Gas  Company,  such 
deed  or  deeds  to  be  filed  within  30  days  after  execution. 

(c)  Southern  California  Gas  Company  shall  keep  such  record  of  the 
issue  and  sale  of  the  bonds  herein  authorized  and  of  the  disposition  of 
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the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day  of 
each  month  a  verified  report,  as  reciuirod  by  the  Railroad  Comniission 's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a 
part  of  this  order. 

(d)  The  authority  herein  granted  to  Issue  bonds  will  not  become 
eflfective  until  Southern  California  Gas  Company  has  paid  the  fee 
prescribed  by  the  Public  Utilities  Act. 

(e)  The  authority  herein  granted  to  transfer  properties  and  issue 
bonds  will  apply  only  to  such  transfer  as  may  be  made  and  to  such  bonds 
as  may  be  issued,  sold  and  delivered  on  or  before  December  15,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fifteenth  day  of  July,  1921. 

SCHEDULE  "A." 

The  properties  which  Citrus  Belt  Gas  Company  is  authorized  to  sell 
and  Southern  California  Gas  Company  to  purchase  by  the  order  in 
Application  No.  6917  are  those  described  in  Exhibit  **A''  filed  in 
Application  No.  6917,  and  consist  of  the  following : 

The  seller  (Citrus  Belt  Gas  Company)  agrrees  to  sell  and  deliver,  and 
the  buyer  (Southern  California  Gas  Company)  agrees  to  take  and  pay 
for,  all  the  real  and  personal  property  situate  in  the  counties  of  San 
Bernardino  and  Riverside,  State  of  California,  more  particularly 
described  as  follows,  to  wit : 

Parcel  (a) — Redlands. 
All  those  certain  lots,  pieces  and  parcels  of  ground  situate  in  the  city  of  Redlands, 
county    of    San    Bernardino,    State    of    California,    more    particularly    described    as 
follows : 

1.  All  of  lots  numbered  one  (1).  two  (2),  three  (3)  and  four  (4),  in  block 
lettered  *'B"  according  to  the  recorded  map  of  I*eller-Pratt  and  Kendall's  subdivi- 
sion as  the  same  appears  of  record  in  book  5,  of  maps,  at  page  22  thereof,  in  the 
recorder's  office  of  said  county,  together  with  all  buildings,  improvements  and  fixtures 
now  located  thereon. 

2.  Beginning  thirty  (30)  feet  south  of  a  point  nine  hundred  and  eighty-four  and 
five-tenths  (964.5)  feet  west  of  the  northeast  comer  of  the  south  one-half  (Si)  of 
the  south  one-half  (S^)  of  lot  twenty -seven  (27)  in  block  seventy-seven  (77)  of  the 
San  Bernardino  Rancho ;  thence  east  two  hundred  and  ninety-seven  and  two-t**nths 
(21)7.2)  feet ;  thence  south  two  hundred  and  seventy-one  and  nine-tenths  (271.1>) 
feet  to  Mill  Creek  Zanja ;  thence  westerly  along  said  Zanja  to  point  south  of  the 
point  of  bt^inning;  thence  north  two  hundred  and  three  and  one-half  (203i)  feet 
to  the  point  of  beginning,  containing  1^  acres,  more  or  less ;  in  the  city  of  Redlands. 
county  of  San  Bernardino.  State  of  California,  as  per  plat  recorded  in  book  7  of 
maps,  page  2,  of  the  records  of  said  county.  Together  with  all  buildings,  improve- 
ments  and   fixtures  now   located   thereon. 

3.  Also  l»eginning  at  a  point  (I.S7.3  feet  w«'st  and  30  feet  south  of  the  northeast 
comer  of  the  .south  half  of  the  south  half  of  lot  twenty -seven  (27)  in  block  seventy- 
seven  (77)  of  the  eighty  (SO)  acre  survt\v  of  the  Rancho  San  Bernardino  as  per 
map  thereof,  recorded  in  book  7.  page  2,  records  of  San  Bernardino  County  :  thence 
east  00.8  feet  more  or  less,  to  west  line  of  Mill  street;  thence  south  along  said 
west   line  288  feet,  more  or  less,   to  center  line  of  Mill  Creek  Zanja :   thence  west 
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along  said  center  line  of  said  Zanja  to  a  i)oint  directly  south  of  the  point  of  bejdu- 
ning;  thence  north  271.0  feet,  more  or  less,  to  i)oint  of  beginning.  Together  with 
all  buildings,  improvements  and   fixtures  now  located   thereon. 

Parcel  (b) — Coiton. 

Lots  numbered  one  (1),  two  (2),  three  (3),  four  (4),  five  (5),  six  ((i),  seven 
(7),  eight  (8),  nine  (9),  ten  (10),  eleven  (11),  twelve  (12),  thirteen  (13),  four- 
teen (14),  fifteen  (15)  and  sixteen  (16),  all  in  block  numbered  173,  of  the  town 
of  Coiton,  according  to  the  plat  as  shown  in  book  9  of  maps,  at  page  37  thereof, 
records  of  said  county.  Together  with  all  buildings,  improvements  and  fixtures  now 
located  thereon. 

Parcel  (c) — San  Bernardino. 

All  that  certain  real  property  situated  in  the  city  of  San  Bernardino,  county  of 
San  Bernardino,  State  of  California,  and  particularly  described  as  follows :  All 
that  portion  of  lot  one  (1)  of  block  ten  (10)  of  the  five-acre  survey  of  the  Rancho 
San  Bernardino,  according  to  the  map  of  said  rancho  on  record  in  the  office  of  the 
county  recorder  of  San  Bernardino  County,  in  book  7  of  maps,  at  page  2  thereof, 
described  as  follows:  Commencing  in  the  north  line  of  said  lot  one  (1)  at  the 
northwest  corner  of  the  lands  formerly  owned  by  the  San  Bernardino  Artificial 
Stone  and  Improvement  Company  as  described  in  a  deed  to  said  San  Bernardino 
Artificial  Stone  and  Improvement  Company  from  one  A.  Thompson,  recorded  in 
book  55  of  deeds  at  page  270  of  the  records  of  said  San  Bernardino  County ; 
thence  running  west  along  the  said  north  line  of  said  lot,  one  hundred  and  fift>' 
(150)  feet;  thence  south  three  hundred  and  fifteen  (315)  feet,  more  or  less,  to  the 
north  line  of  the  right  of  way  of  the  Southern  California  Railway ;  thence  east  one 
hundred  and  fifty  (150)  feet;  thence  north  three  hundred  and  fifteen  (315)  feet, 
more  or  less,  to  the  point  of  beginning. 

Together  with  all  buildings,  improvements  and  fixtures  now  located  thereon. 

Parcel  (d) — Corona. 

All  that  certain  real  property  situated  in  the  city  of  Corona,  county  of  River- 
side,  State  of  California,  and  more  particularly  described  as  follows,  to  wit: 

All  that  portion  of  lot  four  (4)  in  block  seventy-one  (71)  of  the  South  River- 
side Colony  Lands,  in  the  city  of  Corona,  county-  of  Riverside,  State  of  California, 
according  to  map  thereof  recorded  in  the  office  of  the  recorder  of  San  Bernardino 
(^ounty,  California,  in  book  9,  page  5,  of  maps,  described  as  follows : 

Commencing  at  the  northeast  (NE)  corner  of  lot  five  (5)  in  said  block  seventy- 
one  (71)  ;  thence  running  southeasterly  along  the  northwesterly  line  of  said  lot 
four  (4)  eighty-nine  (89)  feet  and  one  (1)  inch;  thence  southerly  paralleling  the 
westerly  line  of  said  lot  four  (4)  one  hundred  and  ninety-four  and  forty-two  hun- 
dredths (194.42)  feet;  thence  at  right  angles  westerly  eighty-eight  (88)  feet  to  the 
south  corner  of  said  lot  four  (4)  ;  thence  northerly  along  the  said  line  of  lot  four 
(4)  two  hundred  eight  and  forty-three  hundredths  (208.43)  feet  to  point  of  com- 
mencement. 

Together  with  all  buildings,  improvements  and  fixtures  now  located  thereon. 

Parcel  (e) — Franchises. 
Those  certain  franchises,  rights  and  privileges  described  as  follows : 

1.  Redlands.  All  those  certain  franchises,  rights  and  privileges  granted  by  the 
board  of  trustees  of  the  city  of  Redlands  to  the  Redlands  Gas  Company,  by  ordi- 
nance No.  267,  and  to Edison  Company,  by  ordinauct  No ,  and 

to  Home  Gas  and  Electric  Company,  by  ordinance  No.  407;  together  with  all  pipes, 
pipe  lines,  connections,  meters  and  other  apparatas  and  appliances  installed  pur- 
suant to  or  in  connection  with  said  franchises,  and  each  of  them. 

2.  San  Bernardino.  All  those  certain  franchises,  rights  and  privileges  here- 
tofore granted  by  the  city  of  San  Bernardino  to  Seth  Hartley  by  ordinance 
adopted  by  the  board  of  trustees  of  said  city,  Nowniber  5,  1904,  being  ordinance 
No.  298;  together  with  all  pipes,  pipe  lines,  connections,  meters  and  other  apimraius 
and  appliances  installed  pursuant  to  or  in  connection  with  said  franchise. 

o.  CoLTON.  All  rights,  privileges  and  franchises  grantt»d  by  the  board  of  trustees 
of  the  city  of  (^olton  to  George  K.  Ellis,  by  ordinance  No.  195.  as  amended  by 
ordinance    No.   197 ;    together   with   all   pipes,   pipe   lines,    connections,   meters   and 
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otlier  ai>i>aratus  and  appliances   installed  pursuant   to  or  in   connection   with  said 
franc'hise. 

4.  Corona.  All  rights,  privilegOR  and  franchises  granted  by  the  board  of  trustees 
of  the  city  of  Corona  to  P.  J.  Dubbell,  by  ordinance  No.  283 ;  together  with  all 
pipes,  pipe  lines,  connections,  meters  and  other  apparatus  and  appliances  installed 
pui-suant  to  or  in  connection  with  said  franchise. 

5.  AH  franchises  to  use  the  public  streets  and  thoroughfares  of  each  and  every 
of  the  cities  hereint)efore  in  this  indenture  named,  and  of  laying  down  pipes  and 
conduits  therein  and  connections  therewith  so  far  as  may  be  necessary  for  intro- 
ducing into  and  supplying  said  cities  and  their  respective  inhabitants  with  gaslight 
acquired  by  seller  under  and  by  virtue  of  section  19  of  article  XI  of  the  constitu- 
tion of  the  State  of  California  as  it  existed  prior  to  October  10,  1911 ;  together 
with  all  pipes,  pipe  lines,  connections,  meters  and  other  apparatus  and  appliances 
installed  pursuant  to  or  in  connection  with  said  franchises. 

6.  Any  and  all  other  franchises,  rights,  and  privileges  not  above  specifically  set 
forth,  granted  by  any  governmental  or  other  public  body  to  the  seller,  or  now 
owned  by  it,  together  with  all  pipes,  pipe  lines,  iH)nnection8,  meters  and  other 
apparatus  and  appliances  installed  pursuant  to  or  in  connection  with  any  of  said 
franchises. 

Parcel  (f) — Omnibus  Clause. 

Seller's  gas  generating  systems,  compressor  plants  and  gas  distributing  systems 
and  mains  in  and  about  each  of  the  cities  of  Redlands,  San  Bernardino,  Corona  and 
Colton,  including  among  other  things  all  mains,  pipes,  rights  of  way,  licenses  and 
like  privileges,  furnaces,  boilers,  purifiers,  washers,  holders,  meters,  motors,  services, 
tools,  e<iuipment,  appliances  and  property  either  real  or  personal  used  or  in  connec- 
tion  with  said  systems. 

Parcel   (o) — Furniture. 

All  office  furniture  now  located  at  any  of  seller's  offices  in  any  of  said  cities 
and  all  automobiles  and  automobile  trucks  now  owned  by  seller;  excepting  there- 
from,  however,  the   Hudson   automobile,   license   No. ,   and  the  office  desk  and 

office  chair  used  by  the  manager  of  seller. 

Parcel  (h) — Miscellaneous  personal  property. 
•All  material  and  supplies,  including  oil,  now  owned  by  seller. 


Decision  No.  9239. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  CALIFORNIA 
GAS  COMPANY  FOR  AN  INCREASE  IN  AND  A  GENERAL  ADJITST- 
MENT  OF  ITS  RATES  AND  CHARGES  FOR  GAS  TO  BE  SOLD  AND 
DISTRIBUTED  BY  IT  WIl^IN  THE  CITY  OF  LOS  ANGELES  AND 
VARIOUS  INCORPORATED  AND  UNINCORPORATED  TERRITORIES 
IN  THE  VICINITY  OF  LOS  ANGELES. 


Application  No.  6338. 
Decided  July  15,  1921. 


By  the   Commission. 

FIRST  SUPPLEMENTAL  ORDER. 
Whereas,  this  Commrssioii  in  its  Decision  No.  9132,  in  Application  No. 
6326,  authorized  Los  Angeles  Gas  and  Electric  Corporation  to  charge 
and  collect,  in  addition  to  its  regular  schedules,  a  charge  of  3  cents  per 
thousand  cubic  feet  for  gas  service  rendered,  based  on  meter  readings 
taken  on  and  after  August  1,  1921,  to  reimburse  Los  Angeles  Gas  and 
Electric  Corporation  for  increased  cost  of  oil  not  accounted  for  in 
previous  rates;  and 
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Whereas,  Southern  California  Gas  Company,  which  supplies  gas  for 
domestic  and  commercial  purposes  in  competition  with  Los  Angeles 
Gas  and  Electric  Corporation,  has  not  earned  in  the  past,  and  does  not 
under  present  conditions  earn  as  reasonable  a  rate  of  return  on  this 
class  of  service  as  Los  Angeles  Gas  and  Electric  Corporation  has  been 
authorized  to  earn  due  to  its  scattered  territory,  and  the  Commission 
finding  that  it  would  be  just  and  reasonable  for  Southern  California 
Gas  Company  to  charge  and  collect,  in  addition  to  its  regular  schedules, 
a  charge  of  3  cents  per  thousand  cubic  feet  sold  during  the  period  that 
the  same  is  authorized  on  Los  Angeles  Gas  and  Electric  Corporation's 
system ; 

//  is  hereby  ordered,  that  Southern  California  Gas  Company  be  and 
the  same  is  hereby  authorized  to  charge  and  collect  the  sum  of  3 
cents  per  thousand  cubic  feet  of  gas  sold  in  addition  to  its  regular 
schedules  Nos.  A-1,  A-4,  A-5  and  A-6,  based  upon  all  regular  meter 
readings  taken  on  and  after  August  1,  1921,  and  during  such  time 
as  Los  Angeles  Gas  and  Electric  Corporation  is  authorized  to  charge  and 
collect  such  additional  charge  and  not  thereafter. 

The  effective  date  of  this  order  is  August  1,  1921. 

Dated  at  San  Francisco,  California,  this  fifteenth  day  of  July,  1921. 


Decision  No.  9240. 


IN  THE  MATTER  OF  THE  APPLICATION  OB^  PACIFIC  ELECTRIC  RAIL- 
WAY (^OMPANY  FOR  AN  ORDER  GRANTINC.  PERMISSION  TO 
INCREASE  ITS  RATES  VOU  THE  SALE  OF  ELECTRIC  ENERGY. 


Application  No.  5842. 
Decided  July  15.  1921. 


Frank  Karr,   for   Applicant. 

By  the   Commission. 

OPINION. 

Pacific  Electric  Railway  Company  asks  authority  to  increase  its 
rates  for  the  sale  of  electric  energy.  This  request  for  an  increase  is 
based  on  the  increased  cost  of  electric  energy  which  applicant  has 
been  rea.uired  to  pay  to  Southern  California  Edison  Company,  and 
also  due  to  increases  in  its  other  expeases. 

Applicant  serves  some  fifty-eight  consumers  located  along  its  electric 
railway  lines.  These  consumers  can  not  conveniently  be  served  by 
other  electric  utilities  and  therefore  have  been  served  by  applicant 
on  account  of  their  location  in  respect  to  Pacific  Electric  Railway 
Company  \s  power  lines.  Electric  energy  is  supplied  from  the  Pacific 
Electric  Railway  Company's  power  lines,  which,  in  turn,  is  purchased 
by  applicant  from  the  Southern  California  Edison  Company.     Appli- 
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cant's  electric  operations  are  secondary  to  its  railway  operations 
and  is  carried  on  more  for  the  convenience  of  its  electric  consumers 
rather  than  for  any  profit  which  might  be  made  from  the  sale  of 
electric  service. 

Applicant  in  this  matter  has  not  submitted  information  or  data 
showing  the  cost  of  rendering  electric  service  to  its  consumers,  this 
being  impracticable  on  account  of  the  nature  of  its  operations  and 
relation  to  its  railway  operations.  The  revenue  received  by  applicant 
for  the  year  ending  May  31. 1921,  for  the  sale  of  259,479  kilowatt  hours 
of  electric  energy  amounted  to  $8,550.18. 

Applicant  requests  in  its  application  that  this  Commission  authorize 
the  rates  as  set  forth  in  its  Exhibit  '*A,"  but  at  the  hearing  in  this 
matter  it  further  requested  that  this  Commission  authorize  those  rates 
or  other  rates  which  in  the  Commission 's  opinion  would  be  reasonable. 
Certain  of  the  rates  proposed  by  applicant  do  not  take  into  considera- 
tion load  factor  or  size  of  installation  which,  in  the  opinion  of  this  Com- 
mission, must  be  considered  when  fixing  electric  rates.  It  appears  to 
this  Commission  that  the  present  rates  now  in  effect  are  too  low  con- 
sidering the  service  rendered,  and  it  further  appears  that  the  rates 
now  charged  by  the  Southern  California  Edison  Company  in  their 
Southern  California  district  are  reasonable  rates  for  similar  service 
rendered  by  applicant. 

Applicant  furnishes  both  alternating  current  and  direct  current 
service.  The  rates  now  in  effect  for  electric  service  rendered  by  the 
Southern  California  Edison  Company  in  Southern  California  district 
are  the  rates  as  set  forth  in  Exhibit  **A''  of  this  Commission's  Deci- 
sion No.  8815  (Opinions  and  Orders  of  the  Railroad  Commission  of 
California,  Volume  19,  page  595). 

Reasonable  rates  to  be  charged  for  direct  current  service  are  the 
rates  applicable  to  alternating  current  service  increased  by  10  per  cent. 

ORDER. 

Pacific  Electric  Railway  Company  having  applied  to  the  Railroad 
Commission  for  authority  to  increase  its  rates  and  charges  for  the  sale 
of  electric  service,  a  public  hearing  having  been  held,  the  matter  sub- 
mitted and  now  ready  for  decision : 

The  Railroad  Commission  of  the  State  of  California  hereby  finds 
as  a  fact  that  the  rates  and  charges  for  electric  service  now  charged 
by  the  Pacific  Electric  Railway  Company  are  unjust  and  unreasonable 
and  that  the  rates  and  charges  herein  set  forth  are  just  and  reasonable 
rates  to  be  charged  and  collected  by  Pacific  Electric  Railway  Company 
for  the  sale  of  electric  energy. 

Basing  its  order  on  the  foregoing  findings  of  fact,  and  other  findings 
of  fact  contained  in  the  opinion  which  precedes  this  order ; 
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//  is  hereby  ordered,  that  Pacifi<?  Electric  Railway  be  and  it  is  author- 
ized to  charge  and  eoUeet  for  metered  alternating  current  service 
rendered,  based  on  all  n^gular  meter  readings  taken  on  or  after 
August  15,  1921,  the  following  schedules  of  rates  designated  as 
Schedules  L-1,  C-1,  P^l,  P-2.  P-3,  P-12  and  set  forth  in  Exhibit  **  A" 
of  the  Railroad  Commission's  Decision  No.  8815. 

//  is  hereby  further  ordered,  that  Pacific  Electric  Railway  Company 
be  and  it  is  hereby  authorized  to  charge  and  collect  for  inetered  direct 
current  service  rendered,  based  on  all  regular  meter  readings  taken  on 
or  after  August  15,  1921,  the  rates  and  charges  applicable  to  alternating 
current  service  herein  authorized  increased  by  10  per  cent. 

It  is  hereby  further  ordered,  that  Pacific  Electric  Railway  Company 
shall  file  with  the  Railroad  Commission  on  or  before  the  first  day  of 
August,  1921,  the  schedules  of  electric  rates  herein  authorized. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fifteenth  day  of  July,  192L 


Decision  No.  9241. 

THE  CITY  OI?^  BAKEUSKIELl),  A  MINK^IPAL  CORPORATION, 

VS, 

SAN  JOAQriN   LKillT  AND   POWER  CORPORATION.   A   CORPORATION, 
AND  MIDWAY  (iAS  COMPANY,  A  CORPORATION. 


Case  No.  1405. 
Decided  July  16,  1921. 


(J AS  Service — Rates — Connections. — Finding  that  unsatisfactory  conditioDA  of 
pi\«  sen-ice  had  boon  reiiiodiod  and  that  the  rate  was  the  lowest  in  the  state, 
thp  Commission  dismissed  the  complaint  of  the  city  of  Rakersfield  aj^ainst  the 
San  Joaquin  Light  and  Power  (lonwration  and  the  Midway  Gas  Company. 

Wcshy  P.  (irijalva,  City  Attorney,  Bakersfield. 

Murray  Bourne,  for  San  Joaquin  Light  and  Power  Corporation. 

Jar/rd  Hoic,  for  Midway  (ias  Company. 

IjOV ELAND,  Commissioner, 

OPINION. 

This  is  a  complaint  filed  by  the  city  of  Bakersfield  against  the  San 
Joaquin  Light  and  Power  Corporation  and  the  Midway  Gas  Company, 
alleging  that  the  said  corporations  have  not  and  do  not  maintain  proper 
pressure  gas  in  the  mains  and  pipes  supplying  consumers  in  the  town 
of  Bakersfield ;  that  the  meters  installed  and  used  by  San  Joaquin  Light 
and  Power  Corporation  for  measuring  gas  to  its  consumers  are  not 
accurate   and   that  said   corporation   makes  no   effort  to  keep   them 
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acenrate;  that  said  San  Joaqiiin  Light  and  Power  Corporation  has 
without  reason  refused  to  make  gas  senriee  eonnections  to  bona  fide 
applicants;  that  the  rates  eharged  by  said  Midway  Qas  Company  and 
said  San  Joaqnin  light  and  Power  Corporation  for  fnrniriiing  and 
supplying  gas  as  aforesaid  are  unjust,  mnreasonable  and  exeessire. 
A  public  hearing  was  held  in  Bakersfidd  on  June  11^  1920^  and  the 
matter  thereupon  submitted  with  exception  of  that  portion  of  the 
complaint  which  involved  the  matter  of  rates  charged  for  gas. 

Domestic  and  commercial  ccmsumers  in  the  dty  of  BakersAeld  are 
supplied  with  gas  by  San  Joaquin  Light  and  Power  Corporation  through 
a  combination  of  high  and  low  pressure  distributing  systeaocm  opierated 
with  district  regulators.  Gas  is  delivered  to  the  distributing  company 
in  wholesale  by  the  Midway  Gas  Company,  which  operates  two  hi|^ 
pressure  tnumniBBion  lines,  bringing  natural  gas  from  the  Blk  Hiito 
field  near  Taft  about  forty  miles  disrt^nt. 

Mayor  Jay  A.  Hinman  of  the  city  of  Bakersfield  testified  to  inadequacy 
and  excessive  variations  of  gas  pressure  which  have  existed,  especially 
in  the  eastern  parts  of  the  city,  and  introduced  charts  from  recording 
preasnre  gauges  showing  extreme  variations  of  from  three  to  thirteen 
inches  of  pressure.  He  further  testified  that  during  the  winter  seasons 
when  heavy  demands  were  made  upon  the  gas  system  the  pressure 
frequently  became  insufficient  for  the  proper  operation  of  gas  appliances 
and  that  the  wide  variations  which  were  experienced  cafused  consumers 
considerable  annoyance  and  loss  of  efficiency  in  their  use  of  gas. 

Investigations  have  been  made  at  frequent  intervals  by  engineers  of 
this  Commission  in  order  to  determine  gas  service  conditions  existing 
in  Bakersfield.  It  has  been  found  that  during  past  winters  inadequate 
gas  pressures  have  existed  in  certain  portions  of  the  eastern  parts  of 
the  city.  This  has  resulted  from  two  causes :  First,  insufficient  pressure 
in  the  main  supply  lines  of  the  Midway  Gas  Company;  secondly, 
inadequate  size  of  mains  in  the  city  distribution  system. 

The  first  of  these  conditions  has  been  satisfactorily  corrected  by  the 
laying  of  a  new  10-inch  natural  gas  transmission  line  from  the  Elk  Hills 
by  the  Midway  Gas  Company.  This  provides  for  the  possible  delivery 
of  a  maximum  of  24,000,000  cubic  feet  of  gas  per  day  to  Bakersfield  at 
70  pounds  pressure.  The  second  condition  of  inadequate  distribution 
mains  has  been  remedied  by  the  installation  of  some  additional  mains 
which  have  recently  been  laid.  San  Joaquin  Light  and  Power  Corpo- 
ration filed  with  the  Commission  at  the  time  of  the  hearing  a  statement 
of  approved  construction  expenditures  providing  for  the  immediate 
laying  of  8786  feet  of  4-inch  mains  and  363  feet  of  2-inch  mains,  so 
arranged  as  to  referee  pressures  in  existing  mains  and  tie  in  dead  ends 
and  provide  a  circulating  system  for  the  gas.    This  work  has  been 
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completed  and  appears  to  be  sufficient  to  prevent  the  recurrence  of 
future  trouble  from  this  source. 

Investigation  of  the  records  of  San  Joaquin  Light  and  Power 
Corporation  shows  that  routine  testing  of  meters  is  being  carried  on  at 
a  much  faster  rate  than  is  required  by  General  Order  No.  58  of  this 
Commission.  It  is  found  that  of  all  meters  tested  approximately  three- 
fourths  of  them  are  under-registering  rather  than  over-registering. 
High  bill  complaints  have  occurred  frequently  but  testimony  in  this 
case  indicates  this  to  be  the  result  of  errors  in  the  reading  of  meters, 
for  which  adjustment  is  readily  made. 

Evidence  relative  to  alleged  delays  on  the  part  of  the  defendant  in 
making  gas  main  extensions  shows  that  all  construction  orders  for  such 
work  must  be- approved  at  the  head  office  of  the  corporation  in  Fresno 
before  work  can  be  authorized  or  started.  This  procedure,  which 
frequently  required  from  one  to  three  weeks,  coupled  with  the  previous 
shortages  of  pipe  and  supply  existing  throughout  the  state,  has  at  times 
made  it  impossible  for  San  Joaquin  Light  and  Power  Corporation  to 
make  prompt  installation  of  gas  mains. 

The  city  of  Bakersfield  enjoys  one  of  the  cheapest  gas  rates  existing 
in  this  state,  together  with  the  privilege  of  receiving  natural  gas  of  a 
high  quality.  Comparison  with  other  communities  using  natural  gas 
shows  the  cost  to  be  the  lowest  in  California.  This  case  was  submitted 
in  regard  to  all  points  except  that  of  alleged  excessive  rates  charged 
for  gas. 

Since  the  submission  of  this  matter,  the  city  of  Bakersfield  has  com- 
municated to  the  Railroad  Commission  its  desire  that  the  matter  of 
rates  and  charges  for  gas  service  by  San  Joaquin  Light  and  Power 
Corporation  be  dropped. 

I  therefore  recommend  the  following  form  of  order: 

ORDER. 

The  city  of  Bakersfield,  a  municipal  corporation,  having  come  before 
the  Railroad  Commission  alleging  unsatisfactory  conditions  of  gas 
service  as  supplied  by  San  Joaquin  Light  and  Power  Corporation  and 
Midway  Gas  Company,  in  the  city  of  Bakersfield,  a  hearing  having  been 
held  at  which  all  parties  were  heard  and  the  matter  submitted  and 
being  now  ready  for  decision,  the  Railroad  Commission  of  the  State  of 
California  hereby  finds  as  a  fact  that,  while  certain  unsatisfactory  gas 
pressure  conditions  have  previously  existed  in  the  city  of  Bafcersfield, 
these  conditions  have  been  remedied  and  removed  by  proper  and 
adequate  enlargement  of  facilities  and  equipment  of  defendants  San 
Joaquin  Light  and  Power  Corporation  and  Midway  Gas  Company. 

It  is  hereby  ordered,  that  this  case  of  the  City  of  Bakersfield  vs.  San 
Joaquin  Light  and  Poiver  Corporation  and  Midway  Oas  Company  be 
dismissed  without  prejudice. 
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The  foregoing  opinion  and  order  are  hereby  apppoyed  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  sixteenth  day  of  Jnly,  1921. 


Decision  No.  9242. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  SAN  DIEGO  AND  ARIZONA 
RAILWAY  COMPANY  FOR  PERMISSION  TO  SELL  CERTAIN  OF  ITS 
EQUIPMENT  CONSISTING  OF  ROLLING  STOCK  AND  TO  MORT- 
GAGE CERTAIN  OF  ITS  REAL  ESTATE. 


Application  No.  6933. 
Decided  July  16.  1921. 


Rend  G.  Dilworih,  for  Applicant 

LovELAND,  CommUsioner, 

OPINION. 

In  this  application,  as  amended  at  the  hearing,  San  Diego  and 
Arizona  Railway  Company  asks  permission  to  sell  some  of  its  equip- 
ment, to  mortgage  certain  re^l  estate  situate  in  San  Diego  County,  and 
to  assume  certain  financial  obligations  under  a  lease  by  the  terms  of 
which  it  will  secure  the  possession  and  use  of  certain  railway  equip- 
ment. 

San  Diego  and  Arizona  Railway  Company  was  organized  on  or  about 
December  15,  1906,  under  the  laws  of  the  State  of  California.  It 
operates  a  line  of  railway  between  San  Diego  and  Lakeside,  a  distance 
of  about  23  miles;  a  line  of  railway  around  the  bay  of  San  Diego 
to  the  United  States  government  reservation  on  North  Island,  a  distance 
of  about  21.9  miles ;  and  a  line  of  railway  from  San  Diego  to  El  Centre, 
in  Imperial  County,  a  distance  of  148.1  miles. 

Applicant  reports  $7,826,800  of  stock  outstanding.  Of  the  outstand- 
ing stock  $3,913,100  is  owned  by  the  Southern  Pacific  Company  and 
$3,913,100  by  the  J.  D.  and  A.  B.  Spreckels  Securities  Company.  The 
remainder  of  the  stock  is  owned  by  the  directors. 

The  testimony  shows  that  the  Southern  Pacific  Company  has  from 
time  to  time  advanced  moneys  to  applicant  to  enable  it  to  complete 
its  line  of  railway.  Applicant,  during  the  construction  period,  has 
found  it  necessary  to  use  some  of  the  construction  funds  to  buy  equip- 
ment. It  is  now  proposed  to  sell  to  the  trustee  under  the  proposed 
trust  agreement  this  equipment  at  its  depreciated  value,  reported  at 
$138,629.37.  The  equipment  consists  of  five  locomotives  and  two  tank 
cars.  The  money  received  from  the  sale  of  the  equipment  will  then 
become  available  and  be  used  for  construction  purposes,  as  originally 
intended  when  advances  were  made  by  the  Southern  Pacific  Company. 
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it  appears  from  the  record  that  applicant  k  making  arrangements 
to  secure  the  use  of  additional  equipment  through  assuming  some  ver}^ 
definite  financial  obligations  under  a  lease  and  equipment  trust  agree- 
ment. Negotiations  are  pending  for  the  sale  of  not  exceeding  $750,000 
of  San  Diego  and  Arizona  Riulway  Company  Series  *'A''  equipment 
trust  certificates  bearing  dividend  warrants  or  interest,  at  the  rate  of 
6i  per  cent  per  annum,  and  payable  May  1,  1936.  These  certificates 
will  be  issued  by  a  trustee  and  the  proceeds  used  to  pay  in  part  for 
equipment  which  will  be  leased  to  the  San  Diego  and  Arizona  Railway 
Company.  The  railway  company  agrees  to  pay  to  the  trustee  or  its 
assigns  sufficient  rent  to  enable  the  trustee  or  its  assigns  to  discharge 
the  following  obligations,  when  due  and  payable: 

(a)  An  amount  equal  to  the  difference  between  the  cost  of  the  trust 
equipment  delivered  and  the  principal  amount  of  trust  certificates 
issued,  provided  that  the  aggregate  of  amount  so  paid  to  the  trustee 
shall  not  be  less  than  30  per  cent  of  the  cost  of  the  trust  equipment. 

(6)  All  expenses  connected  with  the  trust  equipment  and  lease. 

(c)  Any  and  all  taxes,  assessments  and  governmental  charges  upon 
the  income  or  property  of  the  trust. 

(d)  Dividend  warrants  attached  to  the  trust  certificates. 

(e)  The  principal  of  the  trust  certificates  upon  maturity,  such  pay- 
ments to  be  made  in  the  following  amounts: 

May  1,  1924 $50,000  00 

May  1,  1925 50,000  00 

May  1,  1926 50,000  00 

May  1,  1927  50,000  00 

May  1,  1928 50,000  00 

May  1,  1929  50,000  00 

May  1,  1930  50,000  00 

May  1,  1931  50,000  00 

May  1,  1932 50,000  00 

May  1,  1933  50,000  00 

May  1,  1934 50,000  00 

May  1,  1935  100,000  00 

May  1,  1936  100,000  00 

It  occurs  to  me  that  applicant  is  assuming  under  the  lease,  obligations 
which  are  of  the  character  of  evidences  of  indebtedness,  and  that  the 
payment  of  these  obligations  is  secured  by  a  lien  on  property  located 
within  this  state.  While  it  is  true  that  applicant  will  not  have  title  to 
the  equipment,  the  whole  purpose  and  intent  of  the  lease  agreement 
and  the  equipment  trust  agreement  is  to  secure  for  applicant  additional 
equipment.    I  believe  that  this  Commission  should  authorize  applicant 
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to  assume  the  obligations  under  the  lease  agreement.     The  payment 
of  the  equipment  trust  certificates  which  will  be  issued  to  secure  for 
applicant  additional  equipment,  will  be  guaranteed  by  the  Southern 
Pacific  Company  and  the  J.  D.  and  A.  B.  Spreckels  Securities  Com 
pany. 

The  Commission  has  not  been  furnished  with  a  detailed  statement 
of  equipment  which  will  be  purchased  and  leased  to  applicant  or  with 
a  revised  copy  of  the  lease  agreement  and  equipment  trust  agreement. 

The  Commission  can  not  make  a  final  order  in  this  matter  until  a 
complete  description  of  the  equipment  which  applicant  intends  to  sell 
has  been  furnished,  nor  until  a  revised  copy  of  the  lease  and  of  the 
equipment  trust  agreement  has  been  filed  with  the  Commission.  The 
order  herein  will  authorize,  in  so  far  as  this  Commission  has  juris- 
diction, under  the  provisions  of  the  Public  Utilities  Act,  the  sale  of 
equipment  trust  certificates  subject  to  the  conditions  set  forth  in  this 
order. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

San  Diego  and  Arizona  Railway  Company  having  applied  to  the 
Railroad  Commission  for  permission  to  sell  certain  equipment  and  to 
mortgage  certain  real  estate  and  to  assume  certain  obligations  under 
a  lease  agreement  and  equipment  trust  agreement,  a  public  hearing 
having  been  held,  and  the  Commission  being  of  the  opinion  that  this 
application  should  be  granted  subject  to  the  conditions  of  this  order; 

It  is  hereby  ordered,  that  San  Diego  and  Arizona  Railway  Company 
be  and  it  is  hereby  authorized  to  perform  the  following  acts : 

1.  To  assume  the  obligations  under  the  lease  agreement  and  equip- 
ment trust  agreement  filed  in  this  proceeding  relative  to  payment  of 
not  exceeding  $750,000  of  6^  per  cent  equipment  trust  certificates, 
the  issue  of  which  equipment  trust  certificates  is  hereby  authorized 
for  the  purpose  of  enabling  applicant  to  secure  the  use  of  additional 
equipment,  provided  that  none  of  the  equipment  trust  certificates  be 
delivered  until  the  Railroad  Commission,  by  supplemental  order,  has 
authorized  the  execution  of  an  agreement  securing  payment  of  the 
equipment  trust  certificates. 

2.  To  mortgage  part  or  "all  of  its  real  property  located  in  San  Diego 
County  for  the  purpose  of  securing  the  payment  of  equipment  trust 
certificates  which  will  be  issued  to  enable  applicant  to  secure  posses- 
sion of  additional  equipment. 

3.  To  sell  at  its  depreciated  value  the  equipment  described  in 
Exhibit  **B,"  filed  in  this  proceeding,  for  the  purpose  set  forth  in  this 
application. 
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The  authority  herein  granted  is  subject  to  the  following  conditions: 
(a)   The  equipment  trust  certificates  which  are  herein  authorized  to 
be  issued  shall  be  sold  on  a  7  per  cent  basis  or  better,  and  the  proceeds 
expended  only  for  such  purposes  as  the  Railroad  Commission  may  here- 
after authorize. 

(6)  San  Diego  and  Arizona  Railway  Company  shall  keep  such 
record  of  the  issue  and  sale  of  the  equipment  trust  certificates  herein 
authorized  and  of  the  disposition  of  the  proceeds  as  will  enable  it  to 
file  on  or  before  the  twenty-fifth  day  of  each  month  a  verified  report, 
as  required  by  the  Railroad  Commission's  General  Order  No.  24, 
which  order,  in  so  far  as  applicable,  is  made  a  part  of  this  order. 

(c)  The  authority  herein  granted  will  not  become  effective  until 
San  Diego  and  Arizona  Railway  Company  has  paid  the  fee  prescribed 
in  the  Public  Utilities  Act. 

(d)  The  authority  herein  granted  will  apply  only  to  such  equip- 
ment trust  certificates  as  may  have  been  issued  and  delivered  on  or 
before  December  31,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  sixteenth  day  of  July,  1921. 


Decision  No.  9243. 


IX  THE  MATTER  OF  THE  APPLICATION  OF  MODESTO  GAS  COMPANY, 
A  CORPORATION,  I?\)R  AN  ORDER  AUTHORIZING  THE  ISSUE  OF 
BONDS. 


Application  No.  6972. 
Decided  July  16,  1921. 


Frank  A.  Cresscy,  Jr.,  for  Applicant. 

Brumdige,  Vommisaioner, 

OPINION. 

Modesto  Gas  Company  asks  permission  to  issue  and  sell  at  not  less 
than  80  per  cent  of  their  face  value  and  accured  interest,  $20,000  of 
its  first  mortgage  6  per  cent  bonds  due  January  1,  1945. 
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In  Exhibit  *'B''  applicant  reports  that  it  has  expended  for  plant 

extensions,  additions  and  betterments,  the  sum  of  $23,611.21.     The 

expenditures  have  been  made  for  the  following  purposes: 

Gm  plant  buildinKS  and  structures $1,083  07 

Purification  apparatus 2,844  57 

Boosting  and  regulating  apparatus   S(X)  30 

Distribution  mains 9,842  20 

Services    1,995  34 

Meters 2,009  18 

General  oflSce  equipment 2,618  59 

General  shop  equipment 1,547  96 

General  stable  and  garage  equipment 1,420  00 

Total   $23,611  21 

Prank  A.  Cressey,  Jr.,  applicant's  president,  testified  that  the  com- 
pany has  invested  earnings  to  pay  for  the  foregoing  plant  extensions, 
additions  and  betterments  and  that  no  bonds  had  been  issued  against 
the  expenditures.  Applicant  asks  permission  to  use  the  proceeds 
obtained  from  the  sale  of  the  $20,000  of  bonds  to  reimburse  its  treasury 
on  account  of  earnings  expended  for  plant  extensions,  additions  and 
betterments. 

The  testimony  of  applicant's  president  shows  that  even  though  the 
company  asks  permission  to  reimburse  its  treasury  through  the  issue 
of  bonds,  the  company  will  use  all  of  the  proceeds  obtained  from  the 
sale  of  its  bonds  for  capital  purposes. 

Applicant  reports  $100,000  of  stock  and  $154,000  of  bonds  out- 
standing. Its  notes  outstanding  are  reported  at  $1,700.  Applicant 
has  no  other  indebtedness  except  current  bills. 

I  believe  that  this  application  should  be  granted  and  herewith  sub- 
mit the  following  form  of  order: 

ORDER. 

Modesto  Gas  Company  having  applied  to  the  Railroad  Commission 
for  permission  to  issue  $20,000  of  bonds,  a  public  hearing  having  been 
held  and  the  Railroad  Commission  being  of  the  opinion  that  the  money, 
property  or  labor  to  be  procured  by  the  issue  of  such  bonds  is  reason- 
abl}'  required  for  the  purpose  or  purposes  specified  in  this  order  and 
that  the  expenditures  for  such  purpose  or  purposes  are  not  in  whole 
or  in  part  reasonably  chargeable  to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  Modesto  Gas  Company  be  and  it  is  hereby 
authorized  to  issue  and  sell  for  cash  at  not  less  than  80  per  cent  of 
their  face  value,  plus  accrued  interest,  $20,000  of  its  first  mortgage 
6  per  cent  bonds  due  January  1,  1945. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  proceeds  obtained  from  the  sale  of  the  bonds  herein  author- 
ized shall  be  used  by  applicant  for  the  purpose  of  reimbursing  in 
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part  it«  treamiry,  on  account  of  earnings  expended  for  the  plant  exten- 
sions, additions  and  betterments  described  in  applicant's  Exhibit  **B'* 
filed  in  this  proceeding,  and  after  such  reimbursement,  the  proceeds 
shall  be  used  for  capital  purposes,  as  defined  by  the  classification  of 
accounts  for  gas  corporations  prescribed  by  the  Railroad  Commission. 

2.  Modesto  Gas  Company  shall  keep  such  record  of  the  issue  and 
sale  of  the  bonds  herein  authorized  and  of  the  disposition  of  the 
proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day  of 
each  month  a  verified  report,  as  required  by  the  Railroad  Commission's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a 
part  of  this  order. 

3.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

4.  The  authority  herein  granted  will  apply  only  to  such  bonds  as 
may  be  issued,  sold  and  delivered  on  or  before  December  31,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  sixteenth  day  of  July,  1921 . 


Decision  No.  9244 


IN  TIIE  MATTER  OP  THE  APPLICATION  OF  EMMA  II.  ROSE.  ANNA  G. 
LANE  AND  HOBART  ESTATE  COMPANY,  A  CORPORATION,  FOR 
AN  ORDER  DIRECTING  TIIE  INSTALLATION  OF  METERS  UPON 
THE   SERVICES  OP  DOMESTIC  AND  INDUSTRIAL  CONSUMERS. 


Application  No.  5713. 
Decided  July  16,  1921. 


Water  ITtility — Prei-'ebential  Rates. — Free  service  in  consideralion  of  rights  of 
way  is  held  to  constitute  a  preferential  rate  and  to  be  unfair  to  th**  body  of 
consumers.  Right  of  comi>en8atiou  held  to  be  outside  the  jurisdiction  of  the 
Commission. 

Full  Return. — Full  return  on  investment  would  be  greater  than  consumers  could 
reasonably  afford  to  pay  and  rates  fixed  to  yield  maintenance  and  operating 
expenses. 

R.  S,  McCurdy^  for  Applicant. 

Cha8.  P.  Snyder,  City  Attorney,  for  the  citizens  and  water  users  and  trustees  of  the 
City  of  Angels. 

By  THE  Commission. 

SUPPLEMENTAL  OPINION. 

In  this  proceeding  Emraa  H.  Rose,  Anna  G.  Ijane  and  Hobart 
Estate  Company,  a  corporation,  owning  a  public  utility  water  system 
supplying  water  for  domestic  and  industrial  purposes  to  the  inhabi- 
tants of  the  towns  of  Angels,  Murphys  and  other  small  communities 
in  the  vicinity  in  Calaveras  County,  ask  permission  to  install  meters 
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on  tke  servkes  of  its  oonsuniiers  and  that  a  schedule  of  metered  rates 
be  established  which  will  yield  them  the  same  net  revenue  as  hereto- 
fore produced  by  the  flat  rates  in  effect. 

The  application  alleges  in  effect  that  there  is  apparently  an  exces- 
sive and  wasteful  use  of  water  by  the  consumers  on  the  aforemen- 
tioned system,  attributing  same  to  the  unrestricted  use  obtaining  under 
the  present  flat  rate  schedule  of  charges;  that  it  is  desired  to  com- 
pletely meter  the  system,  thereby  effecting  a  conservation  of  the  water 
supply  and  permitting  its  utilization  in  the  generation  of  additional 
electrical  energy  in  their  hydroelectric  power  plants.  Further,  appli- 
cant does  not  seek  an  increase  in  revenue  from  the  sale  of  water  but 
asks  that  a  schedule  of  metered  rates  be  established  whereby  the 
diarges  will  be  equitably  distributed  among  the  consumers  according 
to  their  actual  use  of  water. 

The  Commission  concluded  that  a  hearing  would  not  be  necessary  in 
this  proceeding,  and  accordingly  on  July  26,  1920,  issued  its  ex  parte 
order  (Decision  No.  7920)  establishing  therein  a  schedule  of  metered 
rates  to  be  charged  consumers,  with  the  condition  imposed  that  appli- 
eants  should  hold  as  a  trust  fund  any  sum  yielded  by  the  metered 
rates  over  and  above  that  which  would  have  been  produced  by  the 
flat  rates  theretofore  in  effect. 

Subsequent  to  the  decision  a  petition  was  filed  with  the  Commission 
by  a  number  of  applicants'  consumers,  requesting  a  public  hearing  in 
this  proceeding  in  order  that  they  be  afforded  an  opportunity  to 
present  certain  facts  and  protests.  A  public  hearing  was  accordingly 
granted  and  held  at  Angels  before  Examiner  Satterwhite. 

Utica  Mining  Company  properties  at  Angels,  the  domestic  water 
system  involved  in  the  above  proceeding,  and  a  hydroelectric  power 
system,  of  which  one  plant  of  2000-hor8epower  capacity  is  located  at 
Murphys  and  another  plant  of  750-hor8epower  capacity  is  located  at 
Angels  are  owned  and  operated  by  the  applicant  herein.  These  all 
obtain  their  water  supply  from  applicants*  ditch  system,  which,  in 
turn  diverts  its  supply  from  the  North  Fork  of  the  Stanislaus  River. 
Water  is  also  distributed  directly  from  applicants'  ditches  to  certain 
irrigation  users. 

Applicant  operates  all  of  the  above  properties  as  the  Utica  Mining 
Company.  The  ditch  system  consists  of  about  35  miles  of  open  ditch 
and  flume,  including  5  miles  of  tbe  natural  channel  of  Angels  Creek, 
which  terminates  in  what  is  known  as  the  pipe  line  reservoir,  located 
two  miles  distant  from  and  at  an  elevation  of  about  500  feet  above  the 
town  of  Angels.  Thence  four  pipe  lines  convey  the  water  for  use 
in  the  Utica  Mine,  in  the  Angels  hydroelectric  plant  and  for  distribu- 
tion in  the  town  of  Angels  and  vicinity. 
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A  field  investigation  of  this  domestic  water  system  was  made  by 
Mr.  II.  A.  Noble,  one  of  the  Commission's  hydraulic  engineers,  and 
his  report  shows  the  estimated  cost  installed  of  the  distribution  system 
solely  and  not  including  any  portion  of  the  ditch  system  to  be  $33,981 ; 
that  for  the  year  1919  the  maintenance  and  operation  expenses  charge- 
able to  the  domestic  system  totalled  $7,082.17  (exclusive  of  taxes, 
which  were  not  segregated),  that  the  revenue  obtained  from  water 
sales  under  the  flat  rates  in  effect  totalled  $5,176.35.  For  the  years 
1917  and  1918  the  revenue  totalled  $6,352.45  and  $5,451.05,  respec- 
tively. 

A  further  consideration  of  a  rate  base  or  of  the  elements  going  to 
make  up  the  annual  charges  for  this  utility  is  unnecessary,  since  as 
mentioned  above,  applicant  does  not  seek  an  increase  in  revenue  by 
the  installation  of  meters  and  the  establishment  of  a  meter  rate. 

Applicant  proceeded  to  install  meters  in  August,  1920,  and  had  com- 
pletely metered  the  system  by  December,  1920.  The  active  services 
total  262,  of  ^hich  only  32  are  for  business  and  indinitrial  use.  A 
comparatively  large  area  of  gardens  and  orchards  is  irrigated  in 
connection  with  the  domestic  services.  Applicants  filed  with  the  Com- 
mission a  tabulation  of  the  record  of  metered  use  of  water  by  its 
consumers  during  the  above  mentioned  period,  together  with  a  house 
survey  of  the  premises  served.  This  was  the  season  of  minimum  irri- 
gation use,  and  the  large  and  evidently  wasteful  use  of  water  recorded 
for  a  number  of  the  domestic  services  was  accounted  for  by  the  leaky 
condition  of  the  piping  within  the  consumers'  premises. 

The  testimony  submitted  by  the  consumers  at  the  hearing  was  con- 
fined largely  to  protests  that  during  certain  seasons  the  water  in  the 
mains  contains  large  amounts  of  silt  and  sediment  brought  down  by 
the  ditch,  and  therefore  considerable  water  must  be  drawn  oflf  and 
wasted  to  obtain  clear  water  for  domestic  use;  also,  that  under  the 
high  pressure  at  which  the  water  is  delivered  in  the  mains  the  valves 
on  their  premises  become  leaky  and  frequently  wear  out.  Wherefore 
it  was  contended  that  the  installation  of  meters  will  result  in  unreason- 
able charges  because  of  the  recording  of  said  waste  of  water. 

The  evidence  shows  that  at  certain  residences  where  small  settling 
tanks  are  provided,  the  objectionable  condition  of  muddy  water  is 
largely  ovei:c0r^xe,  and  besides,  these  tanks  serve  as  a  pressure  break 
on  the  premises..  J.^  would  appear  desirable  that  facilities  for  removal 
of  objectionable  .matter  be  incorporated  as  an  integral  part  of  this 
system. 

From  the  evidence  some  14  consumers  have  been  supplied  free  ser- 
vice of  water  in  consideration  of  various  right  of  way  agreements 
and  certain  other  privileges  granted  applicants.     This  amounts  to  a 
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preferential  and  discriminatory  rate  granted  by  the  utility  to  these 
few  consumers  against  the  others  on  the  system,  which  practice  this 
Commission  has  found  to  be  unfair,  and  its  policy  has  been  to  eliminate 
such  preferential  rates  and  service.  Where  such  a  condition  exists, 
the  discriminatory  rates  should  be  dicontinued  and  all  classes  of  con- 
sumers should  be  charged  at  the  established  rates,  which  are  applicable 
to  all  alike.  If  there  remains  any  right  of  compensation  in  these  par- 
ticular cases,  it  is  not  for  this  Commission  to  adjudicate  the  matter. 

Applying  the  trial  meter  rates  set  out  in  Decision  No.  7920  to  the 
tabulation  of  metered  water  use,  and  making  allowance  for  the  elimin- 
ation of  a  lai^e  percentage  of  the  present  waste  of  water  through  leaky 
house  connections  and  the  irrigation  use  in  the  summer  months,  it  is 
evident  that  the  trial  rates,  while  designed  to  produce  the  same  annual 
revenue  as  the  flat  rates  in  effect,  would  in  reality  produce  a  revenue 
considerably  greater  than  that  received  through  the  flat  rates. 

After  a  careful  consideration  of  all  the  evidence,  and  particularly 
the  facts  set  out  herein,  the  conclusion  is  reached  that  should  a  rate 
schedule  be  established  to  yield  to  applicants  a  full  return  on  the 
investment  in  said  domestic  system  the  resulting  charges  to  the  present 
consumers  would  be  greater  than  they  could  reasonably  afford  to  pay, 
which  fact  applicants  admit.  Therefore  the  rates  set  out  in  the  fol- 
lowing order  have  been  computed,  designed  to  return  approximately 
the  maintenance  and  operation  expenses  of  the  system  and  to  equitably 
distribute  the  charges  among  the  various  consumers  according  to  their 
use,  and  we  are  of  the  opinion  that  the  trial  rates  heretofore  estab- 
lished should  be  rescinded. 

ORDER. 

Emma  H.  Rose,  Anna  G.  Lane  and  Hobart  Estate  Company,  a 
corporation,  having  made  application  in  the  above  entitled  proceeding 
for  an  order  authorizing  the  installation  of  meters  on  its  domestic 
and  industrial  services  and  having  asked  that  a  schedule  of  meter 
rates  be  established  for  such  service,  a  public  hearing  having  been  held 
and  the  matter  having  been  submitted : 

It  is  hereby  found  as  a  fact  that  applicants'  present  rate  schedule 
for  domestic  and  industrial  service,  in  so  far  as  it  differs  from  the 
rate  schedule  herein  set  out,  is  unjust  and  unreasonable,  and  that  the 
rates  herein  established  are  just  and  reasonable  rates  to  be  charged 
their  consumers  for  water; 

And  basing  its  order  upon  the  foregoing  findings  of  fact  and  the 
other  statements  of  fact  which  are  contained  in  the  opinion  which 
precedes  this  order ; 

It  is  hereby  ordered,  that  Emma  H.  Rose,  Anna  G.  Lane  and  Hobart 
Estate  Company,  a  corporation,  be  and  they  are  hereby  authorized  and 
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directed  to  file  with  this  Commission  within  twenty  (20)  days  of  the 
date  of  this  order  the  following  rates  for  water  deliyered  to  their  con- 
sumers on  the  domestic  distribution  system,  said  rates  to  be  charged 
for  all  service  rendered  subsequent  to  August  15,  1921  : 

RATE   SCHEDULE. 
Monthly  minimum  payments  for  metered  service : 

For     1-inch  meters $1  50 

For     |-inch  meters 1  75 

For  I  -inch  meters  2  25 

For  l^-lnch  meters  2  75 

For  2  -inch  meters  3  50 

For  2i-inch  meters  and  larger 4  25 

Monthly  quantity  rates: 

From  0  to  1000  cubic  feet,  per  100  cubic  feet $0  18 

From  1000  to  3000  cubic  feet,  per  100  cubic  feet 10 

All  over  3000  cubic  feet,  per  100  cubic  feet 04 

Public  use: 

1.  For  fire  hydrants  including  water  used  for  extinguishing  fires — 

Hydrants  2-inch  or  larger,  per  month $0  75 

Hydrants  less  than  2-inch,  per  month 50 

2.  Sprinkling    roads   or    streets    by    city    or    county    measured    by    tank 

capacity,  per  100  cubic  feet  K) 

3.  Public   buildings,   schoolhouses,   including  grounds,   at   regular  meter 

rates. 

li  is  ksreby  further  ordered,  that  this  order  shall  supersede  the 
order  of  this  Commission  in  Decision  No.  7920,  supra,  dated  July  26, 
1920,  and  said  order  is  hereby  rescinded  and  set  aside ;  provided,  how- 
ever, that  applicants  shall  continue  to  charge  and  collect  the  rates  now 
in  effect  until  same  are  superseded  by  the  schedule  of  rates  established 
herein. 

Dated  at  San  Francisco,  California,  this  sixteenth  day  of  July,  1921. 


Decision  No.  9245. 


IN  THE  MATTBR  OF  THE  APPLICATION  OF  MAX  A.   SHIRESOHX  TO 
INCREASE  WATER  RATES. 


Application  No.  6406. 
Decided  July  16, 1921. 


A/<MF  A.  Shircaokn,  in  propria  persona. 
M.  Nakamura,  for  Japanese  consumers. 

By  the  Commission. 

OPINION. 

Max  A.  Shiresohn,  the  applicant  herein,  owns  and  operates  a  public 
utility  pumping  plant  on  his  farm  situated  two  miles  east  of  San 
Gabriel,  Los  Angeles  County,  serving  water  for  irrigation  to  his 
neighbors.  In  this  application  he  asks  authority  to  increase  the  rate 
charged  from  $1  per  hour  to  $1.25  per  hour,  alleging  in  effect  that  the 
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increased  cost  of  power,  labor  and  supplies  has  rendered  the  former 
rate  insufficient  to  produce  a  proper  revenue. 

A  public  hearing  in  this  matter  was  held  before  Examiner  Satter- 
white  in  Los  Angeles. 

Applieant  obtains  his  supply  of  water  from  a  well  equipped  with 
an  electrically-driven  centrifugal  pump  which  formerly  discharged 
approximately  100  miner's  inches  against  a  head  of  60  feet.  Because 
of  a  lowering  of  the  water  plane  during  recent  years,  the  capacity  has 
been  reduced  to  60  or  70  miner's  inches.  The  water  is  distributed 
from  a  standpipe  at  the  plant  through  several  hundred  feet  of  concrete 
pipe  to  the  boundaries  of  applicant's  property. 

Mr.  C.  H.  Monett,  one  of  the  Commission's  hydraulic  enginaers, 
presented  a  report  covering  the  results  of  a  field  investigation,  an 
appraisal  of  the  property  and  a  study  of  the  cost  of  maintenance  and 
operation.  His  appraisal  shows  an  estimated  original  cost  of  the 
system  of  $8,845  and  $128  as  a  proper  replacement  annuity,  computed 
by  the  6  per  cent  sinking  fund  method.  This  report  also  recommends 
the  sum  of  $1,960  as  a  fair  and  reasonable  estimate  of  the  future 
annual  cost  of  maintaining  and  operating  this  system. 

These  estimates  were  not  questioned  at  the  hearing  and  appear  fair. 

The  following  is  a  summary  of  the  annual  charges  as  indicated  above : 

Return  on  $8,845  at  8  per  cent f708  00 

Replacement  annuity 128  00 

Maintenance  and  operation  cost 1,990  00 

Tetal  estimated  annual  charges , $2,79S  00 

The  total  revenue  from  this  system  for  the  years  1919  and  1920  was 
respectively  $2,157.50  and  $2,273.25.  This  would  indicate  that  appli- 
cant is  entitled  to  an  increase  of  revenue. 

Based  upon  the  number  of  hours  the  plant  was  operated  during  the 
year  1920,  the  suggested  rate  of  $1.25  per  hour  would  have  produced 
the  sum  of  $2,819.  Assuming  that  the  operating  period  will  be  approx- 
imately the  same  in  1921  as  in  1920,  it  is  seen  that  the  rate  of  $1.25 
per  hour  is  reasonable. 

ORDER. 

Max  A.  Shiresohn  having  applied  for  authority  to  increase  the  rate 
charged  for  irrigation  water  served  to  his  consumers,  a  public  hearing 
having  been  held,  and  the  Commission  being  fully  apprised  in  the 
premises : 

It  is  hereby  found  as  a  fact  that  the  rate  now  charged  by  Max  A. 
Shiresohn,  in  so  far  as  it  differs  from  the  rate  herein  established,  is 
unjust  and  unreasonable  and  that  the  rate  herein  established  is  a  jfnst 
and  reasonable  rate ; 
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And  basing  its  order  on  the  foregoing  finding  of  fact  and  upon  the 
further  statements  of  fact  contained  in  the  opinion  which  precedes  this 
order ; 

It  is  hereby  ordered,  that  Max  A.  Shiresohn  be  and  he  is  hereby 
authorized  to  file  with  the  Railroad  Commission  within  twenty  (20) 
days  from  the  date  of  this  order  the  following  rate: 

For  each  hour  plant  is  operated  at  full  capacity  in  furnishing  irrigation 

water  to  consumers  the  charge  shall  be $1  25 

The  minimum  charge  for  any  operation  of  the  plant  shall  be 1  2o 

The  above  rate  shall  become  effective  for  all  service  rendered  subse- 
quent to  July  15,  1921. 
Dated  at  San  Francisco,  California,  this  sixteenth  day  of  July,  1921. 


Decision  No.  9253. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  FRESNO  CANAL  AND  LANT> 
CORPORATION  AND  LAGUNA  IRRIGATION  DISTRICT  FOR 
AUTHORITY  TO  SELL  CERTAIN  PROPERTIES  OF  THE  FRESNO 
CANAL  AND  LAND  CORPORATION  TO  SAID  DISTRICT. 


Application  No.  7003. 
Decided  July  22, 1921. 


By  the  Commission. 

ORDER. 

Fresno  Canal  and  Land  Corporation  asks  permission  to  sell  the 
properties  described  in  Exhibit  **  A*'  attached  hereto  to  Laguna  Irriga- 
tion District.    The  district  has  agreed  to  pay  $265,000  for  the  properties. 

In  Decision  No.  6971,  dated  May  14,  1921,  the  Commission  authorized 
Fresno  Canal  and  Land  Corporation  to  sell  certain  of  its  properties  to 
the  Fresno  Irrigation  District,  for  the  sum  of  $1,750,000. 

Applicants  report  that  the  Laguna  Irrigation  District  has  been 
properly  organized  and  that  all  of  the  land  which  has  been  served  by 
Fresno  Canal  and  Land  Corporation,  through  the  properties  which  it 
intends  to  sell  to  the  Laguna  Irrigation  District,  are  included  in  the 
Laguna  Irrigation  District. 

The  Commission  is  of  the  opinion  that  this  is  not  a  matter  in  which  a 
hearing  is  necessary  and  that  this  application  should  be  granted  subject 
to  the  conditions  of  this  order ;  therefore ; 

It  is  ordered,  that  Fresno  Canal  and  Land  Corporation  be  and  it  is 
hereby  authorized  to  sell  and  transfer  to  Laguna  Irrigation  District  the 
properties  described  in  Exhibit  **  A'*  attached  hereto,  and  said  Laguna 
Irrigation  District  is  hereby  authorized  to  purchase  said  properties. 

The  authority  herein  granted  is  subject  to  the  following  conditions : 

1.  The  authority  herein  granted  does  not  in  any  manner  whatsoever 
relieve  Fresno  Canal  and  Land  Corporation  from  rendering  adequate 
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service  to  consumers  connected  with,  or  served  by,  or  through,  that 
portion  of  its  properties,  plant  and  system,  which  are  not  being  sold  to 
the  Laguna  Irrigation  District. 

2.  The  consideration  being  paid  for  the  properties  described  in 
Exhibit  **A''  attached  hereto,  by  the  Laguna  Irrigation  District,  shall 
not  be  urged  as  a  measure  of  value  of  the  properties  herein  authorized 
to  be  sold,  or  the  properties  retained  by  the  Fresno  Canal  and  Land 
Corporation  for  any  purpose  other  than  the  transfer  herein  permitted. 

3.  Within  thirty  days  after  its  execution,  Laguna  Irrigation  District 
shall  file  with  the  Commission  a  verified  copy  of  the  deed  under  which 
it  has  secured  and  holds  title  to  the  properties  which  it  is  herein 
permitted  to  purchase. 

4.  Fresno  Canal  and  Land  Corporation  shall  notify  the  Commission 
of  the  date  on  which  it  relinquishes  control  and  possession  of  the 
properties,  such  notification  to  be  submitted  to  the  Commission  within 
ten  days  after  control  and  possession  of  the  properties  has  been 
relinquished. 

5.  The  authority  herein  granted  will  apply  only  to  such  sale  and 
transfer  as  may  be  effected  on  or  before  December  1, 1921. 

Dated  at  San  Francisco,  California,  this  twenty-second  day  of  July, 
1921. 

EXHIBIT  "A." 

All  those  tra<it8  and  parcels  of  land  lying  and  being  in  the  county  of  Fresno, 
State  of  California,  and  bounded  and  described  as  follows,  to  wit: 

1.  CommeBcing  at  a  point  on  the  section  line  between  sections  twenty-two  (22) 
and  twenty-three  (23)  in  township  seventeen  (17)  south,  range  twenty -one  (21) 
east.  Mount  Diablo  base  and  meridian,  from  which  the  one-quarter  comer  common 
to  said  sections  bears  north  1000-  feet ;  thence  south  54  degrees,  45  minutes  east, 
leO  feet;  thence  south  77  degrees,.  30  minutes  east,  150  feet;  thence  south  51 
degrees,  45  minutes  east,  370  feet ;  thence  south  68  degrees,  5  minutes  east,  200  feet ; 
thence  north  oO  degrees,  40  minutes  east,  200  feet ;  thence  north  45  degrees,  45 
minutes  east,  520  feet;  thence  south  390.3  feet  to  the  center  of  county  road  on 
mmth  bank  of  Cole  Slough ;  thence  following  center  of  road  south  60  degrees,  35 
minutes  west,  107S  feet;  thence  following  center  of  road  north  54  degrees,  47 
minutes  west,  1000  feet ;  thence  following  center  of  road  north  32  degrees,  45 
minutes  west,  900  feet ;  thence  following  center  ox  road  north  89  degrees,  4S 
minutes  west,  436.4  feet ;  thence  north  30  feet  to  the  north  line  of  road ;  thence 
south  89  degrees,  48  minutes  east  400  feet;  thence  north  75  feet;  thence  north 
45  degrees,  00  minutes  east,  100  feet;  thence  south  71  degrees,  00  minutes  east. 
182  feet;  thence  sooth  57  degrees,  15  minutes  east,  180  feet;  thence  south  30 
degrees,  15  minutes  east,  70  feet ;  thence  south  74  degrees,  20  minutes  east,  158  feet 
to  the  point  of  beginning,  containing  nineteen   (19)   acres,  more  or  less. 

2.  Parcel  of  land  in  lot  seventeen  (17),  in  section  thirty-six  (.S6)  township 
seventeen  (17)  south,  range  nineteen  (19)  east.  Mount  Diablo  base  and  meridian, 
commencing  at  the  northeast  corner  of  said  lot  seventeen  (17),  thence  west  along 
north  saide  of  said  lot  seventeen  (17).  430  feet;  thence  south  22  degrees,  45  minutes 
west,  108  feet ;  thence  east  480  feet ;  thence  north  95  feet,  to  the  point  of  begin- 
ning, containing  one   (1)   acre,  more  or  less. 

3.  All  right,  title  and  interest  to  that  portion  of  lot  twenty-seven  (27),  in 
section  twenty-five  (25),  township  seventeen  (17)  south,  range  twent>'  (20)  east. 
M.  D.  B.  and  M.,  lying  south  of  "E*'  Canal,  containing  one-half  (^)  acre,  more 
or  leas. 
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4.  The  right,  title  and  interest  of  the  corporation  to  a  parcel  of  land,  one-half 
(i)  aero,  more  or  less,  and  tho  buildings  located  thereon,  situate  on  the  south  side 
of  the  Kings  River  at  what  is  known  as  the  Zalds  Weir,  which  interest  to  such 
land  needed  for  levee  purposes  is  held  jointly  with  the  Island  Reclamation  District, 
no  title  having  been  conveyed  to  said  district. 

II. 
All    the   following  described   canals,   ditches   and   laterals   of    Fresno   Canal    and 
Land   Corporation   constituting   a   portion   of   or   used    in    connection    with   Fresno 
Canal  and  Land  Corporation's  irrigation  system : 

1.  "A"  Canai.:  Beginning  at  a  point  in  the  west  bank  of  Teilmau  Cut  near  the 
east  line  of  section  twenty-two  (22).  township  seventeen  (17)  south,  range  twenty- 
one  (21)  east,  M.  D.  B.  and  M.,  and  running  thence  in  a  general  westerly  direction 
3.13  miles  to  a  point  in  the  east  bank  of  **B"  Canal,  lot  twenty-seven  (27),  section 
twenty  (20),  township  seventeen  (17)  south,  range  twenty-one  (21)  east,  M.  1).  B. 
and  M.,  having  the  following  widths,  more  or  less,  and  approximate  lengths  of 
rights  of  way : 

From  i>oint  of  beginning  to  point  of  joining  Grant  Canal  for  a  length  of  1500  feet, 
a  width  of  90  feet; 

From  point  of  joining  Grant  Canal  to  Kingston  road  for  a  length  of  5800  feet, 
a  width  of  70  feet ; 

From  Kingston  road  to  departure  from  Grant  Canal  for  a  length  of  2870  feet, 
a  width  of  90  feet; 

From  departure  of  Grant  Canal  to  end  at  "B"  ditch  for  a  length  of  (5.350  feet, 
a  width  of  40  feet. 

2.  Main  (iRANT  Canal:  Beginning  at  a  point  in  the  west  bank  of  Teilman  Cut 
near  the  oast  line  of  miction  twenty-two  (22).  township  seventeen  (17)  south,  range 
21  east,  M.  I).  B.  and  M.,  and  running  thonco  in  a  gonoral  westerly  direction  5.7.5 
miles  to  a  point  near  the  northeast  comer  of  lot  twenty-six  (20),  section  twenty- 
live  (25),  township  seventeen  (17)  south,  range  tWi»nty  (20)  east,  M.  1).  I».  and 
M.,  having  the  following  widths,  more  or  less,  and  approximate  lengths  of  rights  of 
way : 

From  point  of  beginning  to  the  departure  from  "A"  ditch,  a  length  of  9020  feet, 
a  width  of  110  feet; 

F>om  departure  from  "A"  ditch  to  point  in  section  30,  township  17  south,  range 
21  east,  M.  D.  B.  and  M.,  for  a  length  of  734o'  feet,  a  width  of  150  feet ; 

From  above  described  point  to  the  end  in  section  25,  township  17  south,  range 
20  east.  M.  D.  B.  and  M.,  for  a  length  of  13,383  feet,  a  width  of  70  feet. 

3.  *'B"  Canal:  Beginning  at  a  point  in  the  north  bank  of  Grant  Canal  on 
lot  10,  section  twenty-nine  (29),  township  seventeen  (17)  south,  range  twenty-one 
(21)  east,  M.  I).  B.  and  M.,  and  running  thence  in  a  northwesterly  direction  7.50 
miles  to  a  point  in  lot  2,  section  sixteen  (10),  township  seventeen  (17)  south,  range 
twenty  (20)  east,  M.  D.  B.  and  M.,  having  the  following  widths,  more  or  less,  and 
approximate  lengths  of  rights  of  way : 

From  iwint  of  beginning  to  southwest  comer  of  lot  20,  section  13,  township  17 
south,  range  20  east.  M.  I).  B.  and  M.,  for  a  length  of  17,200  feet,  a  width  of 
00  feet; 

From  above  described  point  to  east  line  of  lot  10,  in  said  section  13,  for  a 
length  of  2930  feet,  a  width  of  50  feet; 

From  above  described  i>oint  to  a  point  in  said  lot  10  for  a  length  of  700  feet, 
a  width  of  75  feet; 

From  above  described  point  to  the  pond  in  lot  10,  section  14,  township  17  south, 
range  20  east,  M.  1).  B.  and  M.,  for  a  length  of  12*S0  feet,  a  width  of  50  feet ; 

From  said  pond  in  lot  10  to  the  end  at  Murphy  Slough  in  section  10,  for  a 
length  of  17,800  feet,  a  width  of  40  feet. 

4.  •'B2"  Canal:  Beginning  at  a  point  on  the  west  bank  of  "B*'  Canal  on 
lot  10,  section  twenty-nine  (29),  township  seventeen  (17)  south,  range  twenty -one 
(21)  east,  M.  D.  B.  and  M.,  and  running  thence  in  a  westerly  direction  3.07  miles 
to  a  point  in  the  west  line  of  lot  1,  section  twenty-six  (20),  township  seventeen 
(17)  south,  range  twenty  (20)  east,  M.  D.  B.  and  M.,  having  the  following  widths, 
more  or  less,  and  approximate  lengths  of  rights  of  way : 

From  point  of  beginning  to  the  end  at  northwest  comer  of  lot  1,  section  26, 
township  17  south,  range  20  east,  M.  1).  B.  and  M.,  for  a  length  of  10,2(K)  feet, 
a  width  of  40  feet. 
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5.  "G"  Canal:  Beginning  at  the  end  of  Grant  Canal  near  the  northeast  cor- 
ner of  lot  26,  section  twenty-five  (25),  township  seventeen  (17)  south,  range  twenty 
(20)  east,  M..  D.  B.  and  M.,  and  running  thence  in  a  general  westerly  direction 
6.02  miles  to  a  point  in  the  east  bank  of  Burrel  (^nal  near  the  smitheast  comer 
of  section  nineteen  (19),  township  seventeen  (17)  south,  range  twenty  (20)  east, 
M.  D.  B.  and  M.,  having  the  following  widths,  more  or  less,  and  approximate 
lengths  of  rights  of  way : 

From  its  head  to  check  gate  in  lot  6,  section  33,  township  seventeen  (17)  *south, 
range  twenty  (20)  east,  M.  D.  B.  and  M.,  for  a  length  of  21,200  feet,  a  width  of 
00  feet; 

Prom  said  check  gate  in  lot  6,  in  said  section  33,  to  lot  18  in  section  29,  town- 
ship 17  south,  range  20  east,  M.  D.  B.  and  M.,  for  a  length  of  4080  feet,  a  width 
of  40  feet; 

From  said  lot  18  to  the  end  in  Burrel  ditch  in  section  19,  township  17  sonth, 
range  20  east,  M.  D.  B.  and  M.,  for  a  length  of  6500  feet,  a  width  of  30  feet. 

6.  "T"  Canal:  Beginning  at  a  point  in  the  north  bank  of  "G"  Canal  on  lot  26, 
section  twenty-six  (26),  township  seventeen  (17)  south,  range  twenty  (20)  east, 
M.  D.  B.  and  M.,  and  running  thence  in  a  general  northwesterly  direction  2.86 
miles  to  a  point  in  the  west  bank  of  Turner  ditch  in  lot  9,  section  twenty-one  (21), 
township  seventeen  (17)  south,  range  twenty  (20)  east,  M.  D.  B.  and  M.,  having 
the  following  widths,  more  or  less,  and  approximate  lengths  of  rights  of  way : 

From  point  of  beginning  to  center  line  of  section  26,  township  17  south,  range 
20  east,  M.  D.  B.  and  M.,  for  a  length  of  1804  feet,  a  width  of  60  feet; 

From  above  described  point  to  a  point  in  lot  4,  section  27,  township  17  south, 
range  20  east,  M.  D.  B.  and  M.,  for  a  length  of  3S28  feet,  a  width  of  40  feet ; 

From  above  point  in  lot  4  to  the  Wiaste  Gate  jn  ^ot  22,  section  21,  township  17 
south,  range  20  east,  M.  D.  B.  and  M.,  for  a  length  of  7708  feet,  a  width  of  50  feet ; 

From  said  Waste  Gate  to  the  end  at  Riverdale  ditch  in  lot  9,  in  said  section  21, 
for  a  length  of  2310  feet,  a  width  of  40  feet. 

7.  **E"  Canal:  Beginning  at  the  end  of  Grant  Canal  near  the  northeast  comer 
of  lot  26,  section  twenty-five   (25),  township  seventeen    (17)   south,   range  twenty 

(20)  east,  M.  D.  B.  and  M.,  and  running  thence  in  a  general  southwesterly  direc- 
tion 13  miles,  more  or  less,  to  a  point  near  the  south  quarter  corner  of  section 
thirty-three  (33),  township  seventeen  (17)  south,  range  nineteen  (19)  east, 
M.  I).  B.  and  M.,  having  the  follbwing  widths,  more  or  less,  and  approximate 
lengths   of  rights  of  way : 

From  its  iwint  of  beginning  for  a  length  of  13,945  feet,  a  width  of  75  feet ; 

From  Siphon  Ditch  headgate  to  west  line  of  Elm  avenue  for  a  length  of  9400 
feet,  a  width  of  (50  feet; 

From  said  Elm  avenue  to  north  line  of  section  5,  township  18  south,  range  20 
east,  M.  D.  B.  and  M.,  for  a  length  of  9050  feet,  a  width  of  50  feet ; 

From  said  north  line  of  section  5,  township  18  south,  range  20  east,  M.  D.  B. 
and  M.,  to  west  line  of  section  32,  township  17  south,  range  20  east,  M.  D.  B. 
and  M.,  for  a  length  of  4770  feet,  a  width  of  40  feet ; 

From  said  west  line  of  said  section  32,  to  south  line  of  lot  16  in  section  .S6, 
township  17  south,  range  19  east,  M.  D.  B.  and  M.,  for  a  length  of  7040  foet,  a 
width  of  50  feet; 

From  said  lot  16  to  north  line  of  lot  18,  in  section  36.  township  17  south,  range 
19  east  M.  D.  B.  and  M.,  for  a  length  of  890  feet,  a  width  of  70  feet ; 

From  said  lot  18  to  center  of  section  35,  township  17  south,  range  19  east, 
M.  D.  B.  and  M.,  for  a  length  of  7300  feet,  a  width  of  50  feet; 

From  said  center  of  section  35,  township  17  south,  range  19  east,  M.  D.  B. 
and  M.,  to  a  gate  in  lot  30,  section  35,  township  17  "south,  range  19  east,  M.  D.  B. 
and  M.,  for  a  length  of  683  feet,  a  width  of  70  feet ; 

From  said  gate  to  lot  29,  in  section  S5,  township  17  south,  range  19  east,  M.  D.  B. 
and  M.,  for  a  length  of  1877  feet,  a  width  of  50  feet ; 

From  said  lot  29  to  southeast  quarter  of  southeast  quarter  of  section  34,  towu- 
diip  17  south,  range  19  east,  M.  D.  B.  and  M.,  for  a  length  of  2010  feet,  a  width  of 
40  feet : 

From  southeast  quarter  of  southeast  quarter  of  said  section  34  to  the  end  near 
the  south  quarter  comer  of  section  33,  township  17  south,  range  19  east,  M.  D.  B. 
and  M.,  for  a  length  of  10,168  feet,  a  width  of  30  feet 

8.  SiFHON  Canal:  Beginning  at  a  point  in  the  south  bank  of  ''E"  Canal  on 
the  west  line  of  lot  5,  section  2,  township  18  south,  range  20  east,  M,  D.  F.  and  M., 
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and  rtinnm^  thence  in  a  general  southwesterly  direction  1.59  miles  <o  a  point  at 
the  south  end  of  Siphon  across  Zalda  Canal  at  head  of  Island  Canal  near  the 
northeast  comer  of  lot  4,  section  ten  (10),  township  eighteen  (18)  south,  range 
twenty  (20)  east,  M.  D.  B.  and  M.,  having  the  following  widths,  more  or  less,  and 
approximate  lengths  of  rights  of  way : 

From  point  of  beginning  to  levee  in  lot  27.  in  section  2,  township  18  south,  range 
20  east,  M.  D.  B.  and  M.,  for  a  length  of  3070  feet,  a  width  of  70  feet ; 

From  said  levee  to  Island  headgate  for  a  length  of  4700  feet,  a  width  of  80  feet. 

9.  *'E"  Wasteway:  Beginning  at  a  point  in  the  south  bank  of  **E"  Canal  near 
the  north  line  of  lot  17,  section  thirty-six  (96),  township  seventeen  (17)  south* 
range  nineteen  (10)  east,  M.  D.  B.  and  M.,  and  running  thence  in  a  general  south- 
westerly direction  2.31  miles  to  a  point  at  the  south  end  of  a  gate  constructed 
through  the  Reclamation  Levee  near  the  southeast  corner  of  lot  1,  section  eleven 
(11),  township  eighteen  (18)  south,  range  nineteen  (19)  east,  M.  D.  B.  and  M., 
having  the  following  widths,  more  or  less,  and  approximate  lengths  of  rights  of  way : 

From  point  of  beginning  to  levee  in  section  11,  township  18  south,  range  19  east, 
Ai.  D.  B.  and  M.,  for  a  length  of  12,185  feet,  a  width  of  45  feet. 

10.  North  Island  Canal:  Beginning  at  the  end  of  Siphon  Canal  which  is  the 
south  bank  of  Zalda  Canal  near  the  northeast  comer  of  lot  4,  section  ten  (10), 
township  eighteen  (18)  south,  range  twenty  (20)  east,  M.  D.  B.  and  M.,  and 
running  thence  in  a  general  southwesterly  direction  8.75  miles  to  a  point  at  the 
west  end  of  a  gate  constructed  through  reclamation  levee  near  the  east  line  of 
lot  10,  section   twenty-seven    (27),   township  eighteen    (18)    south,   range  nineteen 

(19)  east,  M.  D.  B.  and  M.,  having  the  following  widths,  more  or  less,  and 
approximate  lengths  of  rights  of  way : 

From  the  point  of  beginning  to  divide  with  South  Island  Canal  for  a  length  of 
1438  feet,  a  width  of  170  feet; 

From  said  point  of  division  to  east  line  of  lot  7,  section  9,  township  18  south, 
range  20  east,  M.  D.  B.  and  M.,  for  a  length  of  5470  feet,  a  width  of  130  feet ; 

From  said  line  of  lot  7  to  lot  2,  in  section  17,  township  18  south,  range  20  east, 
M.  I).  B.  and  M.,  for  a  length  of  6347  feet,  a  width  of  90  feet ; 

From  said  lot  2  to  north  quarter  comer  of  section  24,  township  18  south,  range 
19  east,  M.  D.  B.  and  M.,  for  a  length  of  16.062  feet,  a  width  of  80  feet; 

From  said  quarter  comer  to  lot  8  in  section  27.  township  18  south,  range  19  east, 
M.  D.  B.  and  M.,  for  a  length  of  15,776  feet,  a  width  of  40  feet ; 

From  said  lot  8  to  end  at  levee  for  a  length  of  986  feet,  a  width  of  60  feet. 

11.  South  Island  Canal:  Beginning  at  a  point  in  the  south  bank  of  North 
Island  Canal  near  the  south  line  of  lot  4,  section  ten  (lO),  township  eighteen  (18) 
south,  range  twenty  (20)  east,  M.  D.  B.  and  M.,  and  running  thence  in  a  general 
southwesterly  direction  4.06  miles  to  a  point  on  the  east  bank  of  North  Island 
Canal  on  lot  15,  section  eighteen  (18),  township  eighteen  (18)  south,  range  twenty 

(20)  east,  M.  D.  B.  and  M.,  having  the  following  widths,  more  or  less,  and  approxi- 
mate lengths  of  rights  of  way : 

From  point  of  beginning  to  the  center  line  of  lot  11,  section  17,  township  18 
south,  range  20  east,  M.  I).  B.  and  M.,  for  a  length  of  16,281  feet,  a  width  of 
80  feet; 

From  said  center  line  of  lot  11  to  west  line  of  section  17,  township  IS  south, 
range  20  east,  M.  D.  B.  and  M.,  for  a  length  of  2159  feet,  a  width  of  100  feet ; 

From  said  west  line  of  section  17  to  the  junction  with  North  Island  (3anal,  for 
a  length  of  2990  feet,  a  width  of  80  feet. 

12.  "G"  Ditch  Extension  :  Beginning  in  the  south  bank  of  "G"  Ditch  in  lot 
eight  (8),  section  twenty-nine  (29),  township  seventeen  (17)  south,  range  (20) 
east,  M.  D.  B.  and  M.,  thence  in  a  southerly  and  southwesterly  direction  2J  miles, 
more  or  less,  to  the  north  bank  of  "E"  Canal  in  lot  eighteen  (18),  section  thirty-six 
(36),  township  seventeen  (17)  south,  range  nineteen  (19)  east;  having  the 
following  widths,  more  or  less,  and  approximate  lengths  of  rights  of  way; 

From  its  point  of  beginning  to  the  end  in  lot  18,  section  36,  township  17  south, 
range  19  east,  M.  D.  B.  and  M.,  for  a  length  of  13,850  feet,  a  width  of  50  feet. 

13.  Summit  Lake  Ditch:  Beginning  in  the  south  bank  of  Beall  Slough  in 
lot  eight   (8),  section  eleven    (11),  township  eighteen    (18)   south,  range  nineteen 

(19)  east,  M.  D.  B.  and  M.,  thence  in  a  southwesterly  direction  1|  miles,  more  or 
less,  to  the  southwest  comer  of  lot  16,  section  ten    (10),  township  eighteen   (18) 
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south,  range  nineteen   (19)   east;  havii^  the  folio  wing  widths,  more  or  less,  and 
approximate  lengths  of  rights  of  way : 

From  point  of  beginning  to  the  end  in  section  10,  township  18  south,  range  19 
east,  M.  n.  B.  and  M.,  for  a  length  of  7920  feet,  a  width  of  40  feet. 

The  above  canals  are  more  specifically  delineated  on  a  map  filed  in  the  county 

recorder*8  office  of  Fresno  County,  in  book of  miscellaneous  maps  at  page , 

and  in  the  county  recorder's  ottce  of  Kings  County  in  book of  miscellaneous 

maps  at  page . 

III. 

Four  (4)  shares  of  stock  in  the  Laton  Telephone  Company,  being  certificate 
No.  1,  dated  June  7.  1917,  duly  endorsed  by  the  corporation. 

Abo  a  certain  telephone  line  commencing  on  the  east  line  of  the  townsite  of 
Laton,  thence  east  about  one-half  (i)  mile  to  the  Reynolds  Weir. 

Abo  a  telei^ione  line  commencing  at  the  southwest  comer  of  section  thirty-six 
(3G),  township  seventeen  (17)  south,  range  twenty  (20)  east,  M.  D.  B.  and  M., 
and  extending  southerly  about  two    (2)    miles  to  the  Zalda  Weir. 

IV. 
Also,  the  entire  irrigation  system  of  the  Fresno  Canal  and  Land  Corporation 
situate  within  the  boundaries  of  the  Laguna  Irrigation  District,  including  in  addi- 
tion to  the  foregoing  tracts  and  parcels  of  land,  canals,  ditches  and  laterals,  tele- 
phone stock,  all  other  tracts  and  parcels  of  land,  canals,  ditches  and  laterals 
together  with  the  dams,  headgates,  weirs,  flumes,  aqueducts,  structures,  drops,  checks, 
rights  of  way,  water  rights,  rights  to  the  use  of  water,  privileges,  franchises  and 
easements,  options  and  rights  and  property  and  rights  secured  and  to  he  secured 
thereunder,  tools,  books,  reeords  and  maps  and  other  property  and  rights  of  the 
Fresno  Canal  and  Land  Corporation,  real,  personal  or  mixed,  tangible  or  intangible, 
corporeal  or  incorporeal,  wherever  located  as  appurtenant  to  its  irrigation  system, 
so  within  the  Laguna  Irrigation  District,  exclusive,  however,  of  the  sale  of  certain 
parts  and  portions  of  the  property  and  system  of  the  Fresno  Canal  and  Land 
Corporation  to  the  Fresno  Irrigation  District,  also  subject  to  the  following  excep- 
tions,  to  wit: 

1.  The  right  of  the  Murphy  Slough  Association,  comprising  the  Riverdale  Ditch 
Company,  Turner  Difch  Company,  Liberty  Mill  Race  Ditch  (>Hnpany  and  the  Reed 
Dilck  CompftBy,  to  ive-twelftks  (5/13)  inteieat,  and  of  the  Liberty  Canal  and 
Irrigation  as  to  one-sixth  (1/6)  interest  in  those  certain  works  situate  on  Kings 
River,  and  commonly  known  as  Reynolds  Cut  Weir,  the  Murphy  Slough  Weir  and 
the  Wanteway  Gate;  provided,  however,  that  such  Murphy  Slough  Association  and 
«uch  Liberty  Canal  Company  shall  bear  their  proportionate  interest  as  above 
expressed  of  the  maintenance  and  operation  of  such  weirs  and  gates,  including  the 
MeootBtmction  and  repair  of  same  whenever  necessary  and  when  called  upon  bj 
said  l^iguaa  Irrigation  District;  provided,  however,  that  right  shall  be  maintained 
in  said  Murphy  Slough  Association  and  said  Liberty  Canal  and  Irrigation  Com- 
pany for  ingress  and  egiws  to  such  works,  and  to  the  records  maintained  with 
the  relation  to  the  waters  flowing  therefrom,  and  in  relation  to  the  division  thereof 
as  between  themselves  and  said  Laguna   Irrigation  District. 

2.  All  moneys  on  hand  or  on  deposit,  all  notes  and  accounts  receivable  including 
water  reatals  up  to  and  ineludiikg  the  year  1900,  an  i  the  amount  repayable  to  the 
first  party  hy  said  second  party  for  the  cost  and  maintenance  and  operation  of  its 
canal  system,  in  accordance  with  the  agreement  of  the  twenty-fifth  of  February, 
1921,  aad  the  agreement  of  the  same  date  supplementary  thereto,  heretofore  entered 
into  betweeii  the  parties  hereto,  and  the  right  or  franchise  of  Fresno  Canal  and 
Land  Corporation  to  be  a  corporation. 

8.  Snbiect  to  the  right  on  the  part  of  Fresno  Canal  and  Land  Corporation  and 
Consolidated  (}anal  Company  and  Laguna  I^nds,  a  corporation,  to  inspect  and 
i»e  in  so  far  as  the  same  may  be  necessary  and  appropriate,  any  of  the  books,  maps 
and  records  herein  referred  to  in  so  far  as  they  may  relate  to  or  be  connected 
with  ugr  of  the  properties  or  any  portion  thereof  owned  or  possessed  by  the  Con- 
solidated Canal  Company,  Laguna  Lands,  or  retained  by  the  said  Fresno  Canal 
and  Land  Corporation  as  a  portion  of  its  irrigation  system. 
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Decision  No.  9254. 

IN  THE  MATTER  OF  THE  APPLICATION  OP  PORT  COSTA  WATER 
COMPANY,  A  CORPORATION,  FOR  PERMISSION  TO  INCREASE  THE 
RATES   FOR  WATER  FURNISHED  BY   SAID  CORPORATION. 


Application  No.  4965. 
Decided  July  23,  1921. 


Water  Utility — Discrimination — Municipal  Customer. — Rehearing:  by  the 
town  of  Martinez  denied*  the  Commission  holdinj^  that  a  municipal  customer 
occupies  the  same  status  as  other  larg:e  wholesale  usei^  and  that  rate 
schedules  were  established  to  do  away  with  preferential  and  discriminatory 
charges. 

A.  E.  ShaWy  for  Applicant. 

A,  F.  Bray,  for  the  Town  of  Martinez. 

Martin,  CommiMxoner, 

OPINION  ON  PETITION  FOR  REHEARING. 

This  Commission  on  October  15, 1920,  rendered  its  opinion  and  order 
in  the  above  entitled  proceeding  (Decision  No.  8238)  establishing  therein 
a  schedule  of  rates  to  be  charged  by  applicant  for  water  furnished  its 
consumers.  On  November  4,  1920,  the  town  of  Martinez,  one  of  the 
consumers,  filed  a  petition  for  rehearing. 

Said  petition  for  rehearing  alleges  in  effect  that  the  town  of  Martinez, 
a  municipal  corporation,  owns  and  operates  its  own  water  distribution 
system,  purchases  its  water  wholesale  from  applicant  and  retails  it  to 
the  inhabitants  of  said  town;  that  the  rates  established  in  above 
mentioned  decision  result  in  an  increased  charge  to  the  town  of 
Martinez  of  approximately  40  per  cent;  that  said  town  is  required  to 
pay  applicant  the  same  rates  as  other  large  consumers  on  the  system 
and  no  consideration  was  given  the  fact  that  it  operates  a  municipally 
owned  distribution  system.  It  is  further  alleged  that  said  increase  in 
rates  which  was  filed  with  the  Commission  and  became  effective  on 
October  18,  1920,  works  an  injustice  on  the  town  of  Martinez,  since  its 
water  rates  to  its  own  consumers  are  fixed  by  ordinance  and  could  not 
be  changed  to  meet  this  increase  prior  to  November  1, 1920.  Wherefore, 
petitioner  alleges  said  increase  in  the  rates  to  the  town  of  Martinez  is 
excessive,  unfair  and  unjust  and  the  request  is  made  that  the  rates 
established  in  aforementioned  decision  be  set  aside  in  so  far  as  they 
affect  the  town  of  Martinez  and  that  new  and  equitable  rates  be  fixed 
for  this  service. 

Hearing  for  argument  and  evidence  on  the  question  of  rehearing  in 
the  above  entitled  proceeding  was  held  at  San  Francisco  on  March  1, 
1921.  Protestant  went  on  record  at  this  hearing  to  the  effect  that  it 
was  not  in  a  position  to  attack  the  findings  of  the  Commission  with 


Digitized  by 


Google 


GAIilFOBNIA  RAILROAD   COMMISSION  DECISIONS.  279 

reference  to  the  rate  base  and  hence  its  testimony  was  confined  in 
general  to  the  issnes  aforementioned. 

The  evidence  shows  that  the  rates  heretofore  in  effect  include  a 
number  of  special  and  discriminatory  rates  to  industries  and  certain 
other  large  users,  including  the  above  mentioned  protestant,  and  the 
rate  schedule  established  by  this  Commission  in  its  Decision  No.  8238 
was  designed  to  eliminate  all  discrimination  existing  by  reason  of  these 
special  rates,  to  uniformly  distribute  the  charges  among  the  various 
consumers,  according  to  use,  and  to  yield  to  applicant  the  necessary 
annual  revenue. 

It  appears  after  four  months'  trial  that  said  rate  schedule  is  operating 
practically  as  was  designed,  no  evidence  being  introduced  to  the 
contrary. 

The  record  of  water  use  for  the  year  1919  shows  that  14  large 
consumers,  including  among  them  the  town  of  Martinez,  and  enjoying 
the  special  low  rates  mentioned,  purchased  89  per  cent  of  the  total 
amount  of  water  consumed  on  the  system  and  paid  only  64  per  cent  of 
the  gross  revenue  of  the  system.  The  town  of  Martinez  was  the  second 
largest  consumer,  purchasing  an  average  of  IJ  million  cubic  feet  of 
water  monthly  or  about  24.6  per  cent  of  the  total  consumption. 

Bills  rendered  the  town  of  Martinez  for  the  past  five  months'  use  of 
water  were  introduced  in  evidence.  These  show  that  for  September, 
1920,  under  the  old  rates,  the  average  charge  for  100  cubic  feet  was  11.1 
cents  and  for  the  four  succeeding  months,  under  the  rates  at  present  in 
effect,  the  average  per  100  cubic  feet  amounted  to  16.68  cents,  an  increase 
of  5.58  cents. 

Attention  is  directed  to  the  fact  that  this  average  charge  is  only  0.18 
cents  increase  over  the  lowest  quantity  rate  of  16.5  cents  per  100  cubic 
feet  as  fixed  by  Decision  No.  8238. 

By  comparison  with  the  present  charges  in  effect  for  domestic  use  on 
the  system  of  the  Port  Costa  Water  Company,  applicant  herein,  it 
appears  that  the  above  increased  rate  for  Martinez  is  not  excessive- or 
unreasonable.  For  use  of  water  less  than  535  cubic  feet  monthly  the 
charge  to  domestic  consumers  on  applicant's  system  is  smaller,  but  it 
becomes  considerably  greater  as  the  use  increases  above  535  cubic  feet, 
even  though  a  higher  minimum  is  charged  in  Martinez. 

After  a  review  of  the  evidence  upon  which  this  Commission  based  its 
Decision  No.  8238  establishing  the  rate  schedule  in  effect,  and  from  a 
careful  consideration  of  all  the  evidence  submitted  in  the  argument  for 
rehearing  and  in  particular  the  facts  set  out  herein,  the  conclusion  is 
reached  that  there  is  no  convincing  reason  why  the  rate  schedule  as 
established  should  be  revised  in  any  particular  or  that  the  town  of 
Martinez  should  be  granted  a  rate  different  from  other  wholesale 
consumers  of  water. 

It  is  therefore  recommended  that  the  petition  for  rehearing  be  denied. 
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ORDER  ON  PETITION  FOR  REMEARIMa 

The  Railroad  Commission,  having  heard  the  application  of  the  Port 
CoBta  Water  Company  for  an  inereaae  in  rates,  and  haying  r^idered 
its  Decision  No.  8238  establishing  a  schedule  of  rates  in  due  fono,  and 
the  town  of  Martinez  haying  subsequently  filed  a  petition  for  a  rehearing 
of  this  matter,  and  public  hearing  having  been  held  and  argom^Eit  heard, 
and  the  Commission  being  fully  advised  in  the  premuies : 

It  is  hereby  found  as  a  fact,  that  no  sufficient  reas(m  has  been  presented 
whereby  this  Commission  is  justified  in  granting  a  rehearing  herein. 

And  basing  its  order  upon  the  above  finding  of  fact  and  the  fnrtiber 
statements  of  fact  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  the  petition  of  the  town  of  Martinez  for  a 
rehearing  in  the  above  entitled  application  be  and  the  same  is  hereby 
denied. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  July, 
1921. 


Decision  No.  9255. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  REEDLEY  TELE- 
PHONE COMPANY  FOR  AI^THORITY  TO  ISSIE  BONI>S  AND  FOR 
AUTHORITY  TO  INCREASE  ITS  RATES  FOR  TELEPHONE  SERVICE. 


Application  No.  6287. 
Decided  July  23,  1921. 


Ernest  Irwin,  for  Applicant. 

By  the  Commission. 

OPINION. 

The  Reedley  Telephone  Company,  hereinafter  referred  to  as  the 
company,  in  Application  No.  6287  asks  the  Commission  to  authorize  it  to 
issue  such  an  amount  of  bonds  as  will  net  it  $15,000  and  also  asks  per- 
mission to  increase  its  present  rates  for  telephone  service.  The  money 
secured  by  the  bond  issue,  the  company  states,  is  to  be  used  to  pay  exist- 
ing debts  which  were  incurred  in  making  extensions  to  its  plant,  to 
reimburse  its  treasury  and  to  finance  further  new  eonstraetion.  Tlie 
increase  in  rates,  it  alleges,  is  necessary  in  order  that  it  may  seeure  a 
fair  return  upon  its  investment. 

The  rates  in  effect  at  present  are  those  authorized  by  the  Commission 
in  Decision  No.  7027,  dated  January  20, 1920,  and  modified  by  Decision 
No.  7830,  dated  July  9,  1920.    The  latter  decision  discontinued  Ae  25 


Digitized  by 


Google 


CAUFOBKU  RAIUOAD  OOMHISfiiON  DHOiaiONS.  281 

Q0]it  discount  for  prompt  pftyrnent  of  bills,  but  did  not  change  the  rates. 
The  present  rate  schedule  is  as  follows: 

Per  moQth 
BtMlneM  Beaidenoe 

Main  hne,  wall   |2  75  $i^  25 

Two-party  line,  wall ^ 2  25  2  00 

Foar-i>arty  li»«,  wall 1  75 

Six-party  line,  wall  -^ 1  50 

Suburban,    wall    2  ;i5  2  00 

♦Extensions    1  50  1  00 

•Farmers*  lines  60  40 

♦Desk  telephones  are  25  cents  additional  per  month  on  all  classes  of  service 
except  those  marked  with  an  asterisk. 

A  hearing  was  held  in  Reedley.  The  company  did  not  file  any 
exhibits  at  the  hearing,  since  the  application  itself  sets  forth  the  net 
additions  to  fixed  capital  since  September  1,  1919,  the  date  of  the  Com- 
mission's appraisal  of  applicant's  property  in  Application  No.  4858; 
the  revenue  and  expenses  from  January  1, 1920,  to  September  1, 1920,  as 
shown  by  the  company's  books  and  the  estimated  revenue  and  expenses 
for  one  year  under  present  and  proposed  rates. 

The  Commission's  engineers  presented  a  report  which  showed  the 
investment  in  fixed  capital  as  found  by  taking  the  sum  of  the  net  addi- 
tions to  plant  since  September  1, 1918,  and  the  appraisal  which  they  had 
made  of  the  company's  property  as  of  that  date;  the  revenue  and 
expenses  for  the  period  from  December  1,  1919,  to  November  30,  1920, 
and  an  estimate  of  the  revenue  and  expenses  for  a  period  of  one  year 
under  present  rates. 

Prom  an  analysis  of  the  figures  presented  by  the  company  and  by  our 
engineers  it  is  our  opinion  that  $36,500  is  a  fair  value  for  this  property 
for  rate-making  purposes,  and  suggest  this  amount  as  the  proper  rate 
base. 

The  net  income  exclusive  of  interest  deductions,  for  the  year  ending 
November  30,  1920,  amounted  to  $1,840.  The  gross  revenue  collected 
during  this  period  amounted  to  $15,767,  and  the  expenses  for  the  same 
period,  including  taxes,  uncollectible  revenue  and  a  reserve  for  accrued 
depreciation,  amounted  to  $13,927.  It  is  apparent,  therefore,  that  a 
sufficient  return  has  not  been  made  upon  the  investment  during  the 
period  analyzed. 

A  careful  estimate  of  revenues  and  expenses  for  one  year  indicates 
that  the  compatiy  may  reasonably  expect  a  gross  revenue  of  $17,100  for 
this  period  under  present  rates,  with  an  increase  in  business  amounting 
to  5  per  cent.  The  expenses  for  the  same  period  with  present  rates 
will  be  approximately  $14,750,  leaving  a  net  income  for  the  year  of 
$2,350.  This  amount  would  be  a  return  of  approximately  6^  per  cent 
upon  the  rate  base  suggested  above. 

The  rate  structure  which  we  propose  should  yield,  during  the  next 
twelve  months,  a  gross  revenue  of  approximately  $17,700,  while  the 
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expenses  will  amount  to  about  $14,800.  This,  in  our  opinion,  will  give 
the  company  a  fair  return  upon  its  investment. 

The  increase  in  expenses  for  the  year  1921  over  the  year  1920  is  due 
to  the  additional  allowance  of  $700  per  annum  for  depreciation  of  plant 
not  covered  heretofore  by  the  fund  and  to  the  increase  in  taxes.  No 
allowance  was  made  for  an  increase  nor  for  a  decrease  in  wages  of 
employees  in  the  estimate. 

It  is  recommended  that  the  Commission  order  the  company  to  offer 
the  following  classes  of  service  and  authorize  the  following  rates : 

Per  montti 
Biarinen  Basldenot 

Main  line,  wall   $3  00  f2  2r> 

Two-party  line,  wall 2  50  2  00 

Four-party  line,  wall 1  75 

Six-party   line,   wall   ^     1  50 

Suburban,    wall    2  25  2  00 

♦Extensions  1  00  1  00 

fFarmers*  lines 00  40 

•Desk  telephones  are  25  cents  additional  per  month  on  all  classes  of  servict 
except  those  marked  with  an  asterisk.  Grabophones  are  50  cents  additional 
per  month  on  all  classes  of  service  except  farmers'  lines. 

fThe  above  rates  for  farmers'  line  service  are  based  upon  a  minimum  of  five 
subscribers  per  line.  Any  number  less  than  five  shall  pay  the  proper  pro 
rata    to   equal    the    revenue    from    five   subscribers. 

All  services,  rules  and  regulations  not  covered  in  this  opinion  shall 
remain  as  provided  for  in  the  Commission's  Decision  No.  2879,  decided 
November  5,   1915,  and  as  modified  by  the   Commission's  Decision 
No.  8146,  decided  September  24, 1920. 
Service  and  accounting. 

Subscribers  on  the  so-called  Squaw  Valley-Dunlap  line  complained 
of  the  service  rendered  on  their  line.  This  matter  has  been  before  the 
Commission  informally  on  several  occasions,  and  is  now  being  handled 
as  a  formal  proceeding  apart  from  this  application. 

The  company  has  recently  altered  its  accounting  system  to  conform 
to  the  Commission's  Uniform  Classification  of  Accounts  for  Telephone 
Companies,  as  recommended  by  our  engineers  and  accountants. 

Itauance  of  t«ouritiet. 

In  Exhibit  **A''  applicant  reports  $9,582.20  of  notes  outstanding  as 
of  November  1, 1920.  In  addition  the  company  reports  other  liabilities 
amounting  to  $4,136.27. 

Applicant  asks  permission  to  issue  bonds  to  refund  its  indebtedness 
and  to  reimburse  its  treasury.  It  asks  authority  to  issue  such  an  amount 
of  bonds  as  will  net  it  $15,000. 

Applicant  proposes  to  issue  7  per  cent  twenty-year  bonds  and  sell 
such  bonds  at  not  less  than  95  and  accrued  interest.  No  arrange- 
ments have  been  made  by  applicant  for  the  sale  of  the  bonds  nor  has 
applicant  submitted  a  deed  of  trust  securing  the  payment  of  the  bonds. 
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This  Goinmission  can  obviously  not  make  a  final  order  in  this 
proceeding  until  there  has  been  filed  with  the  Commission  for  its  con- 
sideration a  proposed  mortgage  or  deed  of  trust  securing  the  payment 
of  the  bonds. 

The  order  herein,  in  so  far  as  it  relates  to  the  issue  of  bonds,  is  of  a 
preliminary  character  and  subject  to  such  modification  as  may  become 
necessary. 

The  following  form  of  order  is  recommended : 

ORDER. 

Reedley  Telephone  Company  having  applied  for  permission  to 
increase  its  rates  for  telephone  service  and  to  issue  bonds  and  execute  a 
mortgage,  a  public  hearing  having  been  held,  and  the  Commission  being 
of  the  opinion  that  the  rates  authorized  and  the  classes  of  service  pre* 
scribed  in  this  order  are  just  and  reasonable  and  that  the  money, 
property  or  labor  to  be  procured  by  the  issue  of  the  bonds  herein 
authorized  is  reasonably  required  by  applicant  and  that  the  expendi- 
tures herein  permitted  are  fiot  in  whole  or  in  part  reasonably  chargeable 
to  operating  expense  or  to  income ; 

It  is  hereby  ordered,  that  applicant  is  authorized  to  establish  and  file 
with  the  Commission  within  thirty  (30)  days  of  the  date  of  this  order  a 
schedule  of  rates  and  services  as  outlined  in  the  foregoing  opinion. 
Upon  approval  of  the  schedule  so  filed,  applicant  is  authorized  to  put 
these  rates  into  effect  subject  to  the  following  conditions : 

A.  Adequate  and  eflScient  telephone  service  must  be  rendered  at  all 
times  for  all  classes  of  service. 

B.  The  depreciation  reserve  of  $900  per  annum  ordered  set  aside  in 
the  Commission's  Decision  No.  7027,  decided  January  12,  1920,  shall  be 
increased  to  $1,600  per  annum  in  monthly  installments  of  $133.33,  and 
applicant  shall  file  with  the  Commission  within  thirty  days  of  the  date 
of  this  order  its  suggestions  for  rules  governing  the  functions  and  use 
of  the  depreciation  fund  and  these  rules  shall  thereafter  go  into  effect 
as  approved  or  modified  by  the  Commission. 

It  is  hereby  further  ordered,  that  the  Reedley  Telephone  Company  be 
and  is  hereby  authorized  to  issue  and  sell,  at  not  less  than  95  per  cent  of 
their  face  value  and  accrued  interest,  $15,700  face  value  of  the  twenty- 
year  7  per  cent  bonds,  provided  that  none  of  the  bonds  be  delivered 
until  the  Commission  has  authorized  applicant  to  execute  a  deed  of 
trust  securing  the  payment  of  the  bonds.  The  Commission  will  here- 
after by  supplemental  order  specify  the  purposes  for  which  applicant 
may  use  the  proceeds  obtained  from  the  sale  of  the  bonds. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  Reedley  Telephone  Company  shall  keep  such  record  of  the  issue 
and  sale  of  the  bonds  herein  authorized  and  of  the  disposition  of  the 
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proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day  of 
eaeh  month  a  verified  report  as  required  by  the  Railroad  Gommiasion's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a 
part  of  this  order. 

3.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

3.  The  authority  herein  warranted  will  apply  only  to  such  bonds  as  may 
be  issued,  sold  or  delivered  on  or  before  December  31,  1921. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  July, 
1921. 


Decision  No.  9257. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  PACIFIC  TELEPHONE 
AND  TELE(4RAPH  COMPANY,  A  (H)KPORATION,  FOR  AN  ORDER 
OF  THE  RAH.ROAD  COMMISSION  OF  THE  STATE  OF  CALIFORNIA 
GRANTINIJ  IT  A  CERTinCATE  THAT  PrBLIC  CONVENIENCE  AND 
NECESSITY  REQUIRE  THE  EXERCISE  BY  IT  OF  THE  RIGHTS 
AND  PRIVILE(iES  CONFERRED  UPON  IT  UNDER  THE  FRANCHISE 
GRANTED  IT  P»Y  THE  BOARD  OF  Ti!USTEES  OF  THE  CITY  OF 
SAN  MATEO  BY  ORDINANCE  No.  228  ON  THE  SECOND  DAY  OF 
MAY,  1^21. 


Application  No.  6951. 
Decided  July  23,  1921. 


B.  F,  Rabinatriiz,  for  Applicant. 

Bbundiqe,  Commissioner. 

OPINION. 

The  Pacific  Telephone  and  Telegraph  Company  asks  the  Railroad 
Commission  to  declare  that  public  convenience  and  necessity  require 
the  exercise  by  applicant  of  the  rights  and  privileges  conferred  upon  it 
by  ordinance  No.  228,  passed  on  May  2,  1921,  by  the  board  of  trustees 
of  the  city  of  San  Mateo. 

A  copy  of  the  ordinance  has  been  filed  in  this  proceeding  and  is 
marked  applicant's  Exhibit  **B.''  In  general,  the  ordinance  granted 
to  The  Pacific  Telephone  and  Telegraph  Company,  its  successors  and 
assigns,  for  a  term  of  twenty-five  years,  gives  applicant  the  right  and 
privilege  to  do  a  general  telephone  and  telegraph  business  within  the 
city  of  San  Mateo  and  to  construct,  maintain  and  operate  the  necessary 
telephone  and  telegraph  lines  and  facilities,  all  subject  to  the  conditions 
of  the  ordinance. 

Among  other  things,  the  ordinance  requires  applicant,  its  successors 
and  assigns,  to  pay  annually  during  the  life  of  the  franchise,  to  the  city 
of  San  Mateo,  two  per  cent  of  the  gross  annual  receipts  arising  from  the 
use,  operation  and  possession  of  the  franchise  and  privileges,  including 
that  portion  of  the  long  distance  business  credited  to  the  exchange  of 
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the  city  of  San  Mateo.  The  city  of  San  Mateo  is  also  to  have  the  use, 
without  charge,  of  certain  specified  facilities  for  police  and  fire  alarm 
purposes. 

Applicant  reports  that  it  paid  $225  for  the  franchise  and  privileges 
covered  by  ordinance  No.  228  to  the  city  of  San  Mateo,  that  no  other 
public  utility  is  engaged  in  the  telephone  and  telegraph  business  in  the 
city  of  San  Mateo,  and  that  at  present  it  has  1870  subscribers  to  its 
telephone  service  in  the  city  of  San  Mateo. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

The  Pacific  Telephone  and  Telegraph  Company  having  asked  the 
Railroad  Commission  to  declare  that  public  convenience  and  necessity 
require  applicant  to  exercise  the  rights  and  privileges  granted  to  it  by 
the  city  of  San  Mateo  under  ordinance  No.  228,  passed  May  2,  1921,  a 
public  hearing  having  been  held,  and  it  appearing  to  the  Railroad  Com- 
mission that  public  convenience  and  necessity  require  the  construction, 
operation  and  maintenance  of  the  telephone  plant  and  system  referred 
to  in  said  ordinance  and  that  there  are  no  public  utilities  of  a  like 
character  at  present  operating  within  the  territory  involved  in  this 
proceeding : 

Now,  therefore,  the  Railroad  Commission  of  the  State  of  California 
hereby  declares  that  public  convenience  and  necessity  require,  and  will 
require,  the  exercise  by  The  Pacific  Telephone  and  Telegraph  Company 
of  the  rights  and  privileges  conferred  upon  it  by  ordinance  No.  228, 
passed  on  May  2, 1921,  by  the  board  of  trustees  of  the  city  of  San  Mateo, 
provided  that  neither  applicant,  its  successors  and  assigns,  will  ever 
claim  before  the  Railroad  Commission,  or  any  other  public  body  having 
jurisdiction,  a  value  for  said  franchise  or  privileges  covered  by  said 
ordinance  for  rate  fixing  or  any  other  purpose,  in  excess  of  $225,  the 
amount  actually  paid  to  the  city  of  San  Mateo  as  a  consideration  for 
the  granting  of  said  franchise  and  privileges. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  July, 
1921. 
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Decision  No.  9262. 

BAY   CITIES   SALES   AND  ADVERTISING   COMPANY, 
JOHN   H.    Sl^TCLIFFE, 

VS. 

THE  PACIFIC  TELEPHONE  AND  TELEGRAPH  COMPANY. 


Case  No.  1412. 
Decided  July  23,  1921. 


Telephone  Service — Nonpayment  of  Bills — Refusal  of  Sebvice. — Held  that 
the  fact  of  nonpayment  for  a  prior  service  does  not  justify  the  refusal  of 
future  service  for  which  installation  charges  are  tendered  and  proper  guaran- 
tees are  offered  to  insure  the  payment  of  future  bills. 

By  the  Commission. 

OPINION. 

This  case  arose  out  of  a  dispute  between  the  plaintiff,  who  is 
conducting  an  advertising  business  in  the  city  of  San  Francisco,  and 
the  defendant  telephone  company,  involving  an  alleged  arbitrary  dis- 
continuance of  telephone  service  and  refusal  to  accept  two  subsequent 
applications  for  the  installation  of  telephones  on  plaintiflp's  premises. 

The  same  issues  were  presented  in  a  former  proceeding  between  the 
same  parties.  Case  No.  1228,  in  which  a  hearing  was  had  and  the  matter 
submitted,  but  which  was  dismissed  without  prejudice  because  of  the 
absence  of  plaintiff,  Sutcliffe,  who  entered  the  service  during  the  war. 
A  further  hearing  was  had  in  the  present  proceeding  before  Examiner 
Gordon,  and  it  was  stipulated  that  the  record  of  the  prior  proceeding  be 
deemed  a  part  of  the  record  herein.  Additional  testimony  was  received, 
the  matter  was  submitted  and  is  now  ready  for  decision. 

It  appears  from  the  evidence  herein  that  telephone  service  maintained 
at  plaintiff  ^s  place  of  business  in  San  Francisco  Was  discontinued  on 
April  22,  1918,  because  of  nonpayment  of  bills  for  previous  service. 
Although  there  was  some  conflict  of  testimony  as  to  whether  or  not  the 
amount  due  at  that  time  was  in  dispute,  this  dispute  referred  only  te 
certain  items  of  the  bill  for  service  rendered  during  the  month  imme* 
diately  preceding  the  discontinuance.  Plaintiff  had  not  paid  for  service 
rendered  during  several  months  past,  concerning  which  there  was  no 
dispute.  It  is  apparent,  therefore,  that  under  the  provisions  of  Rule  6 
of  the  Rules  and  Regulations  of  the  defendant  company  this  discon- 
tinuance of  service  was  justified. 

Prior  to  the  discontinuance,  plaintiff's  service  consisted  of  an 
individual  line  measured  service  at  the  primary  rate  of  $19.57  per 
month,  entitling  the  subscriber  to  1100  calls,  and  to  additional  calls  at 
the  rate  of  1^  cents  per  message.  In  addition  to  this  there  was  auxiliary 
line  service  for  which  was  charged  the  primary  rate  of  $5  per  month 
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for  each  auxiliary  line,  entitling  the  subscriber  to  80  calls  and  to 
additional  calls  at  the  rate  of  1^  cents  each. 

The  purpose  of  the  auxiliary  line  was  to  enable  the  subscriber  to 
greatly  increase  the  capacity  of  his  telephone  service  which  was  an 
important  feature  in  plaintiff's  business  of  conducting  advertising 
campaigns  by  telephone.  There  were  wide  fluctuations  in  the  number 
of  auxiliary  lines  used  by  plaintiff,  varying  from  5  to  as  high  as  69, 
dependent  upon  the  prosperity  of  the  advertising  business. 

The  same  day  that  the  above  described  service  was  discontinued 
plaintiff  made  application  for  an  individual  business  measured  service 
to  be  installed  in  an  adjoining  room  to  that  in  which  the  discontinued 
service  had  been  maintained.  Two  days  later  plaintiff  made  application 
for  a  residence  service  to  be  installed  in  room  440  of  the  Terminal  Hotel 
in  San  Francisco  which,  at  that  time,  was  occupied  by  plaintiff, 
Sutciiffe.  In  both  instances  there  was  tendered  the  required  advance 
payment  of  $3.50  as  a  service  connection  charge  and  a  cash  guarantee 
deposit  of  $5  to  insure  the  payment  of  monthly  bills,  as  required  for  this 
particular  kind  of  service  by  the  rules  and  regulations  of  the  company 
adopted  pursuant  to  the  Commission's  order  in  Decision  No.  2879, 
rendered  on  November  5,  1915.  The  company  refused  to  accept  the 
applications  or  to  install  the  service,  and  it  is  of  this  refusal  that 
complaint  is  made. 

The  telephone  company,  in  its  answer,  assigned  as  a  reason  for  refusal 
that  plaintiff  had  failed  to  pay  for  past  service  and  that  the  new  appli- 
cations were  made  in  an  attempt  to  reestablish  service  which  had  been 
discontinued  because  of  such  delinquency.  This  position  is  not  wholly 
tenable.  The  fact  of  nonpayment  for  a  prior  service  does  not  justify 
the  refusal  of  future  service  for  which  installation  charges  are  tendered 
and  proper  guarantees  are  offered  to  insure  the  payment  of  future  bills. 
It  is  clear,  therefore,  that  the  company  should  accept  plaintiff's  applica- 
tion for  new  service,  but  in  so  doing  is  entitled  to  require  a  guarantee 
sufficient  to  insjire  the  payment  of  future  bills  to  be  incurred  under  such 
service.  The  question  therefore  resolves  itself  into  what  is  the  proper 
guarantee  for  the  service  in  question. 

The  defendant  company  contended  and  submitted  evidence  showing 
that  plaintiff's  prior  use  of  the  telephone  service  for  advertising 
campaigns — involving  as  it  did  wide  fluctuations  in  the  number  of 
auxiliary  lines  installed  and  the  number  of  local  messages  handled  per 
day — placed  an  unusual  burden  upon  the  facilities  of  the  company  and 
was  not  the  character  of  service  contemplated  by  the  company's  rules 
and  regulations.  It  also  appears  that  the  service  for  which  application 
was  refused  by  defendant  immediately  after  the  discontinuance  of 
service  was  intended  to  be  used  by  plaintiff  for  the  carrying  on  of  the 
same  kind  of  business.    Under  such  circumstances  it  is  proper  that  the 
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guarantee  which  could  be  required  by  defendant  to  insure  the  payment 
of  future  bills  should  be  more  than  the  amount  of  $5  ordinarily  required 
for  the  measured  business  service  or  residence  serrice  for  which  appli- 
cation Was  nominally  made.  The  provisions  of  Rule  3  of  defendant '9 
rtiles  and  regulations  on  file  with  the  Commission  are  applicable.  Stwh 
rule  provides  in  eflfect  that  subscribers  who  have  initially  established 
their  credit  and  later  fail  to  pay  their  bills  shall  be  required  to  make  a 
cash  deposit  to  guarantee  the  payment  of  charges,  the  amount  of  su<».h 
guarantee  being  limited  to  twice  the  average  monthly  bill  of  the 
subscriber,  based  upon  two  months  preceding  the  month  in  which 
impairment  occurs.  The  evidence  shows  that  the  plaintiff  had  been  a 
subscriber  continuously  since  January  1, 1915.  The  average  of  monthly 
bills  over  a  period  of  forty  months  was  approximately  $140  per  m(Hith. 
For  the  two  months  immediately  preceding  the  discontinuance  of  service, 
the  average  monthly  bill  was  $89.81.  Therefore,  under  Rule  3  above 
referred  to,  the  amount  of  cash  guarantee  which  defendant  should  be 
permitted  to  require  for  the  reestablishment  of  service  by  plaintiff  is 
$179.62.  Such  guarantee  of  course  applies  only  to  the  particular 
character  of  service  here  under  discussion,  which  the  evidence  shows  to 
be  unique  and  not  comparable  with  the  ordinary  service  contemplated 
by  the  defendant's  filed  schedules  and  rules  and  regulations.  Any  bona 
fide  application  by  plaintiff  for  the  ordinary  service  of  any  of  the  dasses 
d^ignated  in  defendant's  schedules  should  be  accoi^ed  the  same 
consideration  as  that  which  defendant  is  required  to  give  to  any  member 
of  the  public. 

ORDER. 

Complaint  having  been  made  herein  for  alleged  failure  of  the 
defendant  to  receive  application  for  telephone  service  and  to  render  such 
service;  and  hearing  having  been  had  thereon  and  evidence  received 
and  the  matter  submitted,  and  being  now  ready  for  decision ; 

It  is  hereby  ordered: 

1.  The  defendant  herein.  The  Pacific  Telephone  and  Telegraph 
Company,  is  hereby  directed  to  receive  the  application  or  applications 
of  plaintiff  for  telephone  service  and  to  render  service  in  accordance 
therewith,  pursuant  to  the  provisions  of  law  and  the  orders  of  this 
Commission  and  the  schedules  and  rules  and  regulations  of  said 
defendant  on  file  with  this  Commission. 

2.  The  said  defendant,  in  accepting  any  application  of  plaintiff  for 
telephone  service  of  the  character  heretofore  furnished  by  defendant 
to  plaintiff,  namely  a  service  for  use  in  conducting  advertising  cam- 
paigns by  telephone,  shall  be  entitled  to  require  from  plaintiff,  as  a 
guarantee  for  the  payment  of  future  bills,  a  cash  deposit  of  $179,  to  be 
held  and  disposed  of  by  defendant  in  accordance  with  its  rules  and 
regulations  relating  to  such  deposits. 
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3.  In  event  that  application  shall  be  made  by  plaintiff  and  accepted 
by  defendant  and  service  installed  thereunder,  in  accordance  with 
defendant's  schedules  and  rules  and  reflations  and  for  a  purpose  other 
than  th^;t  of  conducting  advertising  campaigns  by  telephone,  a|id  such 
sendee  shfjl  be  t)iereafter  used  by  plaintiff  for  said  purpose  of  con- 
ducting advertising  campaigps  by  telephone,  said  defendant  shall  be 
entitled  to  require  of  the  plaintiff,  in  addition  to  any  guarantee 
furnished  at  the  time  of  installation  of  such  service,  such  additional 
amount  ^»  may  be  necessary  to  aggregate  the  sum  of  $179  as  total  cash 
guarantee  furnished  by  plaintiff  to  defendant  to  insure  the  payment  of 
all  charges  for  service. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  July, 
1921. 


Decision  No.  9263. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  DELTA  WAREHOUSE  COM- 
PANY FOH  AN  ORDER  AUTHORIZING  THE  ISSUE  OF  STOCK. 


Application  No.  6829. 
Decided  July  23,  1921. 


PuBi^ic  Utility  Stock  I&suc. — Held  that  stock  issued  by  a  public  utility  without 
an  order  by  the  Railroad  Commission  is  void,  notwithstanding  authority  to 
issue  same  by  the  Oommissioner  of  Corporations. 

Houghton  and  Houghton,  by  Edward  T,  Houghton,  for  Applicant. 

Martin,  Commi»9ioner. 

OPINION. 

Delta  Warehouse  Company  asks  permission  to  issue  $155,700  par 
value  of  common  stock  and  to  assume  the  payment  of  $140,600  of 
indebtedness  in  exchange  for  certain  properties. 

Delta  Warehouse  Company  was  orgranized  in  July,  1920,  with  an 
authorized  capital  stock  of  $300,000,  divided  into  3000  shares  of  the  par 
value  of  $100  each.  The  company  was  organized  for  the  purpose, 
among  others,  of  engaging  in  a  general  grain  and  warehouse  business 
and  to  acquire  properties  both  real  and  personal  suitable  for  and  adapted 
to  the  conduct  of  such  business  in  its  various  branches.  It  appears  from 
the  record  that  the  Prank  A.  Guernsey  Grain  Company  and  W.  D.  Shel- 
don and  Company  have  offered  to  sell  to  applicant  fifty  acres  of  land 
in  exchange  for  $25,000  of  stock  and  the  assumption  of  a  $35,000 
indebtedness.  The  Girvin  Warehouse  Company  has  offered  to  sell  to 
applicant  in  exchange  for  $25,000  of  stock  and  the  assumption  of  $40,600 
of  indebtedness  two  parcels  of  land,  more  particularly  described  in 
exhibits  filed  ipth  tl^e  application.  Prank  A.  Guernsey,  J.  W.  Schuler, 
Philip  O'Connell,  H.  J.  Mann,  V.  J.  Sheldon,  A.  J.  Ames  ^nd  C.  Leven- 
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salor  have  offered  to  sell  to  applicant  in  exchange  for  $25,000  of  stock 
and  the  assumption  of  a  $45,000  indebtedness,  certain  real  property 
in  the  city  of  Stockton  and  a  warehouse  building  located  thereon. 
FTiilip  O'Connell  and  J.  W.  Schuler,  acting  as  trustees  for  Prank  A. 
Guernsey,  J.  W.  Schuler,  Philip  O'Connell,  H.  J.  Mann,  W.  G.  Sheldon, 
A.  J.  Ames  and  C.  Levensaler,  have  offered  to  sell  to  applicant  in 
exchange  for  $80,000  of  stock  and  the  assumption  of  a  $20,000  indebted- 
ness, certain  real  property  located  in  the  city  of  Stockton  and  a  ware- 
house constructed  thereon.  Detailed  description  of  the  properties, 
which  have  been  offered  to  applicant  for  the  considerations  mentioned, 
are  filed  in  this  proceeding.  Th^re  is  also  filed  in  this  proceeding  an 
appraisal  of  the  properties  by  George  W.  Leistner  and  P.  J.  Dietrich. 
The  testimony  shows  that  neither  of  the  appraisers  are  interested  in  the 
Delta  Warehouse  Company,  or  in  any  of  the  property  described  in  the 
application  and  that  they  have  appraised  the  properties  which  applicant 
intends  to  acquire  at  $360,000. 

It  appears  from  a  statement  made  by  counsel  for  applicant  that  the 
purpose  of  this  application  is  to  consolidate  under  one  ownership  four 
different  parcels  of  properties,  in  which  J.  W.  Schuler,  A.  J.  Ames, 
H.  J.  Mann,  Frank  A.  Guernsey,  Philip  O'Connell,  W.  J.  Sheldon  and 
C.  Levensaler  are  interested.  It  is  believed  that  by  the  consolidation  of 
the  properties  under  one  ownership,  they  can  be  more  economically 
managed  and  operated.  The  record  shows  that  approximately  $89,000 
of  stock  will  be  issued  for  the  purpose  of  acquiring  warehouse  prop- 
erties, the  remainder  of  the  stock  being  issued  to  acquire  properties 
not  now  used  or  useful  in  public  utility  operations.  *  Inasmuch  as  a 
large  part  of  the  stock  covered  by  this  application  will  be  issued  to 
acquire  nonpublic  utility  properties,  applicant  will  be  required  to  file 
with  the  Commission  a  stipulation  agreeing  that  it  will  not  ask  and  will 
not  urge  the  Commission  to  include  in  a  rate  base  such  properties  as  it 
may  purchase  through  the  issue  of  stock  herein  authorized,  but  not  used 
for  public  utility  purposes. 

The  record  shows  that  none  of  the  stock  which  applicant  asks 
permission  to  issue  will  be  sold  to  the  public  generally,  but  all  of  it  will 
be  issued  to  the  parties  mentioned  in  the  application  and  that  these 
parties  stand  ready  to  purchase  additional  stock  in  the  event  that 
applicant's  operations  should  require  the  issue  and  sale  of  more  stock. 

Applicant  has  heretofore  filed  with  the  Commissioner  of  Corporations 
an  application  for  permission  to  issue  stock  in  the  same  amount  as 
covered  by  this  application.  The  Commissioner  of  Corporations  has 
granted  the  Delta  Warehouse  Company  permission  to  issue  such  stock. 
Through  an  inadvertence  or  misunderstanding,  the  company  did  not 
until  recently  file  an  application  with  this  Commission.  It  occurs  to  na 
that  any  stock  issued  by  the  Delta  Warehouse  Company  without  an 
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order  from  this  Commission  is  void,  and  we  therefore  suggest  that 
applicant  cancel  the  stock  certificates  heretofore  issued  and  issue  new 
certificates  in  lieu  thereof  as  herein  permitted. 

Applicant  has  accepted  the  various  offers  made  to  it  for  the  purchase 
of  properties  and  has  agreed  to  assume  the  payment  of  indebtedness 
amounting  to  $140,600.  Inasmuch  as  this  indebtedness  constitutes  a 
lien  upon  properties  which  applicant  is  acquiring,  we  believe  that  the 
assumption  of  the  indebtedness  should  be  authorized  by  this  Commis- 
sion and  that  applicant  should  file  with  the  Commission  a  copy  of  each 
and  every  mortgage  securing  the  payment  of  indebtedness  which  it 
intends  to  assume. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Delta  Warehouse  Company  having  applied  to  the  Railroad  Com- 
mission for  permission  to  issue  $155,700  of  common  stock  and  assume 
$140,600  of  indebtedness,  a  public  hearing  having  been  held  and  the 
Commission  being  of  the  opinion  that  applicant's  request  should  be 
granted; 

It  is  hereby  ordered,  that  Delta  Warehouse  Company  be  and  it  is 
hereby  authorized  to  issue  1557  shares  ($155,700)  of  common  stock  and 
assume  the  payment  of  $140,600  of  indebtedness  referred  to  in  this 
application. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  Of  the  stock  herein  authorized  to  be  issued,  seven  (7)  shares  shall 
be  sold  to  applicant's  incorporators  at  par,  for  cash,  and  the  proceeds 
used  for  working  capital.  Of  the  remaining  stock  125  shares  shall  be 
issued  to  the  Frank  A.  Guernsey  Warehouse  Company,  125  shares  to 
W.  D.  Sheldon  and  Company,  250  shares  to  Girvin  Warehouse  Com- 
pany, 210  shares  to  Prank  A.  Guernsey,  140  shares  to  J.  W.  Schuler, 
140  shares  to  Philip  O'Connell,  35  shares  to  H.  J.  Mann,  196f  shares 
to  W.  D.  Sheldon,  196J  shares  to  A.  J.  Ames  and  131J  shares  to 
C.  Levensaler — all  in  exchange  for  the  properties  referred  to  and 
described  in  this  application. 

2.  The  authority  herein  granted  will  not  become  effective  until  Delta 
Warehouse  Company  has  filed  with  the  Railroad  Commission  a  stipula- 
tion duly  authorized  by  its  board  of  directors  declaring  that  Delta 
Warehouse  Company,  its  successors  and  assigns,  will  never  urge  the 
Railroad  Commission,  or  other  body  having  jurisdiction,  to  include  in 
a  rate  base  the  cost  of  property  not  used  or  useful  in  applicant's  ware- 
house business  acquired  through  the  issue  of  stock  and  the  assumption 
of  indebtedness  herein  authorized,  and  the  Commission  having  by 
supplemental  order  declared  that  such  stipulation,  satisfactory  in  form, 
has  been  filed  with  the  Commission. 
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3.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act 

4.  Delta  Warehouse  Company  shall  keep  such  record  of  the  issue  and 
sale  of  the  stock  herein  authorized  and  of  the  disposition  of  the  proceeds 
as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day  of  each  month, 
a  verified  report  as  required  by  the  Railroad  Commission's  General 
Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of  this 
wder. 

5.  The  authority  herein  granted  will  apply  only  to  such  stock  as  may 
be  issued,  sold  and  delivered,  and  to  such  indebtedness  as  may  be 
assumed,  on  or  before  October  1,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  July, 

mi. 


Decision  No.  9271. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  CALlB^ORNIA 
GAS  COMPANY  FOR  AN  ORDER  AITTHORIZING  THE  ISSUANCE 
OF  CERTAIN  PROMISSORY  NOTES. 


Application  No.  6981. 
Decided  July  27, 1921. 


A,  E,  Peat,  for  Applicant. 

Lqveland,  Commi99ioiwr, 

OPINION. 

Southern  California  Gas  Company  in  this  application  asks  permission 
to  issue  $80,000  of  promissory  notes  bearing  interest  at  not  exceeding 
7  per  cent  per  annum. 

The  petition  shows  that  applicant  on  June  28,  1921,  entered  into  a 
contract  with  Mosbacher  Leasehold  Company  for  the  purchase  of  a 
seven-story  concrete  building  located  at  946  South  Broadway,  Los 
Angles.  The  contract,  a  copy  of  which  is  attached  to  the  petition  and 
marked  **  Exhibit  B,"  shows  that  applicant  has  agreed  to  pay  $100,000 
for  the  building,  of  which  $20,000  will  be  paid  in  cash  and  $80,000  in 
promissory  notes  bearing  interest  at  7  per  cent  per  annum  and  maturing 
as  follows : 

On*  year  after  date :. $15,000  00 

Two  years  after  date ^ 15,000  00 

Three  years  after  date 15,000  00 

Four  years  after  date — _L— 15,000  00 

Five  years  atfer  date 10,000  00 

Six  years  after  date 10,(000  00 
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A.  E.  Peat,  applicant's  comptreiller,  testified  that  he  believes  $100,000 
to  be  a  fair  and  reasonable  price  to  be  paid  for  this  property.  His 
belief  is  based  on  appraisals  made  by  independent  real  estate  buyers, 
who  have  estimated  this  amount  to  be  a  reasonable  value. 

Applicant  proposes  to  use  the  building  for  an  office  building.  The 
testimony  of  A.  E.  Peat  shows  that  material  saving  should  be  effected 
as  a  result  of  its  use  for  this  purpose. 

I  believe  the  application  should  be  granted,  and  herewith  submit  the 
following  form  of  order : 

ORDER. 

Southern  California  Gas  Company  having  applied  to  the  Railroad 
Commission  for  permission  to  issue  notes,  a  public  hearing  having  been 
held,  and  the  Railroad  Commission  being  of  the  opinion  that  the  money, 
property  or  labor  to  be  procured  or  paid  for  by  such  issue  is  reasonably 
required  for  the  purpose  specified  herein,  and  that  the  expenditures  for 
such  purpose  al*e  not  in  whole  or  in  part  reasonably  chargeable  to 
operating  expense  or  to  income ; 

It  is  hereby  ordered,  that  Southern  California  Qas  Company  be  and 
it  is  hereby  authorized  to  issue  at  face  value  on  or  before  December  31, 
1921,  $80,000  of  its  promissory  notes  for  the  purpose  of  paying  in  part 
the  ptirehase  price  of  the  building  to  which  reference  is  made  in  this 
application. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows! 

1.  The  notes  herein  authorized  to  be  issued  shall  bear  interest  at  not 
exceeding  7  per  cent  per  annum,  and  shall  mature  at  the  times  and  i« 
the  amoufits  specified  in  the  opinion  which  precedes  this  order. 

2.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

3.  Sodthern  California  Qas  Company  shall  keep  such  record  of  the 
issue  and  disposition  of  the  notes  herein  authorized  as  ¥dll  enable  it  to 
file,  oil  or  before  the  twenty-fifth  day  of  each  month,  a  verified  report 
as  required  1^  the  Railroad  Commission's  General  Order  No.  24,  which 
ordei*)  In  ad  far  as  applicable,  is  made  a  part  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  t&e  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  8an  Pwmcisco,  California,  this  twenty-seventh  day  of  July, 
1921. 
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Decision  No.  9272. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  CALIFORNIA 
EDISON  COMPANY,  A  CORPORATION.  FOR  AUTHORITY  TO  ISSUE 
AND  SELL  BONDS  OF  THE  FACE  VALUE  OF  SIX  MILLION 
DOLLARS. 


Application  No.  7035. 
Decided  July  27,  1921. 


Roy  V,  Reppy,  for  Applicant. 

Bbundige,  Commissioner, 

OPINION. 

Southern  California  Edison  Company  asks  permission  to  issue  and  sell 
$6,000,000  face  value  of  general  and  refunding  mortgage  6  per  cent 
twenty-five  year  gold  bonds  of  the  series  of  1919.  The  company  pro- 
poses to  use  $15,000  of  such  bonds  for  the  purpose  of  refunding  $15,000 
of  United  Electric  Gas  and  Power  Company  bonds  that  matured 
December  1, 1920,  and  to  use  the  proceeds  from  the  remaining  $5,985,000 
of  bonds  to  reimburse  its  treasury  on  account  of  uncapitalized  con- 
struction expenditures  made  since  December  1,  1920,  and  prior  to 
June  30, 1921. 

Applicant  is  engaged  in  the  construction  of  extensive  hydroelectric 
plants  on  the  Kern  River  and  Big  CreeK.  The  record  shows  that 
recently  applicant  has  completed  its  Big  Creek  No.  2  and  its  Kern  No.  3 
projects  and  that  the  Big  Creek  No.  8  unit  should  be  completed  by 
August  1, 1921.  These  three  units  have  an  aggregate  capacity  of  92,000 
horsepower.  In  addition,  applicant  reports  that  it  has  made  extensive 
construction  expenditures  on  its  Florence  Lake  tunnel  and  its  Shaver 
Lake  project. 

By  Decision  No.  8579,  dated  January  24,  1921,  and  No.  8999,  dated 
May  21,  1921,  applicant  was  authorized  to  use  $6,099,260.69  of  the 
proceeds  obtained  from  the  sale  of  common  stock  to  finance  in  part 
construction  expenditures  made  prior  to  December  1, 1920.  In  Exhibit 
**2"  filed  in  the  above  entitled  matter,  petitioner  reports  that  it  has 
made  capital  expenditures  from  December  1,  1920,  to  June  30,  1921,  of 
$7,553,656.40.  Of  this  amount,  $920,000  has  been  paid  by  proceeds 
realized  from  the  sale  of  stock,  leaving  capital  expenditures  of 
$6,633,656.40  which  have  not  been  paid  by  the  issue  of  securities. 

Applicant  proposes  to  sell  the  bonds,  for  which  application  is  herein 
made,  at  not  less  than  81  per  cent  of  face  value,  plus  accrued  interest; 
A.  N.  Kemp,  applicant's  vice  president,  testifying  that  arrangement  had 
been  made  to  sell  the  entire  amount  at  that  price.  It  proposes  to  use 
the  $4,847,850  received  from  the  sale  of  $5,985,000  of  bonds  to  finance, 
in  part,  the  reported  expenditures  of  $6,633,656.40,  leaving  a  balance 
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of  $1,785,806.40  of  expenditures  to  be  paid  by  proceeds  from  the  sale  of 
common  stock. 

By  Decision  No.  9122,  dated  June  21, 1921,  the  Commission  authorized 
applicant  to  expend  $5,058,860.56  of  the  proceeds  from  the  sale  of  the 
common  stock  authorized  to  be  issued  by  decisions  in  Applications 
Nos.  2743,  4790,  5312  and  6426,  to  finance  construction  expenditures 
made  subsequent  to  December  1,  1920.  As  stated  above,  the  company 
has  used  only  $920,000  of  such  stock  proceeds  to  pay  these  construction 
expenditures. 

Applicant  now  reports  that  it  has  adjusted  its  plans  and  desires  to 
finance  the  reported  expenditures  of  $7,553,656.40,  made  since 
December  1,  1920,  by  $4,847,850  obtained  from  the  sale  of  bonds  and 
$2,705,806.40  obtained  from  the  sale  of  stock. 

A  supplemental  order  will  be  made  modifying  Decision  No.  9122,  to 
permit  applicant  to  expend  only  $2,705,806.40  of  the  proceeds  from  the 
sale  of  stock,  instead  of  the  $5,058,860.56  heretofore  authorized  in  said 
Decision  No.  9122,  to  finance,  in  part,  construction  expenditures  made 
subsequent  to  December  1, 1920,  and  prior  to  June  30, 1921. 

I  herewith  submit  the  following  order : 

ORDER. 

Southern  California  Edison  Company  having  applied  to  the  Railroad 
Commission  for  permission  to  issue  and  sell  $6,000,000  face  value  of  its 
general  and  refunding  mortgage  bonds,  a  public  hearing  having  been 
held,  and  it  appearing  to  the  Railroad  Commission  that  the  money, 
property  or  labor  to  be  procured  or  paid  for  by  such  issue  is  reasonably 
required  for  the  purpose  or  purposes  specified  in  this  order  and  that  the 
expenditures  for  such  purpose  or  purposes  are  not  in  whole  or  in  part 
reasonably  chargeable  to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  Southern  California  Edison  Company  be 
and  it  is  hereby  authorized  to  issue  and  sell  at  not  less  than  81  per  cant 
of  face  value,  plus  accrued  interest,  $6,000,000  face  value  of  its  goneral 
and  refunding  mortgage  6  per  cent  twenty-five-year  gold  bonds  of  the 
series  of  1919. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  Fifteen  thousand  dollars  of  the  bonds  herein  authorized  shall  be 
issued  for  the  purpose  of  refunding  the  $15,000  of  United  Electric  Gas 
and  Power  Company  bonds  that  have  heretofore  matured. 

2.  The  proceeds  from  the  remaining  $5,985,000  of  bonds  shall  be  used 
by  applicant  to  finance  in  part  the  cost  of  the  extensions,  additions  and 
betterments  made  subsequent  to  December  1, 1920,  and  prior  to  June  30, 
1921,  and  referred  to  in  this  application. 
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3.  The  authority  herein  granted  shall  not  become  efifeetive  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

4.  Southern  California  Edison  Company  shall  keep  such  record  of 
the  issue,  disposition  and  sale  of  the  bonds  herein  authorized  and  of  the 
use  of  the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth 
day  of  each  month  a  verified  report,  as  required  by  the  Railroad  Com- 
mission's  General  Order  No.  24,  which  order,  in  so  far  as  applicable, 
is  made  a  part  of  this  order. 

5.  The  authority  herein  granted  will  apply  only  to  such  bonds  as  may 
be  issued  and  sold  on  or  before  March  31,  1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of  July, 
1921. 


Decision  No.  9273. 


IN  THE  MATTER  OF  THE  APPLICATION  OP  ONTARIO  POWER  COM- 
PANY, FOR  AN  ORDER  AUTHORIZING  THE  ISSUE  OF  SEVEN 
PER  CENl^  PREFERRED  STOCK. 


Application  No.  6973. 
Decided  July  27,  1921. 


Glenn  b,  Hmith,  for  Applicant. 

LovEi*AND,  Commissioner. 

OPINION. 

Ontario  Power  Company,  in  this  application,  asks  permission  to  issue 
and  sell  at  not  less  than  par,  $30,000  of  its  7  per  cent  cumulative 
preferred  stock. 

The  company  was  organized  on  or  about  October  29,  1901,  and  is  at 
present  engaged  in  the  manufacture  and  distribution  of  electric  energy 
in  and  about  Ontario  and  Upland,  San  Bernardino  County.  On  June  1, 
1921,  it  reported  outstanding,  $380,000  of  common  stock,  $162,000  of 
preferred  stock,  $280,000  of  first  mortgage  bonds,  $78,000  of  serial  gold 
notes  and  $20,000  of  short  term  notes. 
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Applicant's   annual  reports  filed   with   the   Commission   show   its 
revenues  and  expenses  for  the  years  ending  December  31  as  follows : 


lum 

1918 

1919 

1920 

Operating  revenues ■ 

$132,186  10 
79.049  14 

$159,360  52 
112,942  06 

$2H277  04 

Operating  expenses — 

124,599  54 

Net  operating  revenues 

$53.186  96 
1.127  26 

$46,418  46 
1,271  01 

$79,677  50 

Nonoperating  revenues 

1.726  61 

Gross  corporate  incomie 

$54.264  22 

$478  07 

14.596  20 

215  23 

$47,669  47 

$18  06 

15,978  34 

233  34 

$81,404  11 

Deductions: 
Uncollectible  bills 

$281  40 

Interest  on  funded  debt    .. 

19,670  00 

Miscellaneous 

633  51 

Total  deductions 

$15,289  50 

$16,229  74 

$20.5^  91 

Profit  ior  year - 

$38^974  72 

$81,469  73 

$60*819  20 

The  company  reported  corporate  surplus  of  $77,762^2  on  December 
31,  1918;  of  $108,875.52  on  December  31,  1919;  and  of  $141,337.05  on 
December  31,  1920.  Applicant  reports  that  it  has  expended  from 
income  for  capital  purposes  from  March  10,  1921,  to  June  28,  1921,  the 
sum  of  $30,853.57,  which  has  not  been  reimbursed  by  the  issue  of  stock 
or  bonds.    This  amount  is  summarized  as  follows: 

Line  materials  and  supplies ^7,707  SO 

Pole  line  material 944  53 

Pole  line  labor I.?!.!  15 

Transformers   17,190  49 

Meters  3,205  54 

Details  of  these  expenditures  are  reported  in  Exhibit  *' A,"  a  copy  of 
which  is  attached  to  the  petition. 

The  company  asks  permission  to  use  the  proceeds  from  the  sale  of 
$30,000  of  stock  to  pay  short  term  notes  aggregating  $20,000  and  to 
reimbarse  its  treasury  for  its  reported  expenditures.  The  record  shows 
that  the  $20,000  obtained  through  the  issue  of  the  short  term  notes 
was  used  to  pay  part  of  the  cost  of  constructing  the  additions  and 
betterments  referred  to  herein. 

I  believe  the  application  should  be  granted,  and  herewith  submit 
the  f oIlo¥ring  form  of  order : 

ORDER. 

Ontario  Power  Company  having  applied  to  the  Railroad  Commission 
for  permission  to  iasue  $30,000  of  its  7  per  cent  cumulative  preferred 
stock,  a  public  hearing  having  been  held  and  the  Railroad  Commission 
being  of  the  opinion  that  the  money,  property  or  labor  to  be  procured 
or  paid  for  by  such  issue  is  reasonably  required  for  the  purpose  or 
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purposes  specified  in  this  order,  and  that  the  expenditures  for  such 
purpose  or  purposes  are  not  in  whole  or  in  part  reasonably  chargeable 
to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  Ontario  Power  Company  be  and  it  is  hereby 
authorized  to  issue  and  sell  on  or  before  June  30,  1922,  at  not  less  than 
par,  $30,000  of  its  7  per  cent  cumulative  preferred  stock  and  to  use  the 
proceeds  obtained  from  the  sale  of  such  stock  to  pay  the  $20,000  of  notes 
referred  to  in  the  petition  herein,  and  to  reimburse  its  treasury  for  the 
construction  of  the  extensions,  additions  and  betterments  referred  to  in 
the  foregoing  opinion  and  in  this  petition,  provided  that  Ontario  Power 
Company  keep  such  record  of  the  issue  and  sale  of  the  stock  herein 
authorized  and  of  the  disposition  of  the  proceeds  as  will  enable  it  to 
file,  on  or  before  the  twenty-fifth  day  of  each  month,  a  verified  report 
as  required  by  the  Railroad  Commission's  General  Order  No.  24,  which 
order,  in  so  far  as  applicable,  is  made  a  part  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of  July, 
1921. 


Decision  No.  9274. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  ONTARIO  POWER  COM- 
PANY FOR  AN  ORDER  AUTHORIZING  THE  ISSUE  OF  SEVEN  PER 
CENT   SECURED  NOTES. 


Application  No.  7024. 
Decided  July  27,  1921. 


Glenn  D.  Hmith,  for  Applicant. 

LovELAND,  Commissioner. 

OPINION. 

In  this  application,  as  amended  at  the  hearing,  Ontario  Power 
Company  asks  permission  to  execute  a  deed  of  trust  securing  an  author- 
ized issue  of  $60,000  of  7  per  cent  notes,  and  to  issue  at  this  time,  $15,500 
of  such  notes  at  par. 

The  company  proposes  to  use  the  $15,500  to  be  received  from  the 

issue  of  the  notes  to  pay  the  purchase  price  of  certain  properties 

described  in  the  petition  as  follows : 

Lot  5,  block  4.  and  lots  1,  2  and  18,  block  20,  San  Antonio  Heights  tract 
(Ontario,  ralifomia)  :  the  steel  pipe  line  from  the  north  part  of  lot  8.  block  3(», 
to  the  south  line  of  lot  1.  block  20,  San  Antonio  Heights  tract,  and  the  power 
rights   formerly   owned   by   Pacific   Electric  Company. 

It  is  the  intention  of  Ontario  Power  Company  hereafter  to  extend 
its  pressure  line  from  lot  1,  block  20,  to  lot  5,  block  4,  and  to  construct 
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on  lot  5,  a  remote  control  power  house.  These  proposed  extensions  are 
reported  to  be  necessary  to  adequately  take  care  of  business  needs. 

The  steel  pipe  to  be  purchased  consists  of  1609  feet  of  22-inch  steel 
pipe,  together  with  concrete  water  boxes.  This  pipe  was  formerly 
used  by  Pacific  Electric  Company,  but  is  not  at  present  in  service. 
The  record  shows  that  the  pipe  is  in  good  condition  and  can  be 
advantageously  used  by  applicant. 

The  power  rights  consist  of  the  right  to  take  420  miner's  inches  of 
water  from  San  Antonio  Creek  during  the  months  of  January,  February 
and  March  and  not  exceeding  700  miner's  inches  during  the  remaining 
nine  months  of  the  year.  These  power  rights  are  not  at  present  utilized 
for  public  utility  or  other  purposes. 

Glenn  D.  Smith,  applicant's  general  manager,  testified  that  he 
believed  $15,500  to  be  a  fair  and  reasonable  price  to  pay  for  these 
properties,  his  belief  being  based  on  investigations  and  inquiries  made 
by  him. 

Under  the  deed  of  trust  which  it  is  proposed  to  execute  to 
J.  P.  Fredendall,  trustee,  applicant  may  from  time  to  time  issue 
$60,000  of  serial  notes  bearing  interest  at  not  exceeding  7  per  cent 
per  annum  and  maturing  in  equal  annual  installments  of  $4,000  per 
annum  on  October  1  of  each  of  the  years  1922  to  1936,  inclusive.  The 
notes  may  be  redeemed  by  the  company  on  any  interest  payment  date 
before  maturity  at  101  and  accrued  interest.  The  deed  of  trust  is  a 
first  lien  on  the  properties  it  is  now  proposed  to  purchase.  A  copy  of 
the  deed  of  trust  is  attached  to  the  petition. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Ontario  Power  Company  having  applied  to  the  Railroad  Commission 
for  permission  to  execute  a  deed  of  trust  and  to  issue  notes,  a  public 
hearing  having  been  held,  and  the  Railroad  Commission  being  of  the 
opinion  that  the  money,  property  or  labor  to  be  procured  or  paid  for 
by  such  issue  is  reasonably  required  for  the  purpose  or  purposes 
specified  herein  and  that  the  expenditures  for  such  purpose  or  purposes 
are  not  in  whole  or  in  part  reasonably  chargeable  to  operating 
expenses  or  to  income ; 

It  is  hereby  ordered,  that  Ontario  Power  Company  be  and  it  is  hereby 
authorized  to  execute  a  deed  of  trust  substantially  in  the  same  form  as 
that  attached  to  the  petition  herein ; 

Provided,  that  the  approval  herein  given  to  execute  said  deed  of  trust 
is  for  the  purpose  of  this  proceeding  only  and  is  an  approval  in  so  far 
as  the  Railroad  Commission  has  jurisdiction  under  the  terms  of  the 
Public  Utilities  Act  and  is  not  intended  as  an  approval  as  to  such  other 
legal  requirements  to  which  said  deed  of  trust  may  be  subject. 
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It  is  hereby  further  ordered,  that  Ontario  Power  Company  be  and  it 
is  hereby  authorized  to  issue  and  sell  at  not  less  than  face  value  $15,500 
of  its  7  per  cent  secured  notes  and  to  use  the  proceeds  from  the  sale 
thereof  to  pay  the  purchase  price  of  the  properties  described  in  the 
foregoing  opinion  and  in  the  application  herein. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  Ontario  Power  Company  shall  keep  such  record  of  the  issue  and 
sale  of  the  notes  herein  authorized  and  of  the  disposition  of  the  proceeds 
as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day  of  each  month 
a  verified  report,  as  required  by  the  Railroad  Commission's  General 
Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of  this 
order. 

2.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

3.  The  authority  herein  granted  will  apply  only  to  such  mortgage  as 
may  be  executed  and  to  such  notes  as  may  be  issued  on  or  before 
December  31,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  as  the  opinion 
and  order  of  the  Railroad  Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of  July, 
1921. 


Decision  No.  9275. 


IX  THE  MATTER  OF  THE  APPLICATION  OF  SAN  JOAQIIN  LIGHT  AND 
POWEU  COUPOHATION  FOR  AUTHORITY  TO  RENEW  CERTAIN 
NOTES. 


Application  No.  6982. 
Decided  July  27,  1921. 


.1.  I'J.  Peat,  for  Applicant. 
Ix)  V  EL  A  N  D,   Com  m  isH  io  n  cr. 


OPINION. 

In  this  application,  as  amended  at  the  hearing,  San  Joaquin  Light 
and  Power  Corporation  asks  permission  to  issue  its  promissory  notes 
in  the  aggregate  face  amount  of  $332,691.31. 
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The  company  proposes  to  issue  jfc296,()fK)  of  the  note^  to  pay  or  refund 
the  following  outstanding  notes : 


Pmyee 


DaU>  of  lut  j   Rate. 
NDOwal       percent 


I    Age, 
months 


Western  Pipe  and  Steel  Company 

First  National  Bank,  Fresno. 

Security   Trust   and   Savings   Banlc. 

Los  Angeles _ _ 

Union    Bank    and    Trust    Company, 

Los  Angeles 

Security   Trust    and   Savings   Bank, 

Los  Angeles 

National  Bank  of  Bakersfield. 

First  Bank  of  Kern,  Bakersfield 

Fidelity  Trust  and  Sav.  Bank,  Fresno 
Fidelity  Trust  and  Sav.  Bank,  Fresno 


I 


4/22/21 
3/25/21 

5/  2/21 

5/  2/21 

6/  9/21 
3/10/21 
e/28/21 
6/  6/21 
6/20/21 


7/22/21 
6/25/21 

8/  1/21 

8/  1/21 

8/  7/21 
9/10/21 
9/28/21 
9/  5/21 
9/19/21 


11 
12 

12 

12 

12 

12 
12 
12 
12 


$20,000  00 
25,000  00 

75v000  00 

50.000  00 

50,000  00 
10,000  00 
16,000  00 
2^000  00 
30,000  00 


A.  E.  Peat,  applicant's  treasurer,  testified  that  the  money  secured 
by  the  issue  of  each  note  was  used  by  applicant  for  the  ac(iuisition 
of  property  and  for  the  construction,  extension  and  improvement  of 
its  facilities  and  services,  and  that  none  of  the  money  was  used  to  pay 
operating  expenses. 

The  record  shows  that  $135,000  of  the  notes  to  be  refunded  were 
issued  pursuant  to  authority  granted  by  the  Railroad  Commission 
in  Decision  No.  7855,  dated  July  10,  1920,  and  that  the  issue  of  the 
remaining  notes,  amounting  to  $161,000  and  representing  indebtedness 
incurred  for  a  period  of  less  than  one  year,  has  not  been  authorized  by 
the  Commission  heretofore. 

At  the  hearing,  applicant  amended  its  application  so  as  to  ask 
permission  to  issue  to  San  Joaquin  Valley  Farm  Lands  Company  or 
order,  its  promissory  note  or  notes  aggreyrating  $36,691.30,  bearing 
interest  at  6  per  cent  per  annum,  dated  March  1,  1921,  and  maturing 
March  1,  1926.  The  record  shows  that  applicant  at  a  cost  of  $146,- 
765.27  has  constructed  a  substation  on  the  property  of  San  Joaquin 
Valley  Farm  Lands  Company,  a  high  voltage  electric  power  trans- 
mission line  of  about  5000  horsepower,  from  its  present  terminus  at  a 
point  about  four  miles  west  of  the  city  of  Fresno  to  the  new  substation, 
and  an  11,000-volt  transmission  line  connecfing  the  new  substation  on 
the  land  of  San  Joaquin  Valley  Farm  Lands  Company,  with  a  pump- 
ing plant  on  the  properties  of  a  certain  irrigation  district  known  as 
the  Tranquillity  Irrigation   District. 

Applicant  also  has  built,  or  has  agreed  to  build,  distributing  lines 
within  Tranquillity  Irrigation  District  and  James  Irrigation  District. 
It  appears  that  the  two  irrigation  districts  have  recently  been  organized 
and  that  they  are  desirous  of  obtaining  power  chiefly  to  operate  pumps 
for  the  production  of  water  for  irrigation  purposes.     San  Joaquin 
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Valley  Farm  Lands  Company  is  the  largest  individual  landowner 
within  these  districts. 

It  appears  that  San  Joaquin  Valley  Farm  Lands  Company  has  made 
advances  to  applicant  for  this  construction  work  and  that  applicant 
proposes  to  pay  up  such  advances  by  the  issue  of  $110,073.96  of  prior 
preferred  stock  at  $98.50  per  share,  and  $36,691.31  of  promissory  notes. 

The  is3ue  of  the  prior  preferred  stock  has  been  authorized  by  the 
Commission  in  Decision  No.  7057  dated  January  26,  1920.  Applicant 
now  asks  permission  to  issue  the  $36,691.31  of  notes.  San  Joaquin 
Valley  Farm  Lands  Company  has  agreed  to  accept  the  notes  and  stock 
in  payment  of  its  advances. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

San  Joaquin  Light  and  Power  Corporation  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  notes,  a  public  hearing 
having  been  held,  and  the  Railroad  Commission  being  of  the  opinion 
that  the  money,  property  or  labor  to  be  procured  or  paid  for  by  such 
issue  is  reasonably  required  for  the  purpose  or  purposes  specified 
herein,  and  that  the  expenditures  for  such  purpose  or  purposes  are  not 
in  whole  or  in  part  reasonably  chargeable  to  operating  expenses  or  to 
income ; 

It  is  hereby  ordered,  that  San  Joaquin  Light  and  Power  Corporation 
be  and  it  is  hereby  authorized  to  issue  at  not  less  than  face  value  on  or 
before  December  31,  1921,  its  promissory  notes  in  the  aggregate  amount 
of  $332,691.31. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  Two  hundred  ninety-six  thousand  dollars  of  the  notes  herein 
authorized  shall  be  issued  for  a  period  of  one  year  for  the  purpose  of 
renewing  \he  notes  referred  to  and  described  in  the  preceding  opinion ; 
such  notegf  shall  be  issued  to  the  same  payees  in  the  same  amounts  as 
the  notes  they  will  give  to  renew,  and  shall  bear  interest  at  not  exceed- 
ing 7  per  cent  per  annum. 

2.  Thirty-six  thousand  six  hundred  ninety-one  dollars  and  thirty  cents 
of  the  notes  herein  authorized  shall  be  issued  to  San  Joaquin  Valley 
Farm  Lands  Company  or  order,  for  the  purpose  specified  in  the  pre- 
ceding opinion.  Such  note  or  notes  shall  bear  interest  at  not  exceed- 
ing 6  per  cent  per  annum,  and  shall  mature  on  or  before  five  years 
after  date  of  issue. 

3.  Applicant,  may,  if  it  so  desires,  issue  the  $296,000  of  notes 
referred  to  in  Condition  **1''  for  a  period  of  less  than  one  year  and 
r«new  such  notes  from  time  to  time,  provided  that  the  combined  term 
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of  the  notes  herein  authorized  and  of  the  notes  iasued  in  renewal,  shall 
not  exceed  one  year  from  the  date  of  the  first  note  issued  under  this 
order. 

4.  The  authority  herein  granted  shall  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

5.  Applicant  shall  keep  such  record  of  the  issue  of  the  notes  herein 
authorized  and  of  the  disposition  of  the  proceeds  as  will  enable  it  to 
file  on  or  before  the  twenty-fifth  day  of  each  month  a  verified  report, 
as  required  by  the  Railroad  Commission's  General  Order  No.  24,  which 
order,  in  so  far  as  applicable,  is  made  a  part  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of 
July,  1921. 


Decision  No.  9276. 


IN   THE   MATTER   OF   THE   APPLICATION    OF   FRESNO    CITY    WATER 
CORPORATION  FOR  AI^THORITY  TO  RENEW  A  CERTAIN  NOTE. 


Application  No.  6980. 
Decided  July  27,  1921. 


A.  E.  Peat,  for  Applicant. 

LovELAND,  Commissioner, 

ORDER. 

Fresno  City  Water  Corporation  having:  applied  to  the  Railroad  Com- 
mission for  permission  to  issue  a  $10,000  promissory  note  in  renewal 
of  a  note  of  like  amount  issued  to  Bank  of  Italy,  Fresno,  pursuant  to 
authority  grranted  in  Decision  No.  8460,  dated  December  20,  1920,  a 
public  hearing  having  been  held,  and  the  Commission  being  of  the 
opinion  that  applicant's  request  should  be  granted;  now,  therefore; 

It  is  hereby  ordered,  that  Fresno  City  Water  Corporation  be  and  it 
is  hereby  authorized  to  issue  its  one-year  promissory  note  in  the  prin- 
cipal amount  of  $10,000  to  Bank  of  Italy,  Fresno,  for  the  purpose  of 
paying  or  refunding  the  note  referred  to  in  this  application. 

The  authority  herein  granted  is  subject  to  the  following  conditions : 

1.  The  note  herein  authorized  to  be  issued  shall  bear  interest  at  not 
exceeding  7  per  cent  per  annum. 

2.  Applicant  may,  if  it  so  desires,  issue  the  note  herein  authorized 
for  a  term  of  less  than  one  year  and  renew  said  note  from  time  to 
time,  provided  that  the  combined  terms  of  the  note  herein  authorized 
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and  those  issued  in  renewal  thereof,  shall  not  exceed  one  year  from 
the  date  of  the  first  note  issued  under  the  authority  herein  granted. 

3.  Applicant  shall  file  with  the  Railroad  Commission  a  statement 
such  as  required  by  the  Railroad  Commission's  General  Order  No.  24, 
which  order,  in  so  far  as  applicable,  is  made  a  part  of  this  order. 

The  foregoing  order  is  hereby  approved  and  ordered  filed  as  the 
opinion  and  order  of  the  Railroad  Commission  of  the  State  of  Cali- 
fornia. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of  July, 
1921. 


Decision  No.  9279. 

IN  THE  MATTER  OF  THE  INVESTIGATION  ON  THE  COMMISSION'S 
OWN  MOTION  OF  THE  NECESSITY  FOR  ADDITIONS,  EXTENSIONS. 
IMPROVEMENTS  TO,  OR  CHANGES  IN,  THE  EXISTING  PLANT. 
EQUIPMENT  AND  FACILITIES  OF  THE  LAKE  IIEMBT  WATER 
COMPANY   TO    SECURE   ADEQUATE    SERVICE. 


Case  No.  1595. 
Decided  July  27,  1921. 


Wateb  TTtility — Service — Abtesian  Wkixs. — Company  directed  to  increase  its 
water  supply  by  at  least  150  miner's  inches  by  cleaning  all  wells  and  sinking 
new  wells  in  the  artesian  district  above  the  dam,  in  order  to  meet  immediate 
service  requirements. 

Uunnaker,  Britt  and  Cosgrove,  by  T.  B.  Cosgrove,  for  Lake  Hemet  Water  Company. 
Henry  OoodceU  and  W.  G.  Irving,  for  Consumers. 

By  the  Commission. 

OPINION. 

The  above  entitled  matter  is  a  proceeding  instituted  on  the  Com- 
mission's own  motion  for  the  purpose  of  investigating  the  water  supply, 
for  this  season,  of  the  Lake  Hemet  Water  Company,  a  public  utility 
engaged  in  the  business  of  supplying  water  for  domestic  and  irrigation 
purposes  in  the  vicinity  of  Hemet,  Riverside  County,  California. 

Several  informal  complaints  had  been  filed  by  consumers  under  this 
system,  alleging  insuflRcient  supply  for  the  coming  season,  and  the  Com- 
mission's  engineers  had  reported  to  the  same  effect.  Accordingly  the 
Commission  issued  its  order  directing  the  Lake  Hemet  Water  Company 
to  appear  and  show  cause,  if  any  it  had,  why  the  Commission  should 
not  make  its  order  directing  that  such  additions,  extensions,  repairs, 
improvements  or  changes  be  made  in  such  particulars  and  to  the  extent 
and  in  the  manner  as  the  Commission  might  find  reasonable  and  neces- 
sary to  secure  such  adequate  service  and  facilities. 

A  public  hearing  was  held  in  this  matter,  at  which  all  interested 
parties  were  given  an  opportunity  to  be  heard,  and  prior  to  the  hear- 
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ing  a  field  investigation  was  made  by  a  representative  of  the  Commis- 
sion's engineering  department. 

The  Lake  Hemet  Water  Company's  source  of  supply  is  the  natural 
flow  of  the  San  Jacinto  River  and  its  tributaries,  augmented  by  Lake 
Hemet,  a  storage  reservoir,  located  on  the  south  fork  of  said  river. 

At  the  beginning  of  this  irrigation  season  it  appeared  that  there 
would  be  a  very  serious  shortage  of  water,  as  the  amount  stored  in 
Lake  Hemet  is  less  than  for  a  number  of  years  back.  It  is  also  the 
fact  that  there  is  a  larger  acreage  of  full-bearing  orchards,  which 
ijQ^eases  the  amount  of  water  required.  This  shortage  has  been  some- 
what alleviated  by  unusually  heavy  rains  during  the  month  of  May, 
which  has  postponed  the  date  of  opening  the  reservoir  gates  by  at 
least  a  month.  However,  the  evidence  shows  that  there  will  still  be  a 
shortage. 

It  appears  that  to  obtain  immediate  relief  there  is  only  one  method 
available  and  that  is  by  drilling  wells.  These  wells  might  be  located 
within  the  area  irrigated,  as  this  has  been  proven  to  be  underlain  with 
water-bearing  gravels.  The  lift  in  the  wells  already  drilled  in  this 
locality  varies  from  85  to  190  feet.  To  install  pumping  plants  in  this 
locality  would  be  very  expensive,  and  the  maintenance  and  operation 
expense  would  also  be  excessive  due  to  the  high  lift. 

There  is  also  an  artesian  area  above  Lake  Hemet  dam  which  at  one 
time  was  developed  and  which,  as  the  records  show,  produced  approxi- 
mately 200  to  250  miner's  inches  continuous  flow.  However,  these 
wells  were  covered  up  by  a  flood  in  1916  and  at  the  present  time  are 
probably  not  producing  over  50  miner's  inches.  A  redevelopment  of 
this  area  will  add  at  least  150  miner's  inches  to  the  company's  supply. 
The  development  expense  will  not  be  so  great  as  to  develop  the  same 
amount  of  water  within  the  irrigated  area,  and  the  operation  expense 
will  be  practically  nil  as  no  pumping  will  be  necessary. 

It  appears  from  the  evidence  that  with  an  additional  150  miner's 
inches  it  will  be  possible  to  bring  the  orchards  through  the  season 
without  any  serious  .loss.  As  this  is  the  approximate  amount  that  can 
be  developed  above  the  reservoir  without  pumping,  we  believe  that  it 
is  reasonable  and  just  to  the  consumers  and  the  company  to  require  the 
latter  to  make  this  development  at  once. 

If  it  appears  later  that  a  still  greater  supply  is  necessary  the  com- 
pany can  then  be  required  to  make  such  additional  development. 

ORDER. 
The   Railroad    Commission    having   instituted    an    investigation   as 
entitled  above,  a  public  hearing  having  been  held,  and  the  matter  being 
now  ready  for  decision; 
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It  is  hereby  ordered  as  follows: 

1.  That  the  Lake  Ilemet  Water  Company  be  and  it  is  herel)y  directed 
to  proceed  withont  delay  to  increase  its  sup[)ly  of  water  to  the  extent 
of  at  least  150  miner's  inches  (three  cubic  feet  per  second)  by  cleaning 
the  old  wells  and  by  drilling  the  necessary  new  wells  in  the  artesian 
area  located  above  the  Lake  Hemet  dam. 

2.  That  the  Lake  Ilemet  Water  Company  install  a  weir  or  weirs  so 
that  it  will  be  possible  to  determine  when  the  required  development  has 
been  reached. 

3.  That  the  Lake  Hemet  Water  Company  file  with  this  Commission 
within  ten  (10)  days  of  the  date  of  this  order,  a  report  showing  the 
plan  to  be  followed  and  the  progress  made  in  carrying  out  this  order, 
and  that  it  file  a  progress  report  ever>'  ten  (10)  days  thereafter  until 
the  full  development  has  been  made. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of  July, 
1921. 


Dec  isioN  No.  9280. 

IX  THE  MATTER  OF  THE  APPLICATIOX  OF  SOFTIIERX  CALIFOKXIA 
EDISOX  rOMPAXY.  A  COUPOHATIOX.  FOR  AX  ORDER  AUTHORIZ^ 
IX(i  IT  TO  ISSUE  ANI>  SELL  OXE  IITIXDREI)  THOUSAND  SHARKS 
OF  ITS  COMMOX  CAPITAL  STOCUv  OF  THE  PAR  VALFK  OF  ONE 
IH^NDRED   DOLLARS   EACH. 


Application  No.  6426. 
Decided  July  27,  1921. 


By  the  Commission. 

SECOND  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission  by  Decision  No.  9122,  dated 
June  21,  1921,  authorized  Southern  California  Edison  Company  to  use 
not  exceedino;  $5,058,860.56  of  the  proceeds  realized  from  the  sale  of  the 
conunon  stock  authorized  to  be  issued  by  decisions  in  applications 
No.  2743,  No.  4790,  No.  5312  and  No.  6426  to  finance  the  cost  of  exten- 
sions, additions  and  betterments  made  subsequent  to  December  1,  1920; 
and 

Whereas,  Southern  California  Edison  Company  reports  that  it  now 
proposes  to  expend  only  $2,705,806.40  of  such  stock  proceeds  to  finance 
capital  expenditures  made  subseciuent  to  December  1,  1920,  and  prior 
to  June  30,  1921,  and  to  finance  the  balance  of  such  capital  expendi- 
tures by  proceeds  from  the  sale  of  bonds  authorized  by  the  decLsion  in 
Application  No.  7035;  and 

Whereas,  it  appears  to  the  Railroad  (-ommission  that  said  Decision 
No.  9122  should  be  modified  so  as  to  authorize  applicant  to  use  only 
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$2,705,806.40  of  stock  proceeds  to  finance  capital  expenditures  made 
subsequent  to  December  1,  1920,  instead  of  the  $5,058,860.56  hereto- 
fore authorized  to  be  used  in  said  Decision  No.  9122:  now,  therefore; 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  9122,  dated 
June  21,  1921,  be  and  it  is  hereby  modified  so  as  to  permit  Southern 
California  Edison  Company  to  use  not  exceeding  $2,705,806.40  of  the 
proceeds  from  the  sale  of  the  stock  authorized  by  decisions  in  Appli- 
cations Nos.  2743,  4790,  53fl2  and  6426  instead  of  the  $5,058,860.56 
heretofore  authorized  to  be  used  in  said  Decision  No.  9122  to  finance 
in  part  the  cost  of  extensions,  additions  and  betterments  made  sub- 
sequent to  December  1,  1920,  and  prior  to  June  30,  1921,  and  referred 
to  in  Application  No.  7035. 

It  is  hereby  further  ordered,  that  the  orders  in  decisions  in  Applica- 
tions Nos.  2743,  4790,  5312  and  6426  shall  remain  in  full  force  and 
effect,  except  as  modified  by  this  second  supplemental  order. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of 
July,  1921. 


Decision  No.  9287. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  GREAT  WESTERN  POWER 
COMPANY  OF  CALIFORNIA  BX>R  AN  ORDER  AUTHORIZING  THE 
SALE  OF  ONE  MILLION  FIVE  HUNDRED  THOUSAND  DOLLARS 
OF  GENERAL  MORTGAGE  BONDS  AND  THE  HYPOTHECATION  OF 
ONE  MILLION  FIVE  HUNDRED  THOUSAND  DOLLARS  OF  FIRST 
AND  REFUNDING  BONDS. 


Application  No.  6238.' 
Decided  July  30,  1921. 


Ouy  C.  Earl  and  Chaffee  E.  Hall,  by  Chaffee  E,  Hall,  for  Applicant. 
Ix>VELAND,  Commissioner. 

SECOND  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission  by  Decision  No.  8364,  dated 
November  26,  1920,  as  amended,  authorized  Great  Western  Power  Com- 
pany of  California  to  issue  and  sell  at  not  less  than  94  per  cent  of 
face  value,  plus  accrued  interest,  $1,500,000  of  general  mortgage  con- 
vertible 8  per  cent  gold  bonds;  and 

Whereas,  applicant's  general  mortgage  securing  the  payment  of  said 
$1,500,000  of  general  mortgage  bonds  provides,  among  other  things, 
that  applicant,  as  rapidly  as  it  can  do  so  under  the  terms  of  its  first  and 
refunding  mortgage,  shall  deposit  with  the  trustee  under  said  general 
mortgage,  such  an  amount  of  its  7  per  cent  Series  B  first  and  refunding 
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mortgage  bonds  as  will  equal  in  face  value  the  general  mortgage  bonds 
issued  and  outstanding;  and 

Whereas,  applicant  reports  in  its  first  supplemental  petition  in  the 
above  entitled  matter  that  it  is  entitled  under  the  terms  of  its  first  and 
refunding  mortgage,  to  issue  $1,500,000  of  its  said  Series  B  bonds ;  and 

Whereas,  applicant  asks  permission  to  issue  and  deposit  such  Series 
B  bonds  with  the  trustees  under  the  general  mortgage,  as  security  for 
the  $1,500,000  of  general  mortgage  bonds  heretofore  authorized  to  be 
issued,  and  subsequently  to  exchange  them  for  such  general  mortgage 
bonds  or  to  sell  them  and  use  the  proceeds  to  redeem  such  general 
mortgage  bonds; 

And,  a  public  hearing  having  been  held,  it  appearing  from  the  tes- 
timony of  L.  A.  Reynolds,  applicant's  auditor  and  assistant  treasurer, 
that  applicant  is  at  this  time  entitled  to  issue  $1,500,000  of  its  Series  B 
first  and  refunding  mortgage  bonds:  now,  therefore; 

It  is  hereby  ordered,  that  Great  Western  Power  Company  of  Cali- 
fornia be  and  it  is  hereby  authorized  to  issue  $1,500,000  of  its  Series  B 
first  and  refunding  mortgage  bonds  and  to  pledge  them  with  the  trus- 
tee under  its  general  mortgage  as  security  for  the  $1,500,000  of  general 
mortgage  bonds  heretofore  authorized  to  be  issued  by  Decision  No.  8364, 
dated  November  26,  1920,  as  amended. 

It  is  hereby  further  ordered,  that  Great  Western  Power  Company 
of  California  be  and  it  is  hereby  authorized  to  sell  or  to  exchange  said 
$1,500,000  of  Series  B  bonds  herein  authorized,  for  a  like  amount  of 
general  mortgage  bonds,  upon  the  following  conditions: 

1.  The  bonds  herein  authorized,  or  any  part  thereof,  may  be  sold  for 
cash  at  par  and  the  proceeds  used  to  purchase  a  like  amount  of  general 
mortgage  bonds  at  105  and  accrued  interest,  when,  and  as,  said  general 
mortgage  bonds  are  called  for  redemption,  applicant  paying  the  pre- 
mium of  5  per  cent  with  moneys  derived  otherwise  than  from  the  sale 
of  Series  B  bonds. 

2.  The  bonds  herein  authorized,  or  any  part  thereof,  may  be 
exchanged  for  a  like  amount  of  general  mortgage  bonds  when,  and  as, 
said  general  mortgage  bonds  are  called  for  redemption  on  the  basis  of 
105  and  accrued  interest,  for  general  mortgage  bonds  at  par  and 
accrued  interest,  applicant  paying  the  premium  of  5  per  cent  in  cash. 

3.  On  demand  of  the  holders  of  general  mortgage  bonds  at  any  time 
after  Series  B  bonds  shall  have  been  pledged  to  the  full  par  value  of 
the  general  mortgage  bonds  outstanding,  the  bonds  herein  authorized, 
or  any  part  thereof,  may  be  exchanged  for  general  mortgage  bonds  on 
the  basis  of  102^  and  accrued  interest,  for  general  mortgage  bonds  at 
par  and  accrued  interest,  applicant  paying  the  premium  of  2\  per  cent 
in  cash. 
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4.  Applicant  shall  keep  such  record  of  the  issue,  pledge  and  exchange 
of  the  bonds  herein  authorized'  as  will  enable  it  to  file  on  or  before  the 
twenty-fifth  day  of  each  month,  a  verified  report,  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far 
as  applicable,  is  made  a  part  of  this  order. 

The  foregoing  second  supplemental  order  is  hereby  approved  and 
ordered  filed  as  the  second  supplemental  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  July,  1921. 


Decision  No.  9288. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  GREAT  WESTERN  POWER 
COMPANY  OF  CALIFORNIA  FOR  AN  ORDER  AUTHORIZING  THE 
EXECUTION  OF  A  MORTGAGE  TO  SECURE  AN  ISSUE  OF  FIVE 
MILLION  DOLLARS  OF  GENERAL  LIEN  BONDS;  THE  SALE  OF 
TWO  MILLION  FIVE  HUNDRED  THOUSAND  DOLLARS  OF  SAID 
LIEN  BONDS  AND  THE  HYPOTHE<\\TION  OF  TWO  MILLION  FIVE 
HUNDRED  THOUSAND  DOLLARS  OF  FIRST  AND  REFUNDING 
BONT)S. 


Application  No.  6526. 
Decided  July  30,  1921. 


Ouy  C,  Earl  and  Vhajfee  E,  Hall,  by  Chaffee  E.  Hall,  for  Applicant. 
LoVELAND,  Commissioner, 

SECOND  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission  by  Decision  No.  8729,  dated 
March  10,  1921,  authorized  Great  Western  Power  Company  of  Cali- 
fornia to  issue  and  sell  $2,500,000  of  its  f^eneral  lien  convertible  8 
per  cent  gold  bonds ;  and 

Whereas,  applicant's  mortgage  securing  the  general  lien  bonds  pro- 
vides, among  other  things,  that  applicant,  as  rapidly  as  it  can  do  so 
under  the  terms  of  its  first  and  refunding  mortgage,  issue  and  deposit 
with  the  trustee  under  said  general  lien  mortgage,  such  an  amount  of 
its  7  per  cent  Series  B  first  and  refunding  mortgage  as  will  equal  in 
face  value  the  general  lien  bonds  issued  and  outstanding ;  and 

Whereas,  applicant  reports  in  its  first  supplemental  petition  in  the 
above  entitled  matter,  as  amended,  that  it  is  entitled  under  the  terms 
of  its  first  and  refunding  mortgage,  to  issue  Series  B  bonds  in  the 
amount  of  $2,500,000;  and 

Whereas,  applicant  asks  permission  to  issue  and  deposit  such 
$2,500,000  of  Series  B  bonds  with  the  trustee  under  the  mortgage 
securing  its  general  lien  bonds,  as  security  for  the  payment  of  said 
general  lien  bonds  heretofore  authorized  to  be  issued,  and  subsequently 
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to  exchange  them  for  such  general  lien  bonds  or  to  sell  them  and  use 
the  proceeds  to  redeem  such  general  lien  bonds; 

And,  a  public  hearing  having  been  held,  it  appearing  to  the  Railroad 
Commission  that  applicant's  request  should  be  granted:  now,  there- 
fore ; 

It  is  hereby  ordered,  that  Great  Western  Power  Company  of  Cali- 
fornia be  and  it  is  hereby  authorized  to  issue  $2,500,000  of  its  Series  B 
7  per  cent  first  and  refunding  mortgage  bonds  and  to  pledge  them  with 
the  trustee  under  applicant's  general  lien  mortgage  dated  February  1, 
1921,  as  security  for  the  said  $2,500,000  of  general  lien  bonds  hereto- 
fore authorized  to  be  issued  by  the  Railroad  Commission  in  its  Deci- 
sion No.  8729. 

It  is  hereby  further  ordered,  that  Great  Western  Power  Company  of 
California  be  and  it  is  hereby  authorized  to  sell  or  to  exchange  said 
$2,500,000  of  Series  B  bonds  herein  authorized,  for  a  like  amount  of 
general  lien  bonds  upon  the  following  conditions: 

1.  The  bonds  herein  authorized,  or  any  part  thereof,  may  be  sold 
for  cash  at  par  and  the  proceeds  used  to  purchase  at  105  and  accrued 
interest,  a  like  amount  of  general  lien  -bonds  when  and  as  such  general 
lien  bonds  are  called  for  redemption,  applicant  paying  the  premium  of 
5  per  cent  with  moneys  derived  otherwise  than  from  the  sale  of  said 
Series  B  bonds. 

2.  The  bonds  herein  authorized,  or  any  part  thereof,  may  be 
exchanged  for  a  like  amount  of  general  lien  bonds  when,  and  as  said 
general  lien  bonds  are  called  for  redemption  on  the  basis  of  105  and 
accrued  interest,  for  general  lien  bonds  at  par  and  accrued  interest, 
applicant  paying  the  premium  of  5  per  cent  in  cash. 

3.  On  demand  of  the  holders  of  said  general  lien  bonds,  applicant 
may  exchange  the  bonds  herein  authorized,  or  any  part  thereof,  upon 
the  basis  of  par  for  par  on  February  1,  1935. 

4.  Applicant  shall  keep  such  record  of  the  issue,  pledge  and  exchange 
of  the  bonds  herein  authorized  as  will  enable  it  to  file,  on  or  before  the 
twenty-fifth  day  of  each  month,  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far 
as  applicable,  is  made  a  part  of  this  order. 

The  foregoing  second  supplemental  order  is  hereby  approved  and 
ordered  filed  as  the  second  supplemental  order^of  the  Railroad  Commis- 
sion of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  July,  1921. 
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Decision  No.  9289. 

in  the  matter  of  the  commission's  investigation  into  the 
sufb^iciexcy  of  the  water  supply,  adegfact  of  servk^e, 
rules,  regulations  and  prac^tices  of  the  ontario  in- 
vestment company  and  the  territory  served  or  to  be 
served  by  said  company  in  its  operations  as  a  public 
utility  water  system. 


Case  No.  1584. 
Decided  July  30,  1921. 


Wateb  Utility. — Disposing  of  water  for  compensation  constitutes  a  public  utility 

as  defined  by   the   Public   Utilities  Act. 
Waste  of  Watkb — Leaky  System. — It  is  held  the  duty  of  the  utility  to  repair  its 

system  and  deliver  water  as  economically  as  possible. 
Free  Service. — It  appearing  that  certain  consumers  were  not  paying  for  service, 

utility  directed  to  collect  from  them  the  established  rates. 
Sale  of  Stock. — Stock  owned  by  the  utility  in  Cucamonga  Water  Company  held 

to  be  dedicated  to  public  use  and  defendant  company  directed  to  secure  return 

of  eighteen  shares  parted  with. 

James  8.  Bennett  and  C.  BJ.  SearSy  for  Defendant. 
John  H,  KlusmaUy  for  Cucamonga  Water  Company. 
W.  S.  BulliSj  for  Growers  Fruit  Company. 
Oco.  L.   Winter^  in  propria  persomt. 

By  the  Commission. 

OPINION. 

Ontario  Investment  Company  is  primarily  a  real  estate  concern,  and 
incidental  to  such  business  conducts  a  small  water  distribution  system 
in  the  vicinity  of  the  town  of  Cucamonga,  San  Bernardino  County, 
California.  It  obtains  its  water  supply  through  its  ownership  of  stock 
in  the  Cucamonga  Water  Company,  a  mutual  water  company. 

This  proceeding  was  brought  about  by  an  informal  complaint  to  the 
Commission  by  the  Cucamonga  Water  Company  to  the  effect  that  the 
Ontario  Investment  Company  had  sold  certain  shares  of  such  water 
stock.  The  consent  of  this  Commission  not  having  been  secured  to  the 
transfer  of  the  stock,  and  it  appearing  that  the  water  supply  available 
to  the  consumers  of  the  utility  would  be  diminished  by  its  disposal,  the 
Commission  instituted  an  action  on  its  own  initiative  as  indicated  above. 

A  public  hearing  was  held  in  this  matter  before  Examiner  Satter- 
white  at  Ontario  on  June  30,  1921. 

From  the  evidence  it  appears  that  the  district  which  the  Ontario 
Investment  Company  supplies  wnth  water  service  consists  of  a  small 
realty  subdivision  situated  in  the  town  of  Cucamonga.  Water  is 
delivered  to  defendant  by  the  Cucamonga  Water  Company  at  a  point 
on  the  tract  whence  it  is  distributed  by  the  Ontario  Investment  Com- 
pany to  approximately  twenty-eight  consumers.  The  distribution  sys- 
tem consists  of  about  three-fourths  mile  of  4-inch  pipe.     The  Ontario 
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Investment  Company  came  into  possession  of  this  water  system  when 
it  took  over  the  subdivision  from  the  Cucamonga  Land  and  Town 
Company  on  May  12,  1904. .  At  the  time  of  taking  over  the  property 
from  the  Cucamonga  Land  and  Town  Company  it  appeats  that  21.4 
shares  of  stock  in  the  Cucamonga  Water  Company  were  acquired. 
Each  share  of  the  stock  of  the  Cucamonga  Water  Company  entitles 
the  holder  to  a  maximum  of  one- fourth  of  a  miner's  inch  of  water, 
continuous  flow,  equivalent  to  1/200  of  a  cubic  foot  per  second.  The 
company  held  this  stock  until  October  1,  1919,  when  10  shares  were  sold 
to  W.  H.  Stipe  and  8  shares  were  sold  to  George  L.  Winter,  the  com- 
pany retaining  3.4  shares. 

•  In  its  informal  negotiations  with  the  Commission  previous  to  the 
institution  of  this  proceeding,  the  Ontario  Investment  Company  denied 
that  it  was  operating  as  a  public  utility  water  company,  but  the 
evidence  clearly  shows  that  the  defendant  for  many  years  has  been 
and  at  the  present  time  is  disposing  of  water  for  compensation  and  in 
so  doing  is  a  public  utility  as  defined  by  the  Public  Utilities  Act. 

Defendant  has  taken  the  position  that  it  does  not  own  the  distribu- 
tion system  described  above.  Just  what  defendant  is  attempting  to 
accomplish  by  this  stand  we  do  not  know,  but  it  was  clearly  shown  that 
defendant  has  used  the  pipe  system  ever  since  it  took  over  the  prop- 
erty from  the  Cucamonga  Land  and  Town  Company  in  1904  and  it 
was  also  shown  that  defendant  has  repaired  the  pipe  line  at  its  own 
expense.  Defendant  should  continue  to  maintain  the  pipe  system  and 
supply  its  consumers  as  heretofore.  It  developed  during  the  proceed- 
ings that  the  pipe  system  is  iij  a  leaky  condition,  resulting  in  a  con- 
siderable waste  of  water.  It  is  the  duty  of  the  defendant  utility  to 
properly  repair  its  system  and  deliver  water  as  economically  as  possi- 
ble. If,  as  indicated  in  the  testimony,  certain  consumers  resort  to 
wasteful  practices,  this  should  be  taken  care  of  by  establishing  rules 
and  regulations  providing  against  such  wasteful  practices,  and  sub- 
mitting same  to  the  Commission  for  its  acceptance.  Further  economies 
could  be  accomplished  by  the  installation  of  meters.  However,  this 
would  necessitate  an  application  to  the  Commission  for  the  establish- 
ment of  metered  rates,  inasmuch  as  the  company  is  operating  solely 
under  flat  rates  at  present. 

The  evidence  shows  that  the  Ontario  Investment  Company  has  been 
serving  at  least  28  domestic  and  one  industrial  consumer  during  the 
past  few  years,  but  has  collected  from  approximately  15  only,  the 
remainder  apparently  obtaining  water  without  cost.  All  these  con- 
sumers unquestionably  are  within  the  district  covered  by  the  defend- 
ant's system  and  it  is  defendant's  duty  to  continue  to  serve  them, 
collecting  from  all  at  the  duly  established  rates. 
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We  now  come  to  the  question  of  whether  this  utility  should  or  should 
not  be  permitted  to  complete  the  transfer  of  a  portion  of  the  stock 
held  by  it  in  the  Cucamonga  Water  Company,  for  this  Commission  does 
not  consider  that  the  sale  of  stock  to  Messrs.  Stipe  and  Winter  has 
been  legally  consummated  until  the  authority  of  this  Commission  has 
been  given.  In  our  opinion  this  stock  is  useful  public  utility  property 
as  described  in  section  51  of  the  Public  Utilities  Act.  The  evidence  shows 
that  the  consumers  on  the  system  of  the  Ontario  Investment  Company 
have  been  supplied  with  water  from  the  21.4  shares  owned  by  it  in  the 
Cucamonga  Water  Company,  and  there  is  no  question  but  that  such 
shares  of  stock  have  been  dedicated  to  public  use  and  are  a  part  of 
the  property  of  the  Ontario  Investment  Company  in  its  operations 
as  a  public  utility  water  company. 

Testimony  was  introduced  showing  that  during  certain  periods  of 
drought,  this  utility  was  unable  to  furnish  sufficient  water  to  supply 
all  the  needs  of  its  consumers,  though  at  the  same  time  enjoying  the 
allotment  of  water  due  it  at  the  time  by  virtue  of  its  ownership  of 
21.4  shares  of  stock  of  the  Cucamonga  Water  Company.  It  is  our 
understanding  that,  in  the  event  of  a  shortage  of  supply,  the  amount 
distributed  by  the  Cucamonga  Water  Company  is  prorated  among 
its  stockholders. 

The  assessments  the  Ontario  Investment  Company  pays  to  the  Cuca- 
monga Water  Company  on  the  said  21.4  shares  of  stock  amount  to 
approximately  $230  annually.  The  gross  income  received  from  its 
consumers  is  in  the  neighborhood  of  $180  annually.  That  the  utility 
can  not  continue  to  operate  at  the  loss  indicated  by  these  figures  is 
obvious,  but  we  believe  that  its  income  could  be  considerably  increased 
by  collecting  for  all  water  delivered  to  consumers  and  by  following 
other  recommendations  referred  to  above.  Should  this  utility  find  its 
revenues  insufficient  to  meet  the  cost  of  operation,  etc.,  it  always  has 
the  recourse  of  applying  to  this  Commission  for  an  increase  in  rates. 

If  defendant  proceeds  to  place  its  public  utility  water  business  in  an 
orderly  condition  and  should  decide  later  to  come  before  the  Commis- 
sion with  an  application  to  dispose  of  a  portion  of  the  said  21.4  shares 
of  stock,  showing  that  the  holding  of  the  entire  block  is  unnecessary 
to  supply  its  consumers,  such  application  would  be  given  due  consid- 
eration. In  the  meantime,  however,  it  will  be  necessary  for  the  defend- 
ant to  retain  the  said  21.4  shares  of  Cucamonga  Water  Company  stock. 

Pending  the  outcome  of  this  proceeding  the  Commission  has  advised 
the  Cucamonga  Water  Company  and  the  Ontario  Investment  Company 
that  water  may  temporarily  be  delivered  to  Messrs.  Stipe  and  Winter 
on  the  stock  transferred  to  them.  Such  temporary  authority  will  be 
rescinded  in  the  order. 
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ORDER. 

The  Commission  having  instituted  an  investigation  on  its  own  motion 
into  the  suflSeieney  of  the  water  supply,  adequacy  of  service,  rules, 
regulations  and  practices  of  the  Ontario  Investment  Company  in  the 
territory  served  or  to  be  served  by  said  company  in  its  operation  of 
a  public  utility  water  system  in  and  in  the  vicinity  of  Cucamonga,  San 
Bernardino  County,  a  public  hearing  having  been  held  and  the  Commis- 
sion being  fully  advised  in  the  premises: 

It  is  hereby  found  as  a  fact  that  the  Ontario  Investment  Company 
in  conducting  a  water  distribution  system  for  compensation  in  and  in 
the  vicinity  of  Cucamonga,  San  Bernardino  County,  is  a  public  utility 
within  the  meaning  of  the  Public  Utilities  Act. 

It  is  hereby  further  found  as  a  fact  that  those  certain  21.4  shares  of 
stock  of  the  Cucamonga  Water  Company  owned  by  the  Ontario  Invest- 
ment Company,  10  of  which  shares  were  transferred  to  W.  H.  Stipe  on 
or  about  October  1,  1919,  and  8  of  which  shares  were  transferred  to 
George  L.  Winter  on  or  about  October  1,  1919,  are  the  legal  useful 
property  of  the  Ontario  Investment  Company  and  necessary  to  its 
operation  as  a  public  utility  water  company; 

And  basing  its  order  on  the  foregoing  findings  of  fact  and  on  the 
further  statements  of  fact  contained  in  the  opinion  which  precedes  this 
order ; 

It  is  hereby  ordered,  as  follows: 

1.  That  within  thirty  (30)  days  of  the  date  of  this  order  the  Ontario 
Investment  Company  shall  secure  the  return  of  those  certain  blocks 
of  8  and  10  shares  of  Cucamonga  Water  Company  stock  referred  to 
above  which  were  transferred  to  Messrs.  Stipe  and  Winter  respectively, 
and  shall  file  a  certified  statement  with  this  Commission  within  ten  (10) 
days  thereafter,  indicating  to  the  Commission  its  compliance  therewith ; 

2.  That  the  Ontario  Investment  Company  be  and  it  is  hereby 
directed  to  refrain  from  making  further  transfers  from  its  holding 
of  21.4  shares  of  stock  herein  found  to  be  owned  by  it  in  the  Cuca- 
monga Water  Company  unless  authorized  to  do  so  by  this  Commission ; 

3.  That  the  temporary  permission  heretofore  given  the  Ontario  Invest- 
ment Company  and  the  Cucamonga  Water  Company  to  deliver  water 
to  said  Messrs.  Stipe  and  Winter  because  of  any  transfer  of  stock  made 
to  them  by  the  Ontario  Investment  Company,  be  and  it  is  hereby 
rescinded  and  set  aside; 

4.  That  the  Ontario  Investment  Company  file  with  this  Commission 
for  its  acceptance  within  thirty  (30)  days  from  the  date  of  this  order, 
rules  and  regulations  governing  its  relations  with  its  consumers,  said 
rules  and  regulations  to  become  effective  as  corrected  and  amended 
upon  their  acceptance  for  filing  by  this  Commission. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  July,  1921. 
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Decision  No,  9290. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SAN  DIEGO  CONSOLI- 
DATED GAS  AND  ELECTRIC  COMPANY  FOR  AN  ORDER  AUTHOR- 
IZING IT  TO  CREATE  A  BONDED  INDEBTEDNESS  IN  THE 
AUTHORIZED  SUM  OF  FIFTY  MILLION  DOLLARS,  TO  EN^PER  INTO 
A  MORTGAGE  OR  DEED  OF  TRUST  FOR  THE  PURPOSE  OF 
SECURING  THE  SAME,  TO  ISSUE  AND  SELL  BONDS  OF  SAID 
INDEBTEDNESS,  WHEN  CREATED,  OF  THE  PAR  VALUE  OF  TWO 
MILLION  SEVEN  HUNDRED  FIFTY  THOUSAND  DOLLARS,  AND  TO 
ISSUE  AND  SELL  PREFERRED  STOCK  OF  THE  PAR  VALUE  OF 
THREE  HUNDRED  TWENTY-FIVE  THOUSAND  DOLLARS;  AND, 
FURTHER 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SAN  DIEGO  GAS  AND 
ELECTRIC  COMPANY  TO  ISSUE  STOCK  OF  THE  PAR  VALUE  OP 
THREE  HUNDRED  DOLLARS  AND  TO  EXECUTE  THE  ABOVE 
MENTIONED  MORTGAGE  OR  DEED  OF  TRUST  JOINTLY  WITH 
SAN  DIEGO  CONSOLIDATED  GAS  AND  ELECTRIC  COMPANY,  AND 
TO  EXECUTE  A  LEASE  OF  ALL  ITS  PROPERTY  TO  SAN  DIEGO 
CONSOLIDATED    GAS    AND   P^LECTRIC   COMPANY. 


Application  No.  6744. 
Decided  July  30,  1921. 


By  the  Commission. 

SECOND  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission,  by  Decision  No.  8956,  dated 
May  9,  1921,  as  amended,  authorized  San  Diego  Consolidated  Gas  and 
Electric  Company,  among  other  things,  to  issue  and  sell  at  not  less  than 
81  per  cent  of  face  value,  plus  accrued  interest,  $2,750,000  of  its  6  per 
cent  first  and  refunding  mortgage  bonds,  subject  among  others,  to  the 
condition  that  the  proceeds  from  the  sale  of  such  bonds  be  expended 
only  as  authorized  by  the  Railroad  Commission ;  and 

Whereas,  by  Decision  No.  9121,  dated  June  20,  1921,  the  Railroad 
Commission  authorized  applicant  to  expend  $827,500  of  the  proceeds 
obtained  from  the  sale  of  such  bonds  to  pay  debentures  which  have 
been  called  for  payment,  or  for  the  purpose  of  paying  obligations 
incurred  to  redeem  the  debentures,  and  to  expend  $556,079.51  addi- 
tional of  such  proceeds,  to  finance  construction  expenditures  not  other- 
wise capitalized  and  made  by  applicant  up  to  and  including  March  31, 
1921;  and 

Whereas,  San  Diego  Consolidated  Gas  and  Electric  Company  in  its 
second  supplemental  application  reports  that  up  to  and  including 
June  30,  1921,  it  has  expended  for  the  construction  of  extensions, 
additions  and  betterments,  the  sum  of  $448,226,  which  has  not  been 
paid  for  through  proceeds  obtained  from  the  sale  of  stock  or  bonds; 
and 

Whereas,  applicant,  to  pay  for  such  expenditures,  asks  permission 
to  use  $448,226  obtained  from  the  sale  of  bonds  authorized  to  be  issued 
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and  sold  by  said  Decision  No.  8956,  and  it  appearing  to  the  Commission 
that  applicant's  request  should  be  granted:  now,  therefore; 

It  is  hereby  ord-ered,  that  San  Diego  Consolidated  Gas  and  Electric 
Company  may  use  not  exceeding  $448,226  of  the  proceeds  obtained 
from  the  sale  of  bonds,  the  issue  of  which  is  authorized  by  Decision 
No.  8956,  dated  May  9,  1921,  as  amended,  to  finance  construction 
expenditures  not  otherwise  capitalized  and  made  by  San  Diego  Con- 
solidated Gas  and  Electric  Company  up  to  and  including  June  30, 
1921,  all  as  more  particularly  set  forth  in  applicant's  second  supple- 
mental petition  in  this  proceeding. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8956, 
dated  May  9,  1921,  shall  remain  in  full  force  and  effect,  except  as 
modified  by  this  second  supplemental  order. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  July,  1921. 


Decision  No.  9294. 

X.  ASHLEY,  IIARUY  A.  DI'TTOX,  SHELLY  LEE,  C.  H.  JOHNSON,  G.  G. 
BLYMER,  M^ARY  S.  GEBHART,  AND  MRS.  R.  B.  MOORE 

VS. 

SUTTER-BUTTE    CANAL   COMPANY. 


Case  No.  1352. 
Decided  July  30,  1921. 


Extensions. — When  consumers  advance  the  cost  of  unromunerative  extensions,  the 
utility  is  not  the  sole  beneficiary,  as  the  consumers  benefit  by  a  water  system 
dedicated  to  public  use,  and  if  it  is  proi)erly  run.  they  are  assured  good  service 
at  reasonable  rates. 

Rebate  of  .  Advances. — Rule  for  return  of  advances*  for  noncompensatorj^  exten- 
sions at  rate  of  one-seventh  of  gross  revenue,  payable  in  annual  installments 
until  the  entire  amount  is  returned,  held  fair  to  both  parties,  making  for 
stabilization  of  the  financial  affairs  of  the  utility  and  being  reflected  in  depend- 
able  and  proper  service. 

John  S.  Partridge  and  Arthur  B,  Eddy,  for  Complainants. 
Isaac  Frohman,  for  Defendants. 

By  the  commission. 

OPINION. 

The  complainants  in  the  above  entitled  proceeding  ask  that  the 
defendant,  Sutter-Butte  Canal  Company,  be  required  to  refund  certain 
amounts  advanced  by  them  to  cover  the  cost  of  constructing  a  ditch 
known  as  the  Crocker  lateral,  which  was  built  to  supply  complainants 
with  water  for  irrigation  purposes.  For  a  history  of  the  Sutter-Butte 
Canal  Company  and  a  description  of  its  system  reference  is  made  to 
Decision  No.  5227,  dated  March  25,  1918,  Case  No.  909,  E.  L.  Nunn 
et  al.  vs.  Sutter-Butte  Canal  Company  (combined  with  other  matters 
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for  heariug  and  decision),  page  425,  volume  15,  Opinions  and  Orders  of 
the  Railroad  Commission. 

It  is  stated  by  complainants  that  they  are  owners  of  1740  acres  of 
land  lying  west  of  the  Cherokee  Canal,  Butte  County,  and  that  early 
in  1918  they  entered  into  negotiations  with  the  defendant  Sutter-Butte 
Canal  Company  to  supply  water  to  their  lands  for  the  purpose  of 
irrigating  rice.  In  order  to  convey  water  to  complainants'  lands,  it  was 
necessary  to  construct  approximately  seven  miles  of  ditch  and  as  a  con- 
dition precedent  to  the  construction  of  the  ditch  and  the  furnishing  of 
service,  complainants  were  required  to  enter  into  contracts  with 
defendant  in  accordance  with  the  terms  of  which  complainants  advanced 
to  the  utility  the  estimated  cost  of  constructing  the  ditch  and  the 
securing  of  the  necessary  rights  of  way,  amounting  to  $12,730,  the 
amount  so  advanced  to  be  rebated  at  the  rate  of  one-seventh  of  total 
annual  revenue  derived  from  the  ditch.  Such  repayments  were  to 
begin  after  the  second  year  the  ditch  was  in  operation  and  were  to 
eoHtinoe  four  years  thereafter.  Complainants  contend  that  defendant 
should  rightfully  have  constructed  the  ditch  at  its  own  expense  without 
requiring  them  to  advance  the  cost  thereof,  inasmuch  as  sufficient 
revenue  was  assured  at  the  time  the  ditch  was  constructed  to  make  it 
eompensatory ;  that  the  ditch  has  proven  to  be  a  paying  one  and  will 
continue  as  such  in  the  future.  Complainants  ask,  therefore,  that  the 
amount  deposited  by  them  with  the  utility  be  ordered  returned  at  once, 
together  with  interest  at  the  rate  of  8  per  cent  per  annum. 

Defendant  in  its  answer  denies  that  it  is  assured  an  adequate 
revenue  from  this  lateral,  basing  its  denial  on  the  fact  that  the  only 
crop  of  importance  adaptable  to  the  soil  in  this  vicinity  and  needing 
irrigation  is  rice,  and  that  the  planting  of  rice  will  vary  according  to 
market  conditions.  It  is  alleged  in  the  answer  that  the  actual  amount 
expended  in  connection  with  the  construction  of  the  lateral  greatly 
exceeded  the  amount  advanced  by  complainants,  due  to  the  extraor- 
dinary increase  in  the  cost  of  labor  and  material  that  occurred  during 
the  war;  that  in  order  to  convey  a  sufficient  amount  of  w^ater  to  the 
head  of  Crocker  lateral  to  supply  the  consumers  thereon  it  was  neces- 
sary to  enlarge  a  ditch  known  as  **Richvale  Colony  7*'  ditch,  which 
empties  into  Crocker  lateral,  at  a  considerable  additional  expense. 

Public  hearings  were  held  in  this  matter  before  Commissioner  Devlin, 
at  San  Francisco,  on  December  15,  16  and  22,  1919,  and  January  12, 
1920,  and  briefs  were  later  filed. 

From  the  evidence  it  appears  that  the  historical  occurrences  are 
substantially  as  related  in  the  complaint — not  passing  for  the  present 
upon  complainants'  views  relative  to  the  ditch  from  a  remunerative 
standpoint. 
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Much  testimony  was  introduced  pertaining  to  the  cost  of  constructing 
the  canal.  Defendant's  original  estimate  was  $12,730,  while  the  actual 
cost,  it  contends,  will  be  in  the  neighborhood  of  $20,000. 

Mr.  Charles  T.  TuUoch,  defendant's  engineer  and  general  manager, 
testified  that  the  reason  the  actual  cost  of  the  work  had  so  greatly 
exceeded  the  estimate  was  the  unprecedented  increase  in  the  cost 
of  labor  and  material  due  to  the  emergency  created  by  the  war. 
Mr.  TuUoch  in  his  testimony  stated  in  justification  of  the  apparent  high 
cost  of  construction,  that  early  in  1918,  at  the  time  the  construction  of 
the  canal  was  proposed,  the  complainants  had  urged  him,  regardless  of 
cost,  to  rush  the  work  to  completion  in  order  that  they  might  have  water 
to  irrigate  the  rice  crops  which  they  were  preparing  to  plant  to  assist 
the  government  in  the  production  of  food.  Therefore,  although  the 
soil  was  not  in  proper  condition,  he  proceeded  with  the  work  of  con- 
structing the  canal.  Numerous  obstacles  were  encountered,  such  as  wet 
condition  of  the  soil,  scarcity  and  high  price  of  labor  and  materials, 
thus  greatly  increasing  the  cost  of  the  work.  The  contracts  entered 
into  between  complainants  and  defendant  provided  that  in  the  event 
that  the  cost  of  the  canal  exceeded  the  estimate,  then  complainants 
would  advance  such  excess.  However,  it  was  stipulated  by  defendant 
at  the  hearing  that  complainants  would  not  be  asked  to  advance  further 
amounts. 

We  now  come  to  the  question  of  revenues.    The  evidence  shows  that 

the  income  for  the  first  two  years  the  canal  was  in  operation  was  as 

follows : 

1918 — —  $12,220  00 

1919  23,973  60 

♦1920    27.958  00 

Gross  revenue   $64,151  60 

♦Estimate  based  upon  applications  for  water  for  season  of  1920  filed  up  to 
the  time  of  the  hearing  herein. 

It  is  argued  by  counsel  for  complainants  that  by  deducting  the 
expense  of  operating  the  Crocker  lateral  from  the  gross  income  the 
balance  will  constitute  a  net  profit  to  the  utility.  In  other  words,  the 
utility  reports  its  operating  expenses  on  the  Crocker  lateral  for  the  years 
1918  and  1919  as  $1,002  and  $3,532,  respectively.  Counsel  estimates 
the  expense  for  1920  to  be  the  same  as  in  1919.  Therefore  it  is  argued 
that  by  deducting  the  approximate  operating  expense  for  three  years, 
or  about  $8,000,  from  the  total  income  of  approximately  $64,000,  the 
company  will  earn  a  net  revenue  in  three  years  of  $56,000. 

The  conclusions  of  plaintiffs'  counsel  are  erroneous  for  the  reason 
that  he  has  only  included  the  cost  of  operating  the  lateral  itself,  whereas 
the  expense  of  conducting  the  entire  system  of  the  utility  should 
properly  have  been  taken  into  consideration. 
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When  this  Commission  established  the  present  rates  of  this  utility 
in  its  Decision  No.  5227,  sxipra,  such  rates  were  of  course  based  on  the 
assumption  that  each  acre  of  land  served  by  the  utility  should  contribute 
its  proper  portion  of  the  revenue  which  it  was  found  the  utility  was 
entitled  to  receive.  This  portion,  in  the  case  of  land  devoted  to  the 
.culture  of  rice,  was  found  to  be  $7  for  each  acre.  This  rate  was  intended 
to  yield  to  the  company  maintenance  and  operating  expense  and  to 
provide  an  amount  to  be  set  aside  each  year  to  cover  depreciation  of 
its  equipment  and  a  proper  return  on  its  investment.  It  will  be  seen, 
therefore,  that  when  the  company  receives  $7  for  a  season's  supply  of 
water  for  the  irrigation  of  an  acre  of  rice  land,  it  does  not  follow  that 
by  merely  subtracting  the  expense  of  operating  the  immediate  lateral 
the  balance  of  the  $7  is  in  any  way  net  profit  to  the  company.  On  the 
contrary  the  entire  $7  is  used  up  as  explained  above,  in  the  general 
system  costs  of  maintenance,  operation,  depreciation  and  interest. 

Much  discussion  was  had  relative  to  the  prospects  of  future  revenues 
to  be  derived  from  the  lateral.  It  was  contended  by  complainants  that 
the  utility  is  assured  of  an  income  that  will  increase  year  by  year. 

Defendant,  on  the  other  hand,  maintains  that  the  amount  of  the 
future  revenues  is  decidedly  uncertain,  due  to  the  fact  that  the  only 
crop  which  this  soil  is  adaptable  to  and  needing  irrigation  is  rice  and 
that  the  extent  to  which  this  industry  will  be  engaged  in  in  the  future 
is  decidedly  problematical,  and  that  the  revenue  that  would  be  received 
from  other  crops  than  rice  would  be  negligible.  It  was  further 
contended  by  defendant  that  even  though  the  rice  industry  were  con- 
tinuously engaged  in,  that  on  account  of  the  obstacles  encountered  in 
the  raisinof  of  rice  it  is  the  usual  custom  to  allow  the  land  to  rest  three 
years  out  of  five  in  order  to  eradicate  foul  growth,  such  as  water  grass. 
Therefore  it  was  contended  that  the  best  the  company  can  expect  is  a 
revenue  from  the  acreage  served  under  this  lateral  three  years  out  of 
five. 

It  was  brought  out  during  the  proceedings  that  P.  N.  Ashley,  the 
principal  complainant  herein,  had  arranged  to  obtain  water  for  the 
irrigation  of  100  acres  of  land  which  w  as  then  being  irrigated  by  water 
received  from  the  Sutter-Butte  Canal  Company,  by  installing  a  pumping 
plant  and  pumping  water  from  a  drainage  ditch.  Mr.  Ashley,  in  his 
testimony,  stated  that  he  later  hoped  to  obtain  sufficient  water  to  supply 
his  entire  place  of  approximately  400  acres  from  the  same  source.  This 
would  cut  off  from  the  defendant  company  an  important  portion  of 
the  revenue  from  this  extension. 

A  copy  of  the  form  of  contract  which  was  entered  into  between 
complainants  and  the  Sutter-Butte  Canal  Company  is  attached  to  the 
complaint.  As  heretofore  stated,  this  contract  provides  in  part  that 
one-seventh  of  the  annual  revenue  derived  from  the  Crocker  lateral 
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shall  be  repaid  to  the  consumer,  such  repayment  to  commence  the  second 
year  after  the  date  of  the  signing  of  the  contract  and  to  continue  for 
four  successive  years.  In  other  words,  the  utility  agrees  to  return  to 
the  consumer  one-seventh  of  the  gross  annual  revenue  derived  from  the 
lateral  for  four  years,  provided  that  the  amount  advanced  has  not  been 
fully  returned  before  the  expiration  of  the  four-year  period.  If  on 
the  other  hand  at  the  expiration  of  the  said  period  the  full  amount  has 
not  been  returned  then  the  consumer  is  not  entitled  to  further  rebates. 
On  April  30,  1919,  the  company  filed  with  this  Commission  a  revised 
set  of  rules  and  regulations  in  which  was  included  Rule  3,  which  makes 
provision  for  the  financing  of  extensions  from  the  company's  system. 
This  rule  was  amended  in  certain  respects  on  December  1,  1919,  and  as 
at  present  in  effect  provides  as  follows : 

Rule  3.  The  company  will  make  all  reasonable  enlargements  or  extensions  of 
its  ditches  at  its  own  expense,  provided  that  if  the  projposed  enlargement  or  exten- 
sion is  noncompensatory  or  the  future  use  of  water  uncertain,  the  company  may 
require  that  its  estimated  cost,  including  rights  of  way,  be  deposited  with  it  by 
the  prospective  consumer.  Any  excess  of  deposit  over  cost  will  be  returned  to  the 
depositor.  If  the  cost  of  the  enlargement  or  extension  is  greater  than  the  deposit, 
the  difference  must  be  deposited  by  the  consumer.  The  amount  deposited  and  not 
previously  returned  shall  be  returned  without  interest  at  the  rate  of  one-seventh 
of  the  gross  revenue  received  from  the  extension,  payable  in  annual  installments 
until  the  entire  amount  deposited  has  been  returned :  the  first  installment  being 
payable  from  the  revenue  derived  from  charges  of  the  second  year's  operations. 
If  the  service  to  any  consumer  or  consumers  who  have  made  such  deposits  is  dis- 
continued before  the  return  of  the  deposit  can  be  completed  as  above  provided,  the 
consumer  or  consumers  shall  not  be  entitled  to  any  further  payment  of  credits  from 
the  company  for  or  on  account  of  the  deposits.  After  any  such  enlargement  or 
extension  of  the  company's  ditch  or  ditches  is  completed,  as  above  provided  for  in 
this  paragraph  **3,"  should  an  owner  of  land,  who  has  not  contributed  towards  the 
cost  of  such  enlargement  or  extension,  as  herein  provided,  desire  water  for  the 
irrigation  of  his  land  by  or  through  such  enlargement  or  extension,  then,  before 
serving  the  land  of  such  owner  with  water,  the  company  shall  require  such  owner 
to  first  pay  his  just  or  fair  share  of  the  cost  of  such  enlargement  or  extension  for 
the  benefit  of  those  consumers  who  originally  advanced  and  deposited  with  the 
company  the  cost  of  such  enlargement  or  extension. 

The  provisions  in  the  above  rule  relating  to  rebates  are  very  similar 
to  the  conditions  in  the  contracts  entered  into  with  the  consumers,  the 
latter  conforming  with  the  utility's  rules  in  effect  at  the  time.  The  rule, 
however,  is  more  favorable  to  the  consumers  in  that  the  repayments 
begin  after  the  first  year  instead  of  after  the  second  year,  and  further, 
in  that  such  rebates  continue  until  the  entire  amount  is  refunded.  In 
the  case  of  the  contracts  and  the  former  rules  the  rebates  were  made 
only  for  four  years. 

The  utility  in  its  dealing  with  the  complainants  has  alread}*^ 
substituted  this  rule  for  the  contracts  heretofore  mentioned  and  we 
understand  is  making  rebates  accordingly. 

After  carefully  considering  the  evidence  submitted  in  this  connection, 
it  is  our  belief  that  this  entire  matter  is  based  on  two  questions :  first, 
whether  or  not  Rule  3  of  the  utility  governing  extensions  of  service  is 
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a  reasonable  rule;  second,  whether  or  not  the  rule  in  question  should 
apply  in  this  ease. 

It  is  a  common  mistake  to  presume  that  when  a  public  utility  is 
permitted  by  its  rules  and  regulations  filed  with  this  Commission  to 
require  applicants  for  service  to  advance  the  cost  of  unremunerative 
extensions  of  mains  or  ditches  to  supply  such  applicants,  that  the  utility 
is  necessarily  the  sole  beneficiary  thereby.  In  this  case  we  have  a  water 
system  that  has  been  dedicated  to  public  use.  If  the  system  is  wisely 
managed  and  economically  operated  the  consumers  will  be  benefited  by 
being  assured  good  service  at  reasonable  rates.  On  the  other  hand,  if 
the  fifystem  were  poorly  managed,  or  if  the  company  invested  much 
capital  unwisely  in  numerous  nonpaying  extensions  the  result  would  be 
an  unprofitable  system  and  a  deficit  would  probably  be  shown  in  its 
operations.  To  make  up  such  deficit  the  utility  would  eventually  come 
before  the  Commission  for  an  increase  in  rates.  Hence  it  can  be  seen 
that  if  the  utility  were  required  to  extend  its  system  without  considering 
the  remuneration  to  be  received,  the  consumers  of  the  company  would 
be  the  ultimate  sufferers. 

Of  course  a  utility  serving  a  given  district,  the  larger  portion  of  which 
is  thickly  populated,  can  usually  afford  to  extend  to  consumers  residing 
in  less  thickly  populated  sections  of  the  district  at  its  own  expense. 
However,  if  the  utility  were  required  to  extend  too  far  we  would  have 
the  situation  suggested  in  Clark  vs.  Hermosa  Beach  Water  Compavy, 
Volume  2,  Opinions  and  Orders  of  the  Railroad  Commission  of  Cali- 
fornia, 149,  page  152,  referring  to  the  effect  of  certain  extensions  on 
rates: 

If  a  utility  were  operating  in  a  valley  and  was  providing  water  by  gravity  flow 
to  people  in  the  valley  and  the  utility  were  ctmipelled  to  install  a  service  at  the  top 
of  a  mountain,  the  expense  of  which  installation  and  the  cost  of  producing  the 
service  was  twice  the  cost  and  expense  on  the  rest  of  the  system,  manifestly,  to 
charge  this  consumer  on  the  top  of  the  mountain  the  same  rate  as  is  charged  in  the 
valley  would  result  in  the  necessity  of  tremendously  increasing  the  rate  in  the 
valley  in  order  to  take  care  of  the  loss  suffered  in  the  service  of  the  mountain  f^p. 

In  the  case  of  the  Sutter-Butte  Canal  Company's  Rule  No.  3,  the 
utility  makes  extensions  to  applicants  for  service  at  its  own  expense 
where  the  extension  is  estimated  to  be  remunerative.  Where  it  is  con- 
sidered that  the  extension  will  not  be  immediately  a  paying  one  or  where 
there  is  some  doubt  about  its  continuing  to  be  a  paying  one,  then  the 
applicant  for  service  is  required  to  advance  the  cost  thereof  to  be 
returned  in  a  portion  of  the  annual  revenues  collected  from  such 
extension.  If  the  extension  proves  to  be  a  paying  one,  the  amount 
advanced  is  soon  returned  and  all  that  the  consumer  loses  is  the  interest 
on  the  deposit.  But  the  fact  should  not  be  lost  sight  of  that  the  value 
of  the  land  supplied  with  water  will  be  greatly  enhanced.     We  consider 
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Rule  No.  3,  of  the  defendant  utility,  to  be  a  just  rule  to  both  the  utility 
and  its  consumers. 

We  will  now  consider  the  question  of  whether  or  not  Rule  No.  3  should 
apply  to  complainants  herein  as  applicants  for  irrigation  service.  The 
Commission  is  not  convinced,  from  the  evidence  in  this  case,  that  rice 
will  continue  to  be  planted  to  such  an  extent  in  the  future  as  it  was 
during  the  years  1918,  1919  and  1920.  Let  us  presume  that  the 
planting  of  rice  on  the  lands  under  this  extension  should  be  totally 
discontinued.  In  such  an  event  the  utility  may  be  called  upon  to 
furnish  a  negligible  amount  of  water  for  such  purposes  as  grain 
irrigation,  sprouting  of  water  grass,  etc.  The  revenues  that  would  be 
collected  from  such  sources  would  probably  be  insufficient  to  pay 
operating  expenses  on  the  extension.  Again,  we  have  the  case  of 
complainant  Ashley  pumping  water  from  a  drainage  canal  to  irrigate 
a  large  portion  of  his  place,  thereby  discontinuing  the  supply  of  the 
defendant  utility,  and  his  statement  to  the  effect  that  it  is  his  intention 
to  discontinue  the  supply  of  the  Sutter-Butte  Canal  Company  altogether. 
There  is  nothing  in  the  record  indicating  that  other  consumers  intend 
to  follow  this  course,  but  the  possibility  of  their  so  doing  is  of  course 
suggested. 

We  believe  that  the  interests  of  the  consumers  of  the  Sutter-Butte 
Canal  Company  will  best  be  served  by  the  utility  being  permitted  to 
rebate  the  amount  advanced  by  the  complainants  in  the  maimer  pro- 
vided by  the  company's  rules.  The  complainants  would  not  appear  to 
be  unduly  burdened  by  the  utility  being  permitted  to  follow  this  course 
inasmuch  as  it  is  shown  hereinbefore  that  if  the  revenues  from  the 
extension  should  continue  as  they  did  during  1918,  1919  and  1920,  the 
total  amount  advanced  by  complainants  will  have  been  returned  in 
about  three  years,  the  only  loss  to  complainants  being  interest  on  the 
money  so  advanced.  If  the  revenues  should  decline  then,  of  course,  a 
greater  length  of  time  would  elapse  before  the  money  will  have  been 
returned.  In  either  event,  no  injustice  is  done  to  either  party,  and  the 
application  of  such  a  principle  makes  for  a  stabilization  of  the  financial 
affairs  of  the  utility,  which,  in  turn,  is  reflected  in  a  dependable  and 
proper  service  to  the  consumers. 

ORDER. 

Complaint  having  been  made  by  P.  N.  Ashley,  Harry  A.  Dutton, 
Shelly  Lee,  C.  II.  Johnson,  G.  6.  Blymer,  Mary  S.  Gebhart,  and 
Mrs.  R.  B.  Moore,  against  Sutter-Butte  Canal  Company,  public  hearings 
having  been  held  and  the  matter  submitted  and  ready  for  decision ; 

It  is  hereby  ordered,  that  said  complaint  be  and  it  is  hereby  dismissed. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  July,  1921. 
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IX  THE  MATTER  OF  THE  APPLKVVTION  OF  (JKEAT  WESTERN  POWER 
(\)MPANY  OF  CALIFORNIA  FOR  AUTHORITY  TO  ISSUE  AND 
PLEIKiE  BONDS  UNDER  ITS  FIRST  AND  REFUNDING  MORTGAGE; 
ALSO  TO  ISSUE  AND  SELL  BONDS  UNDER  SAID  M0RT(4AGE. 


Application  No.  7019. 
Decided  July  30,  1921. 


Ouy  C.  J-larl  and  Chaffee  E,  Hall,  by  Chaffee  E.  Hall  for  AppHcnnt. 

L0VFJ.ANI),    Comm'iHHwner, 

OPINION. 

In  this  application,  as  amended,  Great  Western  Power  Company  of 
(California  asks  permission  to  issue  and  sell  at  90  per  cent  of  face  value, 
plus  accrued  interest,  $1,000,000  of  its  Series  B  first  and  refunding 
mortgage  sinking  fund  gold  bonds,  and  to  use  the  proceeds  from  the 
sale  thereof  to  reimburse  its  treasurj^  in  part  for  construction  expendi- 
tures made  prior  to  June  30,  1921,  that  have  not  been  paid  for  by  the 
issue  of  stock,  bonds  or  notes. 

Pending  the  delivery  of  permanent  Series  B  bonds,  applicant  pro- 
posi'S  to  issue  and  sell  interim  certificates. 

The  record  herein  shows  that  since  June  1, 1919,  and  prior  to  June  30, 
1921,  applicant  has  expended  $16,073,814.64  for  the  construction, 
extension  and  completion  of  its  facilities  as  follows: 

For   the   Caribou    development   ^^12,45.3,070  51 

For  the  105,000-volt  transmission  line  from  the  Caribou  plant 

to    Valona   2,527,051  (K) 

For  other  additions  and  betterments 1,581,7S2  44 

Total    110,501,012  05 

Less  amount  represented  by  notes  for  materials 488,008  lil 

Total    $10,073,814  (M 

The  petition  shows  that  $14,516,817.50  of  this  amount  has  been 
already  provided  for  with  proceeds  from  the  sale  of  securities  hereto- 
fore authorized  by  the  Railroad  Commission  and  that  $1,556,997.14 
that  has  been  expended  from  income,  and  for  which  applicant  now 
seeks  reimbursement  in  part  by  the  issue  of  $1,000,000  of  bonds  herein 
applied  for,  represents  construction  expenditures  that  have  not  yet 
been  capitalized. 

L.  A.  Reynolds,  applicant's  auditor  and  assistant  treasurer,  testified 
that  applicant  on  July  1,  1921,  was  entitled  under  and  by  the  terms 
and  provisions  of  its  first  and  refunding  mortgage,  to  issue  $560,000  of 
the  $1,000,000  of  bonds  herein  applied  for.  Mr.  Reynolds  further 
testified  that  it  was  his  belief  that  applicant  \s  earnings  should  be  suffi- 
cient to  justify  the  issue  of  the  remaining  $440,000  of  bonds  by  July  30, 
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1921.  In  view  of  this,  the  order  herein  will  provide  that  $440,000  of 
the  $1,000,000  of  bonds  be  issued,  sold  and  delivered  only  when  and 
as  authorized  by  the  Railroad  Commission  in  a  supplemental  order 
or  orders  upon  the  showing  by  applicant  that  it  is  entitled  to  their 
issue  under  the  terms  of  its  first  and  refunding  mortgage. 

From  Exhibit  **B'*  attached  to  the  petition  it  appears  that  applicant 
has  made  arrangements  with  E.  H.  Rollins  and  Sons  for  the  sale  of 
$250,000  of  the  Series  B  bonds  at  90,  and  accrued  interest,  and  that 
it  has  granted  an  option  for  the  purchase  of  the  remaining  $750,000  of 
bonds  at  the  same  price.  The  agreement  with  E.  H.  Rollins  and  Sons 
further  provides  for  the  issue  of  temporary  certificates,  pending  the 
preparation  and  delivery  of  permanent  bonds. 

Applicant  on  June  30,  1921,  reported  outstanding  $27,500,000  of 
common  stock;  $2,498,084.21  of  preferred  stock;  $51,351,500  of  bonds; 
and  $1,602,960.81  of  notes.  Corporate  surplus  as  of  the  same  date 
was  reported  at  $4,767,813.30.  For  the  six  months'  period  ending 
June  30,  1921,  it  reports  its  revenues  and  expenses  and  corporate  sur- 
plus as  follows: 

Operating  revenues |;3,074,650  22 

Operating  expenses   1,270,826  30 


Net  operating  revenues   ?1,707,S32  SO 

Xonoperating  revenues : 

Miscellaneous  rent  revenues ^16,885  75 

Interest  and  dividend  revenues 535,387  83 

Miscellaneous   nonoperating   revenues   0,540  00 


Total  nonoperating  revenues .558,S13  .">8 


Gross  corporate  income ^2,^v5(V»4fi  *44 

Deduct — 

rucollcctible   bills   $0,000  00 

Nonoi>erating    revenue   deductions : 

Rent  expenses $11,020  04 

Nonoperating  taxes 5,635  86  16,655  00 


Interest  accrued  .on   funded  debt 1,141,043  75 

Other   interest   deductions   84,321  31 

Rent   deductions : 

Rent    for    lease    of    other    electric 

plants   $122,821  27 

Rent   for  conduits,   poles   and   other 

supi>orts 1,058  03 

Rent    for    instruments    and    equip- 
ment      160  00 

Miscellaneous    rent    deductions 11,726  00        1.^5,765  30 


Amortization  of  debt   discount   and  expense 70,212  23 


Total   deductions   1,45.%,1M>S  40 


Balance  carried  to  cori>orate  surplus $902,647  95 

Miscellaneous  additions  to  surplus  for  the  year 72,197  36 


$974,845  31 
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Inductions  from  Rurplus  for  the  year: 

Dividends   on   outstanding   stock    $292,245  47 

Miscellaneous   d(»ductions    3.S,44>2  («  330,708  15 

Net  surplus  for  year  to  date $644,137  1(» 

Corporate  surplus,  balance   December  31.   ll>2l) 4,123.(»7r»  14 

Corporate  surplus,  June  30,  1021 ^     $4,707,.S13  30 

I  believe  the  application  should  be  granted  and  herewith  submit  the 
following  form  of  order: 

ORDER. 

Great  Western  Power  Company  of  California  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  $1,000,000  of  its  Series  B 
first  and  refunding  mortgage  bonds,  a  public  hearing  having  been  held, 
and  it  appearing  to  the  Railroad  Commission  that  the  money,  prop- 
erty or  labor  to  be  procured  or  paid  for  by  such  issue  is  reasonably 
required  for  the  purpose  or  purposes  specified  herein,  and  that  the 
expenditures  for  such  purpose  or  purposes  are  not  in  whole  or  in  part 
reasonably  chargeable  to  operating  expense  or  to  income ; 

It  is  hereby  ordered,  that  Great  Western  Power  Company  of  Cali- 
fornia be  and  it  is  hereby  authorized  to  issue  and  sell  on  or  before 
March  31,  1922,  at  not  less  than  90  per  cent  of  face  value,  plus  accrued 
interest,  $1,000,000  of  its  Series  B  7  per  cent  first  and  refunding 
mortgage  sinking  fund  gold  bonds. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  proceeds  from  the  sale  of  bonds  herein  authorized  shall  be 
used  by  applicant  to  finance  in  part  the  construction  expenditures 
referred  to  in  this  application. 

2.  Eour  hundred  forty  thousand  dollars  of  the  bonds  herein  autlior- 
ized  shall  be  issued,  sold  and  delivered  only  as  hereafter  authorized 
by  the  Railroad  Commission  in  a  supplemental  order  or  orders  upon 
the  showing  by  applicant  that  it  is  entitled  to  issue  said  $440,000  of 
bonds  under  and  by  the  terms  and  provisions  of  its  first  and  refunding 
mortgage. 

3.  Applicant  may.  pending  preparation  and  delivery  of  said  Series  B 
bonds,  issue  and  sell  temporary  certificates,  as  provided  in  the  agree- 
ment attached  to  the  petition  herein,  such  temporary  certificates  to  be 
herecifter  exchanged  for  the  Series  B  bonds  herein  authorized. 

4.  The  authority  herein  granted  shall  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

5.  Great  Western  Power  Company  of  California  shall  keep  such  record 
of  the  issue  and  sale  of  the  bonds  herein  authorized  and  of  the  dispo- 
sition of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty- 
fifth  day  of  each  month,  a  verified  report  as  required  by  the  Railroad 
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Commission's  General  Order  No.  24,  which  order,  in  so  far  as  appli- 
cable, is  made  a  part  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  July,  1921. 


Decision  No.  9305. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  CALIFORNIA-ORE(;ON 
POWBR  COMPANY  FOR  AN  ORDER  OF  THE  RAILROAD  CX3MMIS- 
SION  OF  THE  STATE  OF  CALIFORNIA  AUTHORIZING  THE  ISSl- 
ANCB  OF  BONDS,  THE  EXECUTION  OF  A  MORTGAGE  OR  DEED 
OF  TRUST  TO  SECURE  THE  SAME,  AND  THE  EXECUTION  AND 
DELIVERY  OF  TEMPORARY  CERTIFICATES  TO  BE  THEREAin^ER 
EXCHANGED  FOR  SUCH  BONDS. 


Application  No.  6574. 
Decided  July  30,  1921. 


By  the  Commission. 

THIRD  SUPPLEMENTAL  ORDER. 

Whereas,  the  Bailroad  Commission  by  Decision  No.  8731,  dated 
March  10,  1921,  as  amended,  authorized  The  California-Oregon  Power 
Company,  among  other  things,  to  issue  and  sell  at  not  less  than  95  per 
cent  of  face  value,  plus  accrued  interest,  $1,849,000  of  interim  certifi- 
cates and  to  issue  in  exchange  for  such  interim  certificates  $1,849,000  of 
first  and  refunding  mortgage  bonds,  subject  among  others,  to  the  con- 
dition that  the  proceeds  from  the  sale  of  such  bonds  be  expended  only 
as  authorized  by  the  Railroad  Commission  in  a  supplemental  order  or 
orders;  and 

Whereas,  the  Railroad  Commission  by  Decision  No.  9190,  dated 
June  30,  1921,  authorized  applicant  to  use  $824,900  of  such  proceeds  to 
pay  in  part  floating  indebtedness  referred  to  in  applicant's  first 
supplemental  petition  in  the  above  entitled  matter ;  and 

Whereas,  The  California-Oregon  Power  Company  reports  that  it 
proposes  to  use  the  remaining  $932,650  of  the  proceeds  from  the  sale 
of  said  $1,849,000  of  bonds  to  pay  construction  expenditures  and 
reorcranization  expenses  as  follows : 

1.  To  complete  the  Link  River  dam  and  make  provisions  for  storage 

in  the  Upper  Klamath  Lake $400,000  00 

2.  To  install  a  power  plant  on  Link  River  to  utilize  present  water 

rijfhts  and  provide  immediately  needed  power   (approximately)      .300,000  00 

3.  Additions  to,  and  betterments  of  the  transmission  and  distribu- 

tion system  of  the  company  in  1021,  estimated  at  $300,000. 
$145,000  of  which  will  come  from  depreciation  reserve  and 
sinkin;^  fund    (approximately)    155,000  00 

4.  Enfcinefring  and  preliminary  work  at  Prospect,  and  engineerinR 

and  construction  at  Copco  necessary  toward  the  installation  of 
a  second  unit  in  an  enlarpement  of  the  Copco  power  station  and 
reorganization  expense   < approximately)    77,C50  00 
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and 

Whereas,  applicant  reports  in  its  third  supplemental  petition  herein 
that  it  has  expended  during  the  five  months  ended  May  31,  1921,  the 
sum  of  $32,826.17  toward  the  construction  of  the  Link  River  dam,  and 
the  sum  of  $136,319.71  for  additions  and  betterments  to  its  transmission 
and  distribution  system ;  making  a  total  of  $169,145.88  of  construction 
expenditures  for  which  it  now  asks  permission  to  reimburse  itself 
through  proceeds  obtained  from  the  sale  of  bonds ;  and 

Whereas,  applicant  further  asks  permission  to  expend  in  addition  to 
the  $169,145.88,  not  exceeding  $150,000  of  the  proceeds  from  the  sale  of 
the  bonds  for  the  payment,  in  part,  of  the  foregoing  expenditures ;  and 

Whereas,  the  reported  expenditures  have  been  examined  by  the 
engineering  department  of  the  Railroad  Commission  and  appear  to  be 
proper  capital  charges,  and  the  Commission  being  of  the  opinion  that 
applicant's  request  should  be  granted :  now,  therefore; 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  8731,  dated 
March  10,  1921,  be  and  it  is  hereby  modified  so  as  to  permit  The  Cali- 
fornia-Oregon Power  Company  to  expend  an  additional  $319,145.88  of 
the  proceeds  realized  from  the  sale  of  the  bonds  authorized  to  be  issued 
and  sold  by  said  decision. 

The  authority  herein  granted  is  subject  to  conditions  as  follows : 

1.  One  hundred  sixty-nine  thousand  one  hundred  forty-five  dollars 
and  eighty-eight  cents  of  the  proceeds  herein  authorized  to  be  expended, 
shall  be  used  by  applicant  to  reimburse  its  treasury  for  the  construction 
expenditures  made  since  January  1,  1921,  and  prior  to  May  31,  1921, 
and  reported  in  the  third  supplemental  petition  in  this  proceeding. 

2.  One  hundred  fifty  thousand  dollars  of  the  proceeds  herein 
authorized  to  be  expended  shall  be  used  by  applicant  to  pay  in  part  the 
construction  expenditures  described  in  this  supplemental  order;  pro- 
vided, that  in  no  case  shall  the  money  expended  out  of  said  $150,000 
exceed  the  aggregate  amount  to  be  expended  as  hereinabove  set  forth ; 
and  provided  further  that  no  moneys  shall  be  used  to  pay  reorganization 
expenses  until  a  detailed  statement  thereof  has  been  filed  and  the 
payment  thereof  authorized  by  the  Railroad  Commission. 

3.  Applicant  shall  file  with  the  Railroad  Commission  detailed  state- 
ments showing  the  purposes  for  which  said  $150,000  was  expended. 

It  is  hereby  further  ordered^  that  the  order  in  Decision  No.  8731, 
dated  March  10,  1921,  as  amended,  shall  remain  in  full  force  and  effect, 
except  as  modified  by  this  third  supplemental  order. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  July,  1921. 
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Decision  No.  9306. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  ESCALON  WATER  AND 
LIGHT  COMPANY.  FOR  PERMISSION  TO  ISSCE  AND  ORDER  FOR 
SAME,  ONE  HUNDRED  THIRTY  DOLLARS  OF  STO(/K  IN  LIEU  OF 
STOCK    HERETOFORE    ISSUED   WITHOUT   PERMISSION. 


Application  No.  7014. 
Decided  July  30,  1921. 


F.  8.  Thornton y  for  Applicant. 

Martin,  Commissioner, 

ORDER. 

Whereas,  Escalon  Water  and  Light  Company,  in  this  application,  has 
applied  to  the  Railroad  Commission  for  permission  to  issue  $130  of  its 
common  capital  stock  in  lieu  of  stock  of  like  amount  heretofore  illegally 
issued  without  an  order  from  the  Railroad  Commission ;  and 

Whereas,  it  appears  that  the  $130  of  stock  was  originally  issued  to 
pay  in  part  the  cost  of  extensions,  additions  and  betterments  referred 
to  in  this  application,  and  that  applicant,  through  inadvertence  and 
with  no  intent  to  evade  the  provisions  of  the  Public  Utilities  Act,  issued 
stock  without  obtaining  an  order  from  the  Railroad  Commission, 

And,  a  public  hearing  having  been  held,  it  appearing  to  the  Railroad 
Commission  that  applicant's  request  should  be  granted:  now,  therefore; 

It  is  hereby  ordered,  that  Escalon  Water  and  Light  Company  be  and 
it  is  hereby  authorized  to  issue  at  par  on  or  before  September  30,  1921, 
$130  of  its  common  stock  for  the  purpose  of  paying  in  part  the  cost  of 
the  extensions,  additions  and  betterments  referred  to  in  this  application ; 

Provided,  that  the  stock  heretofore  illegally  issued  without  an  order 
from  the  Railroad  Commission  shall  be  returned  to  applicant's  treasury 
and  canceled,  and  the  stock  herein  authorized,  be  issued  in  lieu  thereof ; 
and 

Provided,  further,  that  Escalon  Water  and  Light  Company  keep  such 
record  of  the  issue  and  disposition  of  the  stock  herein  authorized  as  will 
enable  it  to  file,  on  or  before  thirty  days  from  such  issue,  a  verified 
statement  as  required  by  the  Railroad  Commission's  General  Order 
No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of  this  order. 

The  foregoing  order  is  hereby  approved  and  ordered  filed  as  the  order 
of  the  Railroad  Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  July,  1921. 
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Decision  No.  9312. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SAN  I)IE(iO  AND  ARIZONA 
RAILWAY  COMPANY  FOR  PERMISSION  TO  SELL  CERTAIN  OF  ITS 
EQI^IPMENT  (X)NSISTING  OF  ROLLIN(}  STOCK  AN1>  TO  MORT- 
GAGE CERTAIN  OF  ITS   REAL  ESTATE. 


Application  No.  6933. 
Decided  August  4,  1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

The  Railroad  Commission  having  by  Decision  No.  9242,  dated  July  16, 
1921,  authorized  San  Diego  and  Arizona  Railway  Company  to  assume 
the  obligations  under  a  certain  proposed  lease  agreement  and  equipment 
trust  agreement  and  having  authorized  the  issue  of  equipment  trust 
certitie^ies  for  the  purpose  of  enabling  applicant  to  stK?ure  the  use  of 
additional  equipment,  subject  among  others,  to  the  condition  that  none 
of  the  equipment  trust  certificates  be  delivered  until  the  Railroad  Com- 
mission by  supplemental  order  has  authorized  the  execution  of  the 
agreement  securing  the  payment  of  the  equipment  trust  certificates. 

And  San  Diego  and  Arizona  Railway  Company  having  filed  with 
the  Commission  a  copy  of  its  proposed  lease  agreement  and  equipment 
trust  agreement  and  also  a  copy  of  its  proposed  mortgage  securing  in 
part  the  payment  of  equipment  trust  certificates,  the  issue  of  which  the 
Commission  has  heretofore  authorized,  and  said  lease  agreement  and 
equipment  trust  agreement  and  said  mortgaofe  being  in  satisfactory 
form ; 

It  is  hereby  ordered,  that  San  Diego  and  Arizona  Railway  Company 
be  and  it  is  hereby  authorized  to  execute  a  lease  agreement,  an  equip- 
ment trust  agreement,  and  a  mortgage  substantially  in  the  same  form 
as  the  lease  agreement,  equipment  trust  agreement,  and  mortgage  filed 
in  this  proceeding,  provided, 

That  the  authority  herein  granted  to  execute  a  lease  agreement,  an 
equipment  trust  agreement,  and  a  mortgage  is  for  the  purpose  of  this 
proceeding  only  and  is  granted  in  so  far  as  this  Commission  has 
jurisdiction  under  the  terms  of  the  Public  Utilities  Act  and  is  not 
intended  as  an  approval  of  said  lease  agreement,  equipment  trust  agree- 
ment and  mortgage  as  to  such  other  legal  requirements  to  which  said 
lease  agreement,  equipment  trust  agreement  and  mortgage  may  be 
subject. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  9242, 
dated  July  16,  1921,  shall  remain  in  full  force  and  effect  except  as 
modified  by  this  first  supplemental  order. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  August,  1921. 
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Decision  No.  9319. 

IN  THE  MAIMER  OF  THE  APPLICATION  OF  JOSEPH  HELD  TO  LEASE 
TO  LOUIS  lAYKO  THE  RIGHT  TO  OPERATE  AUTO  STAGES  IN 
CM)NNECTION  WITH  THE  OPERATIVE  RKHIT  OF  JOSEPH  HELD 
ON  A  CERTAIN  SCHEDULE  FILED  WITH  THE  RAILROAD  COM- 
MISSION OF  THE  STATE  OF  CALIFORNIA. 


Application  No.  7045. 
Decided  August  5,  1921. 


Auto  Stager — Operative  Rights — Leases. — In  denyinj<  the  application  of  a 
holder  of  an  operative  right  to  lease  certain  runs,  the  Commission  held  that 
an  agreement  which  results  in  dividing  the  responsibility  of  a  legitimate 
holder  of  an  operative  right  and  without  according  any  additional  or  improved 
service,   is  against  public  interest  and  should  not  be  approved. 

By  the  Commission. 

ORDER. 

In  this  proceeding  Joseph  Held  has  filed  a  joint  application  with 
Louis  Layko  in  which  he  applies  to  the  Railroad  Commission  for  per- 
mission to  lease  to  the  latter  named  applicant  the  right  to  operate  a 
so-called  *'run"  between  Oakland  and  San  Jose  for  a  period  of  one  year 
at  a  monthly  rental  of  $150. 

Applicant  Held  is  at  the  present  time  the  holder  of  an  operative 
right  permitting  the  operation  of  an  automobile  passenger  stage  line 
between  the  cities  of  Oakland  and  San  Jose,  California,  such  operative 
right  having  been  secured  by  Joseph  Held  through  operation  in  good 
faith  prior  to  May  1,  1917,  and  continuously  since  that  date. 

There  are  at  the  present  time  associated  together  for  the  purposes  of 
effecting  a  uniform  time  schedule  seven  individuals  all  of  whom  hold 
operative  rights  between  the  cities  of  Oakland  and  San  Jose  and  in 
accordance  with  a  verbal  agreement  each  of  such  seven  individuals 
operate,  at  specified  periods,  what  are  designated  as  **runs"  between 
the  cities  above  named. 

T'^nder  the  present  application  applicant  Held  proposes  to  lease  to 
applicant  Layko  the  right  to  operate  two  round  trips  per  day  under 
his  certificate.  Applicant  Held  proposes  at  the  same  time  to  retain 
the  right  to  operate  other  *'runs"  which  he  controls  also  under  the  same 
certificate.  The  proposed  agreement,  if  approved  by  the  Railroad 
Commission,  would,  in  effect,  be  establishing  an  additional  restricted 
operative  right  in  addition  to  the  seven  existing  operative  rights  between 
the  cities  of  Oakland  and  San  Jose,  while  giving  to  the  public  no 
improvement  whatsoever  in  present  service  conditions,  but  permitting 
the  lessor  under  the  proposed  agreement  to  T)enefit  from  his  existing 
operative  right  to  the  extent  of  the  monthly  rental  stated  in  such 
proposed  lease,  without  incurring  the  expense  of  operation  or  assuming 
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any  of  the  obligations  incumbent  upon  this  class  of  common  carriers 
with  respect  to  the  leased  **runs/' 

The  Railroad  Commission  is  of  the  opinion  that  any  agreement  as 
herein  proposed,  which  results  in  dividing  the  responsibility  of  a 
legitimate  holder  of  an  operative  right  and  without  according  any 
additional  or  improved  service,  being  intended  only  to  operate  to  the 
profit  of  the  holder  of  an  operative  right,  is  against  public  interest  and 
should  not  receive  our  approval.    The  application  will  be  denied. 

It  is  hereby  ordered,  that  the  above  entitled  application  be  and  the 
same  hereby  is  denied. 

Dated  at  San  Francisco,  California,  this  fifth  day  of  August,  1921. 


Decision  No.  9323. 


IX  TIJE  MATFER  OF  THE  APPLICATION  OF  CALIFOKNIA  WHARF  AM) 
WAREHOUSE  COMPANY  TO  INCREASE  RATES. 


Application  No.  6808. 
Decided  August  5,  1921. 


I;y  the  Commission. 

OPINION. 

This  is  a  proceeding  in  which  the  California  Wharf  and  Warehouse 
Company  made  application  under  sections  15  and  63  of  the  Public 
Utilities  Act  for  permission  to  publish  on  one  day's  notice  certain 
increases  in  rates  for  receiving,  weighing  and  loading  of  grain  and  other 
products  at  the  applicant's  warehouse  at  Brentwood. 

A  public  hearing  was  held  before  Examiner  Satterwhite,  Friday, 
June  24,  1921,  and  the  matter  is  now  ready  for  opinion  and  order. 

The  evidence  showed  that  the  applicant  has  been  unable  to  operate  its 
warehouse  at  Brentwood  profitably,  in  fact,  it  was  shown  there  was  not 
sufficient  revenue  to  pay  ordinary  operating  expenses.  For  the  calendar 
year  ending  December  31,  1920,  the  total  operating  revenue  was 
$3,599.14  and  the  expenses  $4,683.82,  showing  an  actual  loss  of 
$1,064.68  and  these  figures  do  not  take  into  consideration  either  a  return 
upon  the  investment  or  a  depreciation  on  property. 

It  was  estimated  that  the  proposed  rates  applied  to  business  in  1921, 
based  on  the  tonnage  handled  in  1920,  would  produce  a  revenue  of 
$458.10  over  and  above  the  amount  of  revenue  accruing  in  1921.  Owing 
to  the  fact  that  the  warehouse  business  is  incidental  to  other  and  larger 
interests  of  the  applicant,  it  is  willing  to  forego  any  return  on  its 
investment  and  is  satisfied  to  reduce  its  operating  loss  as  indicated. 
For  these  reasons,  we  conclude  that  this  application  should  be  granted. 

ORDER. 

It  is  hereby  ordered,  that  the  California  Wharf  and  Warehouse 
Company  be  and  the  same  is  hereby  authorized  to  increase  its  rates  in 
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accordance  with  the  application  in  this  proceeding  upon  five  (5)  days 
notice  to  the  Commission  and  the  public,  publication  and  filing  to  be 
made  in  the  regular  manner. 

Dated  at  San  Francisco,  California,  this  fifth  day  of  August,  1921. 


Decision  No.  9330. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  S.  B.  COWAN  FOR  CER- 
TIFICATE OF  PITBLIC  CONVENIENCE  AND  NECESSITY  1\)  OPER- 
ATE FREIGHT  AND  TRUCK  SERVICE  BETWEEN  LOS  ANGELES 
AND  HTNTINGTON  PARK,  NORTIIAM,  OLINDA,  OLIVE,  CYPRESS. 
EL  AIODENA,    DELHI   AND    SUGAR   FACTORY. 

Application  No.  6570. 

IN  THE  MATTER  OF  THE  COMMISSIONS  INVESTHiATION  OF  THE 
EXTENT  OF  OPERATIONS  AND  CHARACTER  OF  SERVK  E  REN- 
DERED BY   S.  B.  COWAN  AS  A  TRANSPORTATION  COMPANY. 


Case  No.  1622. 
Decided  August  8,  1921. 


Auto  Truck  Service — Time  Schedule. — Truck  lines  are  required  to  oi)erate  uiwn 

published  schedules,  so  that  shippers  may  know  when  goods  may  be  shipixjd 

or    received. 
Tariff — Inconsistencies. — A  tariff  must  be  such  as  to  avoid  inconsistencies  and 

confusion  between  different  classes. 
Claims — Adjustments, — Applicant  directed   to  inaugurate  a  method  of  adjusting 

claims,  or  refer  them  to  the  Commission  for  adjustment  in  case  of  doubt. 

liinhop  and  Wellington  and  //.  U'.  Kidd,  for  Applicant,  in  Appli<*ation  No.  0570. 
Vr.  H.  Kidd,  for  S.  B.  Cowan,  in  (\ise  No.  1(122. 

Frank  Karr,  J.  IK  Tagguit  and   U'.  fi.  l*vrnjov,  for  Pacific  Electric  Railway. 
H.  ./.  (*rofm,  for  Southern  Pacitic  Company. 
T.  A.   Woodx,  for  American   Iliilway   Exprchs  Compauy. 
Joe  Rurke,   for   L.   L.   Smith. 

liY  THE   Commission. 

OPINION. 

By  Application  No.  6570,  S.  B.  Cowan,  operating  under  the  fictitious 
name  of  Triangle,  Orange  County  and  Santa  Ana  Express,  seeks 
authority  to  add  to  his  present  service,  freight  service  between  Los 
Angeles  and  Olinda,  Olive,  El  ^lodena,  Delhi  and  Sugar  Factory. 

Public  hearings  upon  the  application  were  held  by  Examiner  Westover 
in  Santa  Ana  and  Los  Angeles. 

At  the  first  hearing  in  Santa  Ana,  a  doubt  having  arisen  as  to  the 
regularity  and  nature  of  the  present  service  of  applicant,  most  of  which 
was  inaugurated  prior  to  May  1,  1917,  and  prior  to  the  time  when  the 
Commission  was  given  jurisdiction  over  transportation  companies,  the 
Commission,  upon  its  own  motion,  instituted  an  investigation  to 
determine  the  nature  and  extent  of  Mr.  Cowan's  operations  on  May  1, 
1917,  and  subsequent  thereto,  and  to  determine  whether  his  service  is 
reasonable  and  adequate. 
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At  the  Los  Angeles  hearing  it  appeared  that  one  shipper  had  three 
claims  for  small  amounts,  representing  double  charges  on  shipments 
which  had  been  prepaid  and  also  collected  from  the  consignee ;  and  two 
claims  for  breakage  and  damage  to  goods  in  transit.  These  claims  had 
been  pending  unadjusted  for  a  considerable  time,  and  after  considerable 
effort  and  loss  of  time  on  the  part  of  the  consignee,  two  of  the  claims 
for  overcharge  appear  to  have  been  finally  paid  by  Mr.  Cowan's  driver 
out  of  his  own  pocket,  there  being  no  testimony  indicating  that  the  driver 
was  subsequently  recompensed. 

.  Pending  the  second  hearing,  Mr.  Cowan  and  the  Commission's  service 
inspection  department  checked  over  his  present  service  very  carefully 
and  prepared  a  map  and  statement  showing  the  service  given  on  three 
separate  routes  by  which  points  in  Mr.  Cowan's  territory  are  regularly 
served  by  his  trucks.  It  appears  from  this  check  and  his  testimony  at 
the  hearing  that  points  shown  on  his  tariff,  C.  R.  C.  No.  1,  effective 
September  30,  1918,  with  the  exception  of  Tnstin,  are  all  served 
regularly.  By  leave  granted  at  the  hearing,  this  point  was  dropped 
from  his  tariff  and  present  application  amended  by  leave  to  omit  the 
proposed  service  to  Huntington  Park,  already  served,  to  Northam  and 
to  Cypress. 

Testimony  was  presented  tending  to  show  the  need  of  service  at 
Olinda,  El  Modena  and  Olive,  three  points  which  are  not  served  by  any 
truck  line*  El  Modena  is  served  by  the  Southern  Pacific's  Tustin 
branch  and  Olive  and  Olinda  by  the  Santa  Fe's  branch  line,  north  from 
Olive,  but  the  rail  service  is  infrequent  and  without  facilities  for  pick-up 
and  delivery,  which  are  included  in  applicant's  proposed  service.  Delhi 
and  Sugar  Factory  do  not  appear  to  need  additional  service,  and  the 
application  as  to  those  points  will  be  denied. 

It  developed  at  the  hearing  that  Mr.  Cowan  had  never  filed  a  time 
schedule  with  the  Commission  and  claimed  that  he  did  not  know  this 
was  necessary  in  the  case  of  a  freight  line.  It  is  of  course  desirable  that 
shippers  may  know  when  goods  may  be  shipped  or  received,  so  they  may 
plan  accordingly,  and  this  is  the  f?round  for  the  rule  requiring  such 
filing.  Truck  lines  are  required  to  operate  upon  published  schedules, 
although  the  exigencies  of  the  business  may  at  times  make  it  impossible 
to  keep  to  the  schedule  exactly,  as,  for  instance,  when  trucks  break  down. 

Mr.  Cowan  should  at  once  file  proper  schedules  and  inaugurate  a 
method  of  promptly  and  satisfactorily  adjusting  all  claims,  or  refer 
them  to  the  Commission  for  adjustment  when  an  honest  doubt  arises  as 
to  the  interpretation  or  application  of  tariffs,  classification,  rules  or 
regulations. 

It  also  developed  at  the  hearinpf,  incidentally,  that  confusion  exists 
in  C.  B.  C.  No.  1  as  to  applicaticm  of  minimum  rates.  By  Rule  5  of  the 
tariff  the  minimum  charge  for  a  single  shipment  is  25  cents  for  30 


Digitized  by 


Google 


334  CALIFORNIA  RAILROAD  COMMISSION  DECISIONS. 

pounds  or  less ;  35  cents  for  shipments  weighing  31  to  80  pounds,  and 
**50  cents  thereon,"  while  under  section  3,  Commodity  Rates,  there  is 
a  provision  covering  ** department  store  packages,  minimum  20  cents," 
and  ** department  store  packages  40  cents  per  100  pounds.'*  These 
inconsistencies,  with  any  others  which  may  develop  by  careful  study  of 
the  tariff  on  the  part  of  Mr.  Cowan  and  his  advisers,  should  be 
eliminated  by  preparation  and  filing  of  a  new  tariff. 

ORDER. 

A  public  hearing  having  been  held  upon  the  above  entitled  case  and 
application,  the  matter  being  submitted  and  ready  for  decision: 

The  Railroad  Commission  hereby  finds  that,  so  far  as  appears  from 
the  testimony,  S.  B.  Cowan,  operating  freight  and  express  truck  service 
between  Los  Angeles  and  Santa  Ana  and  intermediate  points,  under 
the  fictitious  name  of  Triangle,  Orange  County  and  Santa  Ana  Express, 
is  rendering  reasonably  adequate  service  to  all  of  the  points  mentioned 
in  his  tariff,  C.  R.  C.  No.  1,  except  to  Tustin,  and  with  reasonably 
adequate  facilities  therefor. 

The  Railroad  Commission  hereby  declares  that  public  convenience  and 
necessity  require  the  operation  by  said  S.  B.  Cowan  of  a  freight  and 
express  truck  service  between  Los  Angeles  and  points  now  served  by 
him,  as  shown  in  his  tariff  C.  R.  C.  No.  1,  on  the  one  hand,  and  Olinda, 
El  Modena  and  Olive  on  the  other  hand. 

The  operative  rights  and  privileges  hereby  established  may  not  be 
transferred,  leased,  sold  nor  assigned,  nor  the  said  service  abandoned 
unless  the  written  consent  of  the  Railroad  Commission  thereto  has  first 
been  procured. 

No  vehicle  may  be  operated  in  said  service  unless  said  vehicle  is  owned 
by  the  applicant  herein  or  is  leased  by  said  applicant  under  a  contract 
or  agreement  satisfactory  to  the  Railroad  Commission; 

It  is  hereby  ordered,  that  applicant  shall  within  twenty  days  from 
the  date  hereof  file  with  the  Railroad  Commission  his  schedules  and 
tariffs  covering  said  proposed  service,  which  shall  be  in  addition  to 
proposed  schedule  and  tariff  accompanying  the  application,  and  shall 
set  forth  the  date  upon  which  the  operation  of  the  line  hereby  author- 
ized will  commence,  which  date  shall  be  within  ninety  days  from 
date  hereof,  unless  time  to  begin  operating  is  extended  by  formal 
supplemental  order. 

The  authority  herein  contained  shall  not  become  effective  until  and 
unless  the  above  mentioned  schedules  and  tariffs  are  filed  within  the 
time  herein  limited. 

It  is  hereby  fartJier  ordered,  that  said  S.  B.  Cowan  be  and  he  is  hereby 
directed  to  file  with  the  Commission  within  twenty  days  a  time  schedule 
showing  the  time  of  arrival  and  departure  at  each  town  on  each  route 
and  each  schedule,  and  to  operate  on  such  schedules  as  nearly  as  may  be ; 
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and  a  statement  showinof  the  several  routings  of  his  trucks  now  serving 
in  the  territory  between  Los  Angeles  and  Santa  Ana  and  the  points 
hereinabove  authorized  to  be  served ;  and  that  within  twenty  days  he  file 
revised  tariff  clearly  showing  rates  and  minimum  charges,  classifications, 
rules  and  regulations  applying  to  traffic  moving  over  his  said  routes. 

//  is  hereby  further  ordered,  that  said  S.  B.  Cowan  at  once  proceed 
to  settle  all  just  claims  of  his  shippers  for  overcharges  now  pending 
undetermined,  and  hereafter  use  all  reasonable  endeavor  to  promptly 
adjust  and  pay  all  just  overcharge  claims. 

Dated  at  San  Francisco,  ('alifornia,  this  eii^hth  day  of  August,  1921. 


Decision  No.  9331. 


IN  THE  MA'l^KH  OK  TIIK  APPLKWTIOX  OF  A.  R.  lUiAND,  OWNER  OF 
BLAND  STA(iES.  FOU  AN  OUDEU  (JKANT1N(;  PEUMISSION  TO 
INCREASE  FARES  RETWEEN  IIOLTVILI.E  AND  EI.  CENTRO,  CALI- 
FORNIA. 


Application  No.  6809. 
Decided  August  8,  1921. 


By  tuk  Commission. 

ORDER. 

This  is  a  proceeding  filed  May  7, 1921,  in  which  A.  B.  Bland,  operating 
under  the  name  of  Bland  Stages,  carrying  passengers  by  auto  stage 
between  Iloltville  and  El  Centro,  C'alifornia,  makes  application  under 
Rules  10  and  11  of  General  Order  No.  51  for  authority  to  establish  a 
one-way  fare  of  35  cents  instead  of  the  present  fare  of  50  cents  between 
Holt\dlle  and  Mellowland,  a  reduction  of  15  cents;  a  fare  of  35  cents 
iastead  of  50  cents  between  Mellowland  and  El  Centro,  a  reduction  of 
15  cents ;  a  fare  of  60  cents  instead  of  50  cents,  an  increase  of  10  cents, 
between  Holtville  and  El  Centro,  and  to  eliminate  the  present  round  trip 
fare  of  90  cents  between  Holtville  and  El  Centro. 

Exhibit  **A,'*  filed  with  the  original  application,  is  a  statement  of 
revenue  and  expenses  for  a  period  of  eight  months,  July,  1920,  to 
February,  1921,  inclusive,  and  shows  an  operating  deficit  of  $2^936.33. 
Exhibit  **B,'*  filed  with  the  application,  shows  a  travel  check  for  July 
and  August,  1920,  and  January  and  February,  1921,  indicating  that  the 
adjustment  of  rates  requested,  based  on  these  four  months,  would  still 
result  in  an  annual  deficit. 

Set  up  in  the  operating  expense  is  an  item  of  interest  in  the  amount 
of  $462  covering  eight  months  which  should  not  be  included  in  these 
expenses  at  all.  There  is  also  an  item  of  $200  salary  for  the  applicant. 
We  believe  $200  a  month  is  excessive  for  the  management  of  a  business 
with  no  greater  gross  revenue  than  is  here  shown.     Using  the  certified 
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figures  givon  by  Exhibits  *'A"  and  ''B/'  attached  to  and  made  a  part 
of  the  application,  it  is  apparent  that  if  these  changes  in  rates,  increases 
and  reductions,  were  authorized,  there  would  still  be  a  net  loss. 
Eliminating  the  items  of  interest  and  the  salary  allowed  the  owner,  and, 
further,  taking  into  consideration  that  the  prices  of  gasoline,  tires  and 
other  materials  have  recently  decreased,  we  are  of  the  opinion  that  the 
granting  of  this  application  will  meet  operating  expenses  and  yield  some 
return  on  the  investment. 

The  ('ommission  is  in  receipt  of  a  communication  from  the  Holtville 
Commercial  Club,  advising  that  it  approves  the  proposed  changes;  it 
also  submitted  copy  of  a  resolution  passed  by  the  club  indorsing  the 
application  and  urging  that  the  Commission  grant  the  same  upon  the 
grounds  that  there  is  need  for  more  frequent  service  and  better  equip- 
ment which,  according  to  investigation,  could  not  be  secured  under  the 
passenger  fares  now  in  effect. 

We  believe  this  is  a  matter  in  which  a  public  hearing  is  not  necessary 
and  that  this  application  should  be  granted. 

It  is  hereby  ordered,  that  this  application  should  be  and  the  same  is 
hereby  granted. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  August,  1921. 


Decision  No.  9333. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  CITRUS  RELT  GAS  COM- 
PANY  TO  SELL,  AND  OF  SOUTHERN  CALIFORNIA  GAS  COMPANY 
TO  BUY,  (CERTAIN  PROPERTY  IN  THE  CITIES  OF  REDLANDS, 
COLTON  AM)  SAN  BERN.VRDINO,  IN  SAN  BERNARDINO  COI  NTY, 
AND  IN  THE  CITY  OF  CORONA.  IN  RIVERSIDE  COUNTY,  STATE 
OF  (CALIFORNIA;  OF  SOUTHERN  C.UvIFORNIA  GAS  COMPANY 
FOR  CERTIFK^ATES  OF  PUBLIC  CONVENIENC^E  AND  NECESSITY 
TO  EXERCISE  CERTAIN  FRANCHISES  GRANTED  BY  SAID  CITIES, 
OR  APPLIED  FOR;  FOR  THE  APPROVAL  OF  A  CERTAIN  CON- 
TRACT ENTERED  INTO  BETWEEN  CITRUS  BELT  GAS  COMPANY 
AND  SOUTHERX  CALIFORNIA  GAS.  COMPANY,  AS  OF  DATE  JUNE 
14,  11)21,  AND  OF  THE  SOUTHERN  CALIFORNIA  GAS  COMPANY 
FOR  PERMISSION  TO  ISSUE  BONDS  PURSUANT  TO  SAID  CON- 
TRACT. 


Application  No.  6917. 
Decided  August  8,  1921. 


By  the  Commission. 

SECOND  SUPPLEMENTAL  ORDER. 

The  Railroad  Commission  having  by  Decision  No.  9238,  dated  July  15, 
1921,  authorized  Southern  California  Gas  Company  to  issue  $365,000 
of  its  first  and  refunding  mortgage  bonds,  due  March  1,  1951,  and  the 
mortgage  securing  the  payment  of  said  bonds  providing  that  $365,000 
of  the  company's  first  mortgage  bonds  shall  be  deposited  with  the  trustee 
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under  the  first  and  refunding  mortpraore  as  a  condition  precedent  to  the 
issue  of  the  $365,000  of  first  and  refunding  mortgage  bonds,  and 
applicant  having  requested  the  Commission  to  modify  its  order  of 
July  15,  1921,  accordingly,  and  the  Commission  having  considered 
applicant's  request  and  being  of  the  opinion  that  it  should  be  granted. 

It  is  hereby  ordered,  that  the  order  of  the  Commission  in  Decision 
No.  9238,  dated  July  15, 1921,  be  and  it  is  hereby  modified  so  as  to  permit 
Southern  California  Gas  Company,  to  issue  $365,000  of  first  and  refund- 
ing mortgage  thirty-year  7  per  cent  gold  bonds  due  March  1,  1951,  and 
to  secure  in  part  the  payment  of  said  bonds  by  the  issue  and  deposit  of 
$365,000  of  applicant's  first  mortgage  bonds  with  the  trustee  under 
applicant 's  first  and  refunding  mortgage. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  9238,  dated 
July  15, 1921,  shall  remain  in  full  force  nnd  effect,  except  as  modified  by 
this  second  supplemental  order. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  August,  1921. 


Decision  No.  9338. 

I\  THE  MATTER  OF  THE  APPLICATION  OF  THE  CITY  OF  PALO  ALTO 
FOR  AN  ORDpnt  OF  THE  RAH.ROAD  COMMISSION  ORANTINH}  A 
PERMANENT  PERMIT  TO  (V)NSTRI  CT  A  (iR.VDE  CROSSINc;  AT 
OR  NEAR  THE  INTERSECTION  OF  PAU)  ALTO  AVEME  AND 
ALMA   STREET. 


Application  No.  3708. 
Decided  August  9,  1921. 


yorman  E.  Maleolm,  for  Applicant. 
('.  P.   (^ooley,   for  County  of   Santa   Clara. 
H.  H.  (Jogarty,  for  Southern  Pacific  Company. 
I).    /.  Howard,   in   propria   persona. 

Benedict,    Commismonvr. 

SUPPLEMENTAL  OPINION. 

In  Decision  No.  5484,  dated  June  18,  1918,  in  the  above  entitled 
proceeding,  this  Commission  authorized  the  construction  of  a  temporary 
grade  crossing  at  or  near  the  intersection  of  Palo  Alto  avenue  and  Alma 
street  over  the  tracks  of  Southern  Pacific  Company,  the  crossing  actually 
being  located  in  the  county  of  Santa  Clara,  unincorporated,  the  author- 
ization therein  granted  expiring  two  years  from  the  date  of  decision. 

In  this  present  proceeding  the  city  of  Palo  Alto  asks  for  an  order 
granting  the  right  to  a  permanent  grade  crossing  at  this  same  location. 

By  Decision  No.  806,  dated  July  23,  1913,  in  Application  No.  352, 
permission  was  denied  the  county  of  Santa  Clara  to  eoiLstruct  a  grade 
crossing  at  this  location,  the  Commission  holding  that  if  a  crossing  were 
here  desired  it  should  be  by  means  of  a  subway  under  the  tracks.     The 
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order  also  provided  for  a  division  of  the  expense  of  constructing  the 
subway,  which,  however,  has  not  been  installed. 

A  public  hearing  was  held  at  Palo  Alto  on  Jtine  23,  1921,  and  the 
matter  was  submitted.  At  this  hearing  the  county  of  Santa  Clara  repre- 
sented that  the  temporary  crossing  had  proven  to  be  a  safe  one  during 
the  war  when  the  many  soldiers  who  were  stationed  at  Camp  Fremont 
used  the  crossing — a  traffic  in  excess  of  the  present  traffic — and  argued 
for  the  permanent  crossing  at  grade. 

Witnesses  for  the  city  of  Palo  Alto  followed  this  same  line  of  argument 
and  the  city's  representative  brought  out  the  fact  that  while  the  city  has 
issued  bonds  in  the  amount  of  $9,500  to  pay  its  proportion  of  the  expense 
of  constructing  the  subway,  because  of  the  increased  cost  of  labor  and 
materials  the  cost  of  the  subway  had  risen  from  approximately  $28,000 
to  $55,000,  the  city  was  no  longer  in  a  position  to  assume  its  proportion 
of  the  cost,  nor  was  it  willing  to  expend  about  twice  as  much.  Other 
evidence  was  introduced  dealing  with  the  relocart;ion  of  roads  and  opening 
up  new  tracts  for  home  building  in  the  vicinity. 

The  Southern  Pacific  Company  stated  that  the  original  estimate  had 
now  increased  to  about  $55,000  and  suggested,  in  view  of  the  falling 
market  and  some  uncertainty  in  the  future  use  of  the  crossing,  due  to  the 
construction  of  roads  and  homes  in  the  vicinity,  that  the  temporary 
crossing  be  continued  for  two  years,  at  the  expiration  of  wiiich  the  matter 
might  be  finally  determined.  The  railroad  also  stated  that  two  shifts 
of  flagmen  were  employed  at  this  crossing  at  an  expense  of  $194  each 
month. 

Mr.  D.  I.  Howard  stated  that  he  had  purchased  the  property  at  the 
corner  of  Palo  Alto  avenue  and  Alma  street  and  wished  to  be  placed  on 
record  as  opposing  the  subway  because  of  possible  damages  to  his 
property  because  of  the  lowering  of  the  streets  at  their  intersection. 

Witnesses  for  both  the  city  and  the  railroad  were  asked  where,  in 
their  judgment,  a  subway  in  Palo  Alto  would  be  of  most  benefit  to  most 
people,  and  in  reply  stated  at  or  near  University  avenue. 

The  Commission's  engineer  asked  for  statistics  showing  both  the 
vehicular  and  railroad  traffic  over  the  crossing.  These  data  were  to  be, 
and  have  since,  been  furnished.  The  following  tabulation  gives  a  check 
of  the  traffic  at  both  Palo  Alto  avenue  and  T^niversity  avenue  grade 
crossings : 

Check  of  Traffic  at  Palo  Alto  Avenue,  Palo  Alto. 

For  24-hour  period  starting  G  a.m.  For  24-hour  period  starting  6  a.m. 

June  2G — Sunday  :  June  27 — Monday  : 

Automobiles    212  Automobiles    243 

Motorcycles    0  Motorcycles    7 

Teams    18  Teams    30 

Pnlestrians    86  Pedestrians    85 

Bicycles    13  Bicycles    73 

Total 32t>       Total   438 
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Check  of  Traffic  at  University  Avenue,  Palo  Alto. 
For  24-hour  period  starting  0  a.m.  For  24-hour  period  Htarting  G  a.m. 

June  2(5 — Sunday  :  June  27 — Monday  : 

.Vutomobiles 4005   Automobiles   3840 

Motorcycles    00   Motorcycles    103 

Teams 81    Teams    32 

rede8tri!ins    1493    Pedestrians    701 

Bicycles    415    Bicycles    351 


Total G144       Total   5087 

The  train  movements  are  24  regular  passenger  trains  each  way  each 
24  hours,  or  a  total  of  48,  and  4  freight  trains  each  way  per  day,  or  a 
total  of  8,  making  a  grand  total  of  56  train  movements  per  day  through 
J*alo  Alto  and  across  these  crossings. 

I  am  impressed  both  with  the  statement  of  witnesses  and  the  traffic 
counts  to  the  eflfect  that  University  avenue  seems  to  be  the  location  of 
a  subway  which  would  best  suit  public  convenience  and  necessity  and 
believe  that  it  might  possibly  be  unwise  to  expend  $55,000  at  Palo  Alto 
when  possibly  this  amount  would  do  much  more  good  if  expended  in  some 
other  location.  The  traffic  counts  at  Palo  Alto  avenue  show  a  light 
traffic,  about  eight  (8)  per  cent  of  that  of  University  avenue. 

From  the  testimony  given  concerning  proposed  roads  in  the  vicinity 
of  the  crossing  it  appears  quite  certain  that  within  a  reasonably  short 
time  the  present  uncertainty  as  to  the  location  of  the  proposed  roads  and 
the  traffic  over  them  will  be  cleared. 

Under  these  circumstances  the  logical  solution  seems  to  permit  the  use 
of  the  present  crossing  at  grade  for  approximately  two  years. 

The  following  form  of  order,  and  a  similar  order  in  Application  352, 
is  recommended : 

SUPPLEMENTAL  ORDER. 

City  of  Palo  Alto  having  asked  for  an  order  making  permanent  the 
authority  to  establish  a  grade  crossing  across  the  tracks  of  Southern 
Pacific  Company  at  or  near  their  intersection  with  Palo  Alto  avenue 
and  Alma  street,  Palo  Alto,  as  shown  on  the  maps  and  exhibits,  a  public 
hearing  having  been  held  and  the  matter  having  been  submitted. 

It  is  hereby  ordered,  that  county  of  Santa  Clara  be  and  the  same  is 
hereby  authorized  to  maintain  until  July  1,  1923,  but  not  thereafter, 
tliat  certain  grade  crossing  authorized  in  Decision  5484  across  the  tracks 
of  Southern  Pacific  Company  at  or  near  the  intersection  of  Palo  Alto 
avenue  and  Alma  street,  Palo  Alto. 

The  foregoing  supplemental  opinion  and  order  are  hereby  approved 
and  ordered  filed  as  the  supplemental  opinion  and  order  of  the  Railroad 
Commission. 

Dated  at  San  Francisco,  California,  this  ninth  day  of  August,  1921. 
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Decision  No.  9339. 

IX  TIIK  MATTKR  OF  THE  APPLK^VnOX  OF  WKSTERX  STATES  OAt^ 
AXD  ELECTIUC  COMPAXY  FOU  AX  ORDER  At'THORIZIXfJ  THE 
ISSUE  OF  PREFERRED  STOCK  OF  THE  PAR  VALUE  OF  ONE  HUN- 
DRED ELEVEX  THOUSAND  DOLLARS. 


Application  No.  7009. 
Decided  Augrust  9,  1921. 


Chwhcring  and  Orcffory,  by  Alien   L.   Chickvring^   for  Applicant. 

rx)VELAN»,  Commissioner. 

OPINION. 

Western  States  Gas  and  Electric  Company  asks  permission  to  issue 
and  sell  $111,000  of  its  7  per  cent  cumulative  preferred  stock  to 
reimburse  its  treasury  or  liquidate  indebtedness  incurred  by  it  by  making 
payments  into  its  sinking  fund.  The  company  intends  to  sell  the  stock 
at  par  but  asks  permission  to  use,  for  the  sale  thereof,  not  exceeding  10 
per  cent  of  the  proceeds. 

Applicant  reports  that  since  December  1,  1919,  it  has  paid  $344,400 
into  the  sinking  fund  of  its  first  and  refunding  mortgage  bonds  and 
$62,250  into  the  sinking  fund  of  the  American  River  Electric  Company 
bonds  and  that  the  money  so  paid  to  the  various  trustees  has  been  used 
to  retire  $51 1 ,000  of  bonds.  In  asking  permission  to  issue  stock  to  refund, 
in  part,  these  sinking  fund  payments,  applicant  emphasizes  the  fact  that 
the  sinking  fund  provision  of  its  first  and  refunding  mortgage  is 
extremely  burdensome,  requiring  the  company  to  pay  the  trustee,  on  the 
first  day  of  June  and  December  of  each  year  an  amount  equivalent  to 
If  per  cent  of  the  first  and  refunding  mortgage  bonds  certified  and 
issued,  including  bonds  pledged  as  collateral  and  bonds  redeemed. 

As  of  May  31,  1921,  applicant  reported  $7,189,500  of  first  and 
refunding  bonds  issued,  consisting  of  $1,724,000  pledged  as  collateral, 
$4,206,500  actually  outstanding  in  the  hands  of  the  public  and  $1,242,000 
redeemed,  and  $17,000  in  the  treasury  of  the  company. 

The  Commission  heretofore,  by  Decision  No.  7276,  dated  March  17, 
1920,  and  by  Decision  No.  8791,  dated  March  28,  1921,  has  authorized 
applicant  to  issue  stock  to  refund  part  of  its  sinking  fund  payments. 

I  believe  the  application  should  be  granted,  it  being  understood, 
however,  that  the  granting  of  such  permission  in  no  way  commits  the 
Commission  to  a  policy  of  granting,  in  the  future,  permission  of  a  similar 
nature  either  to  applicant  or  to  any  other  utility. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Western  States  Gas  and  Electric  Company  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  stock,  a  public  hearing 
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having  been  held,  and  it  appearing  to  the  Railroad  Commission  that  the 
money,  property  or  labor  to  be  procured  or  paid  for  by  the  issue  of  such 
stock  is  reasonably  required  for  the  purpose  specified  in  this  order  and 
that  the  expenditures  for  such  purpose  are  not  in  whole  or  in  part 
reasonably  chargeable  to  operating  expenses  or  to  income; 

//  is  hereby  ordered,  that  Western  States  Gas  and  Electric  Company 
be  and  it  is  hereby  authorized  to  issue  and  sell  at  not  less  than  par 
$111,000  of  its  7  per  cent  cumulative  preferred  stock  and  to  use  the 
proceeds  to  reimburse  its  treasury  because  of  surplus  earnings  used  to 
meet  sinking  fund  payments  or  to  pay  indebtedness  incurred  in  making 
such  sinking  fund  payments. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  Applicant  may  use  in  the  sale  of  the  stock  herein  authorized,  not 
exceeding  10  per  cent  of  the  proceeds. 

2.  The  authority  herein  granted  to  issue  stock  shall  apply  only  to  such 
stock  as  may  be  issued,  sold  and  delivered  on  or  before  December  31, 
1921. 

3.  Western  States  Gas  and  Electric  Company  shall  keep  such  record 
of  the  issue  and  sale  of  the  stock  herein  authorized  and  of  the  dispositio?^ 
of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day 
of  each  month,  a  verified  report  as  required  by  the  Railroad  Commis- 
sion's General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is 
made  a  part  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  ninth  day  of  August,  1921. 


Decision  No.  9340. 


IN  THK  MATTER  OF  THE  APPLICATIOX  OF  (MTIZEXS  LAND  AXI) 
WATER  COMPANY  OF  IPLAND,  FOR  AX  ORDER  ArTHORIZlXC; 
REXEWAL  OF   XOTES. 


Application  No.  7013. 
Decided  Augu.st  10,  1921. 


f7itf«.   /'.   FulUr,   for  Applicant. 

By  the  Commission. 

OPINION. 

In  this  application,  as  amended  at  the  hearing,  Citizens  Land  and 
Water  Company  of  Upland  asks  permission  to  issue  its  promissory  notes 
in  the  aggregate  face  amount  of  $22,800. 
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A  public  hearing  was  held  before  Examiner  Williams  at  Los  Angeles 
on  August  6, 1921. 

The  company,  which  was  organized  on  February  12,  1903,  is  engaged 
in  the  distribution  of  water  for  domestic  and  industrial  purposes  in  the 
city  of  Upland,  San  Bernardino  County.  It  reports,  on  December  31, 
1920,  745  consumers.  For  the  years  ending  December  31,  applicant 
reports  its  earnings  as  follows : 


Item 


1918 


1W9 


1920 


Operating  revenues 
Operating  expenses 


Net  operating  revenues. 
Nonoperating  revenues 


Gross  corporate  income- 
Deduct— 
Interest  on  funded  debt- 
Other  interest 

UncoUectible  bills 


Total  deductions 


Surplus  for  year. 

Dividends  

Other  deductions  

Surplus  at  beginning  of  year- 
Surplus  at  end  of  year 


^11,562  15 
7,084  89 


^12,755  07 
9,362  28 


$4,477  26 
27  45 


$3,392  79 
49  75 


$4,504  71  ,     $3,442  54 


$750  00  I 
1,553  79 
3  70 


$750  00 

1,490  16 

54  31 


$2,197  22 

600  00 

©43  00 

17,637  21 

18v591  43 


$1,148  07 
600  00  I 


18,591  43 
19,139  50 


$14.:':64  87 
9.955  44 


$4,409  43 
60  50 


$4,469  9:i 

$750  00 
1,394  65 


$2,307  49  I     $2,294  47  ;       $2,144  65 


$2,325  28 
600  00 


19.189  50 
20,8&1  78 


Applicant  reports  outstanding  $20,000  of  stock,  $15,000  of  twenty- 
year  5  per  cent  bonds  due  May  1,  1923,  and  $22,800  of  short  term  notes. 

Applicant  asks  permission  to  refund  the  $22,800  of  notes.  It  appears 
from  the  testimony  of  Chas.  P.  Fuller,  applicant's  secretary,  that  the 
notes  were  issued  without  permission  from  the  Railroad  Commission 
through  inadvertence  and  with  no  intent  to  evade  the  provisions  of  the 
Public  Utilities  Act.  His  testimony  further  shows  that  the  $22,800  of 
notes  were  issued  in  renewal  of  earlier  notes  that  represented  indebted- 
ness originally  incurred  in  the  construction  of  extensions,  additions  and 
betterments.  Mr.  Fuller  testified  that  the  purposes  for  which  the  $22,800 
was  expended  were  properly  chargeable  to  capital  account  and  consisted 
in  general  of  the  development  of  its  well  in  Upland,  the  construction  of 
a  concrete  reservoir,  and  for  additional  pipe  lines. 

At  the  hearing  applicant  amended  its  petition  so  as  to  ask  permission 
to  renew  the  $22,800  of  notes  from  time  to  time,  provided  that  the  com- 
bined terms  of  the  notes  herein  authorized,  and  those  issued  in  renewal 
thereof,  should  not  exceed  three  years  from  the  date  of  the  first  notes 
issued  under  this  order. 
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ORDER. 

Citizens  Land  and  Water  Company  of  Upland  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  notes,  a  public  hearing 
having  been  held,  and  it  appearing  to  the  Railroad  Commission  that  the 
money,  property  or  labor  to  bo  procured  or  paid  for  by  such  issue  is 
reasonably  required  for  the  purpose  or  purposes  specified  herein  and 
that  the  expenditures  for  such  purpose  or  purposes  are  not  in  whole  or 
in  part  reasonably  chargeable  to  operating  expense  or  to  income ; 

It  is  hereby  ordered,  that  Citizens  Land  and  Water  Company  of 
Upland  be  and  it  is  hereby  authorized  to  issue  not  exceeding  $22,800  face 
value  of  three-year  notes  bearing  interest  at  not  exceeding  8  per  cent 
per  annum,  for  the  purpose  of  refunding  the  indebtedness  referred  to 
in  this  application. 

The  authority  herein  granted  is  subject  to  the  following  conditions : 

1.  The  notes  heretofore  issued  without  an  order  from  the  Railroad 
Commission  shall  be  returned  to  applicant  and  canceled,  and  the  notes 
herein  authorized  shall  be  issued  in  lieu  thereof. 

2.  Applicant  may,  if  it  so  desires,  issue  the  notes  for  a  term  less  than 
three  years,  and  renew  the  notes  so  issued  from  time  to  time,  provided 
that  the  combined  terms  of  the  notes  issued  for  a  term  of  less  than  three 
years  and  those  issued  in  renewal  thereof  shall  not  exceed  three  ye^rs 
from  the  date  of  the  first  notes  issued  under  this  order. 

3.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

4.  Citizens  Land  and  Water  Company  of  Upland  shall  keep  such 
record  of  the  issue  and  disposition  of  the  notes  herein  authorized  as  will 
enable  it  to  file,  on  or  before  the  twenty-fifth  day  of  each  month,  a 
verified  report,  as  reciuired  by  the  Railroad  Commission's  General  Order 
No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of  this  order. 

Dated  at  San  Francisco,  California,  this  tenth  day  of  August,  1921. 


Decision  No.  9352. 

CITY  AM)  C'OrNTV  OF  SAN  FUAXCISCO,  A  AirMClPAL  COUroUATlOX, 

vs. 

SPKINfi   VALLEY   WATER  COMPANY. 
Case  No.  842. 

IX  THE  MATTEU  OF  THE  APPLICATIOX  OF  SPUIXG  VALLEY  WATER 
COMPAXY.  FOR  PERAUSSIOX  TO  INCREASE  THE  RATES  AND 
CHARGES  FOR  WATER  FCRXISIIEI)  BY  IT  TO  THE  CITY  AXD 
COUNTY  OF  SAX   FRAXCISCO  AXD  ITS   IXHAHITAXTS. 


Application  No.  2739. 
Decided  August  12,  1921. 


Spring   Valloy   Water   Company   granttnl   a   20   imt  cont    incroaso   in   rates   upon 
conditions  designed  to  provide  an  adequate  water  supply  for  San  Francisco  pending 
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completion  of  the  Hetch  Hetchy  project  and  to  avoid  exi>en8ive  duplication  of 
facilities. 

Conditional  upon  the  city  and  county  of  San  Francisco  constructing  itf  proposed 
Hetch  Hetchy  conduit  from  Xiles.  Alameda  County,  to  Crystal  Spring  resprvo>. 
San  Mateo  County,  with  pump  station  at  Ravenswood  and  agreeing  to  the  use  of  this 
by  Spring  VaUey  at  a  yearly  rental  not  exceeding  $250,000,  the  Spring  Valley 
Company  is  required  to  spend  $1,.^<X>.C00  to  increase  the  capacity  of  Calaveras 
reservoir   by   24,000,000  gallons. 

Spring  Valley  is  required  to  create  a  fund  out  of  surplus  to  amortize  this 
capital  expenditure  and  in  the  event  that  the  properties  of  th?  utility  should  be 
purchased  by  the  city  and  county  of  San  Francisco  prior  to  January,  1932,  this 
fund  shall  be   transferred   to   the  city. 

McCuU'hen,   Willard,  Mannon  and  Green,  by  E.  J.  MvCuichen  and   Allan  P.  Mat- 
thew, for  Spring  Valley  Water  Company. 
John  J.  Daily,  for  city  and  county  of  San  Francisco. 
C.  D.  Salfield,  in  propria  persona. 

Bbundige,  Loveland  and  Benedict,  Commissioners. 

OPINION. 
The  above  entitled  proceedings  were  consolidated  for  hearing  and 
decision. 

On  April  5,  1921,  Spring  Valley  Water  Company  filed  its  second 
amended  supplemental  petition  in  Application  No.  2739.  In  the 
amended  and  supplemental  petition,  the  company  asks  the  Commis- 
sion to  make  an  order  granting  permission  to  increase  the  rates  and 
charges  in  such  amounts  as  will  yield  the  company  a  just  and  reason- 
able return  upon  the  value  of  its  properties  used  and  useful  in  the 
public  service. 

The  company  also  asks  the  Commission  to  make  an  order  requiring 
petitioner  to  charge  and  collect  rates  based  upon  actual  consumption 
and  upon  the  same  general  principles  as  those  made  effective  by  Deci- 
sion No.  5730,  dated  September  3,  1918. 

In  Case  No.  842,  as  originally  filed,  the  city  and  county  of  San 
Francisco  questioned  the  rates  of  the  Spring  Valley  Water  Company. 
At  the  hearing  had  on  the  second  amended  and  supplemental  petition 
in  Application  No.  2739,  the  city  and  county  of  San  Francisco  did  not 
question  the  present  rates  of  the  company,  but  rather  contended  that 
the  company  should  forthwith  take  steps  to  augment  the  water  supply 
of  the  city  and  county  of  San  Francisco  and  that  any  expenditures 
made  by  the  company  for  that  purpose  should  be  made  as  suggested 
by  the  city's  engineers,  so  that  the  properties  acquired  or  constructed 
can  be  used  in  conjunction  with  the  city's  Hetch  Hetchy  project. 

A  decision  in  the  original  proceedings  was  postponed  pending  the 
sale  of  the  properties  of  the  Spring  Valley  Water  Company  to  the 
city  and  county  of  San  Francisco.  On  November  24,  1920,  the  Com- 
mission made  a  report  fixing  $37,000,000  as  a  reasonable  compensation 
for  such  properties  of  Spring  Valley  Water  Company  as  the  city  and 
county  of  San  Francisco  desired  to  acquire.     At  the  election  held  on 
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March  8,  1921,  the  purchase  proposal  failed  to  secure  the  necessary 
two-thirds  of  the  votes  cast. 

In  its  report  of  November  24,  1920,  the  Commission,  referring  to  the 
water  situation  confronting  the  city  and  county  of  San  Francisco,  said : . 

There  is  no  escape  from  the  conchision  that  the  present  supply  of  water  for  the 
city  of  San  Francisco  is  dangerously  near  the  point  of  insufficiency.  Immediate 
steps  to  increase   the  supply  should  be   taken. 

The  water  supply  can  be  increased  only  in  two  ways :  Either  by  the  city  doing 
its  own  development  in  the  immediate  future,  or  by  creating  conditions  whereb.if 
the  Spring  Valley  Water  Company  can  be  put  in  ix)sition  to  proceed  with  such 
development.  In  view  of  existing  conditions,  it  is  not  to  be  expected  that  the 
company  is  ready  or  able  to  raise  the  necessary  new  capital  for  construction  and 
extensions,  and  the  city  can  not  afford  to  wait  for  an  improvement  of  the  urgent 
present  water  situation  until  the  completion  of  the  Iletch  Hetchy  system. 

The  electorate  of  the  city  and  county  of  San  Ftrancisco,  having 
decided  against  the  purchase  of  the  Spring  Valley  Water  Company's 
properties,  it  is  incumbent  upon  the  company  to  incur  the  necessary 
expenditures  to  furnish  the  city  with  an  adequate  water  supply.  The 
Commission  in  its  report  of  November  24  annount^ed  that  if  the  com- 
pany is  called  upon  to  make  a  further  investment  to  safeguard  the 
water  needs  of  the  community,  there  must  go  with  it,  **  reasonable 
assurance  that  the  investment  made  by  the  company  for  that  purpose 
may  not  be  destroyed.'* 

The  record  shows  that  the  further  development  in  the  Calaveras 
water  supply  is  the  only  practicable  means  available  to  the  company. 
Such  development  will  entail  not  only  an  increase  in  the  height  of  the 
Calaveras  dam,  but  likewise  the  provision  of  increased  conduit  and 
pumping  facilities,  since  the  existing  conduit  of  the  Spring  Valley 
Water  Company  from  the  Alameda  system  to  the  Peninsular,  reservoirs 
is  now  being  utilized  to  its  capacity.  According  to  estimates  filed  with 
the  amended  application  for  increased  rates,  the  expenditures  which 
would  be  requisite  in  order  to  carry  this  program  into  effect  would 
exceed  the  sum  of  $12,000,000.  This  investment  in  conjunction  with 
the  refunding  of  the  company's  bond  and  note  indebtedness  of  $20,- 
3S9,000,  for  which  provision  must  be  made  in  1923,  presents  a  problem 
which  the  officers  of  the  company  say  they  are  unable  to  solve  at  the 
present  time  irrespective  of  the  measure  of  any  increase  in  rates  that 
may  be  granted. 

The  city  and  county  of  San  Francisco  presented  a  protest  against 
the  company  expending  approximately  $12,000,000  for  the  purpose  of 
raising  the  Calaveras  dam  and  constructing  an  additional  conduit  and 
pumping  facilities  as  outlined  by  the  company.  The  city's  protest 
recites  that  it  is  engaged  in  the  construction  of  a  system  of  water 
supply  works  to  bring  water  into  the  city  from  the  Sierra  Nevada 
moimtains,  and  that  the  project  calls  for  the  construction  of  an  aque- 
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duct  from  a  point  in  the  vicinity  of  the  Hetch  Hetchy  Valley  to  San 
Francisco,  the  course  of  which  will  pass  near  the  Calaveras  reservoir 
of  the  Spring  Valley  Water  Company.  Attention  is  directed  to  the 
construction  pro-am  of  the  city  and  objection  is  made  to  the  con- 
stniction  of  another  pipe  line  on  the  part  of  the  company  on  the  ground 
that  it  would  represent  **a  usele&s  and  extravagant  duplication  of 
capital''  and  '* would  not  conform  to  or  fit  in  with  the  water  supply 
now  in  course  of  construction  by  the  city."  The  city  accordingly  says 
in  its  protest: 

Should  it  become  necessarj-  to  bring  additional  water  into  the  city  from  the 
company's  Calaveras  sources  before  the  completion  of  the  Hetch  Iletchy  system  by 
the  city,  such  additional  water  can  be  transmitted  through  the  city's  aqueduct  under 
such  reasonable  and  equitable  arrangement  as  will  meet  with  the  approval  of  th*s 
Commission. 

This  suggestion  on  the  part  of  the  city  and  county  of  San  Francisco 
we  believe,  to  be  well  made  and  it  is  clear  that  if  any  cooperative 
I)lan  can  be  devised  w^hereby  the  additional  pipe  line  from  the  Alameda 
system  to  the  Peninsular  reservoir  can  be  constructed  by  the  city  in 
conformity  with  its  Hetch  Hetchy  project  and  made  temporarily 
available  for  the  transmission  of  the  water  of  the  Spring  Valley 
Water  Company,  a  very  considerable  expenditure  can  be  obviated  and 
the  company  as  well  as  the  rate  payers  be  relieved  from  an  unnecessary 
burden.  It  appears  from  the  testimony  of  the  company 's  officials  that 
sufficient  conduit  capacity  exists  between  the  San  Andreas  reservoir 
and  the  city  to  carry  approximately  10,000,000  gallons  of  water  daily 
in  addition  to  the  supply  now  conveyed  by  this  means.  A  bond  issue 
has  already  been  authorized  by  the  city,  from  the  proceeds  of  which  a 
portion  of  the  Hetch  Iletchy  conduit  extending  from  the  Alameda 
system  to  the  Peninsula  reservoirs,  together  with  the  necessary  pump- 
ing facilities,  could  be  built.  While  the  Commission  obviously  has 
not  jurisdiction  over  the  municipality,  such  as  would  enable  it  to  order 
the  construction  of  this  conduit,  nevertheless,  inasmuch  as  the  city 
has  itself  proposed  this  solution,  the  Commission  feds  impelled  to 
take  it  into  consideration  and  strongly  recommends  that  the  plan  sug- 
gested by  the  city  be  carried  out. 

We  are  of  the  opinion  that  there  is  but  one  course  which  the  Com- 
mission can  follow,  and  that  is,  to  endorse  the  provision  of  some  means 
by  which  an  increased  supply  of  water  can  be  developed  and  made 
available  to  consumers  in  the  city  and  county  of  San  Francisco.  This 
entails  a  requirement  that  the  Spring  Valley  Water  Company  increase 
its  Calaveras  development  to  such  extent  as  may  be  necessary  and 
practicable  and  that  the  offer  of  the  city  to  provide  the  necessary 
means  of  conveyance  from  the  Alameda  system  to  the  Peninsula  reser- 
voirs upon  equitable  terms  be  accepted.     It  seems  probable  that  water 
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from  the  Hetch  Hetchy  project  can  not  be  made  available  in  San 
Francisco  for  some  years  to  come,  and  if  the  most  economical  course 
is  followed  in  prosecuting:  the  Iletch  Hetchy  project  and  local  water 
supplies  are  first  utilized  to  the  extent  that  may  be  practicable,  a  some- 
what longer  period  than  ten  years  will  elapse  before  the  Hetch  Hetchy 
program  can  be  fully  carried  into  eflPect.  The  Commission  is  rein- 
forced in  this  conclusion  by  consideration  of  the  program  outlined  by 
the  officials  of  the  city  and  county  of  San  Francisco  during  the  period 
immediately  preceding  the  election  of  March  8,  1921,  as  set  forth  in 
certain  official  pamphlets  which  have  been  placed  in  evidence  by  the 
company.  From  these  pamphlets  it  appears  that  the  maturely  con- 
sidered program  of  the  city  authorities  contemplates  the  early  com- 
pletion of  the  mountain  division  of  the  Hetch  Hetchy  project,  the  com- 
pletion of  the  San  Francisco  bay  division  and  the  prosecution  of  the 
remaining  units  as  rapidly  as  the  need  for  additional  water  becomes 
apparent. 

As  a  result  of  the  eUn'tion  held  ^larch  8,  1921,  we  conclude  that 
nearby  sources  of  the  water  supply  must  immediately  be  developed  hy 
the  company.  While  the  results  of  the  election  have,  for  the  time 
being,  left  in  the  hands  of  the  Spring  Valley  Water  Company  the 
duty  of  supplying  the  city  and  its  inhabitants  with  water  from  local 
sources,  the  Commission  does  not  believe  in  the  long  run  that  this 
fact  will  cause  any  material  deviation  from  the  construction  program 
outlined  by  the  city.  Whether  the  city  or  the  company  brings  in  this 
additional  water  supply  from  the  local  sources,  the  economics  of  the 
situation,  if  not  the  provisions  of  the  Raker  Act,  demand  essentially 
that  the  same  program  be  followed.  We  will  require  accordingly  that 
the  Spring  Valley  Water  Company  make  such  increase  in  its  Calaveras 
system  as  will  produce  not  less  than  24,000,000  gallons  of  w^ater  daily 
in  addition  to  the  present  available  supply  and  that  the  company 
shall  further  hold  itself  in  readiness  to  utilize  the  conduit  and  pumping 
facilities  which  the  city  and  county  of  San  Francisco  contemplates 
constructing  upon  such  terms  as  will  afford  a  fair  return  to  the  city 
upon  its  investment  and  will  not  unduly  burden  the  water  company 
and  its  consumers.  It  seems  certain  that  under  this  plan  the  waters  of 
the  Spring  Valley  Water  Company  can  be  transmitted  by  means  of  the 
city's  facilities  for  at  least  ten  years  to  come  and  that  the  period  of 
use  may  well  extend  beyond  this  time,  depending  upon  the  current 
needs  of  the  community  for  additional  water  and  the  program  of  con- 
struction of  the  Hetch  Hetchy  project.  We  believe  that  under  the 
terms  of  the  order  herein,  the  investment  to  be  made  by  the  compan}^ 
and  the  city  will  receive  adequate  protection. 
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At  the  time  of  the  last  hearing  before  the  Commission,  it  was  recop:- 
nized  by  both  the  company  and  the  city  of  San  Francisco  that  the 
necessity  of  immediate  expenditure  by  the  company  of  the  large  sum  of 
money  required  to  augment  its  water  supply  involves  a  consideration 
of  the  company's  financial  needs  and  of  the  effect  of  rates  thereon. 
Admittedly,  if  the  present  rates  do  not  yield  a  reasonable  return,  it 
can  not  be  expected  that  the  company's  credit  will  be  such  as  to  attract 
additional  capital  for  investment  in  the  new  development.  In  view  of 
this  condition,  where  immediate  action  is  necessary  to  forestall  a  possi- 
ble water  shortage,  the  Commission  has  made  a  check  and  comparison 
of  valuations  of  the  properties  of  the  company  and  of  its  operating 
expenses  and  revenues  to  determine  whether  or  not  an  increase  in  the 
rate  is  justified.  As  a  result  of  such  cheek  and  comparison  and  a 
computation  of  the  rate  of  return  based  on  these  figures,  the  conclu- 
sion is  reached  that  the  earnings  of  the  company  under  the  present 
rates  are  insufficient  to  maintain  its  credit,  and  that  the  rates  should 
be  increased  so  that  the  company 's  rate  of  return  will  be  approximately 
7  per  cent,  which,  at  the  present  time,  we  believe  to  be  moderate  and 
justified  under  the  facts  and  circumstances  in  this  case.  Such  a  return 
means  an  average  increase  of  rates  of  20  per  cent. 

Reports  filed  by  the  company,  showing  its  operating  revenues  and 
expenses  for  1919  and  1920  and  the  first  five  months  of  1921  are  as 
follows : 


I       January 
1920  to  May, 

1921 


0;>crating  revenues - -. 

Operating  expenses  including  taxes  and 
depreciation  _ — . 


Net  operating  revenues- 


$3,8^778  76  13,974.380  56   $1,618.6£6  54 
1,876,436  08   2,032.409  63  |    874.665  84 


$2,018,342  68  $1,941,970  93 


$744,030  70 


In  its  report  of  November  24,  1920,  the  Commission  found  $37,000,000 
to  be  a  reasonable  compensation  for  the  properties  of  Spring  Valley 
Water  Company,  which  the  city  and  county  of  San  FVancisco  at  that 
time  desired  to  acquire.  In  general,  this  compensation  covers  the  used 
and  useful  properties  of  the  company.  If  this  figure  is  used  as  a  basis 
of  computation,  the  company,  in  1919,  earned  a  return  of  5.45  per. 
cent ;  in  1920,  5.24  per  cent  and  during  the  first  five  months  of  1921, 
a  return  of  4.83  per  cent. 

There  is  also  in  evidence  in  this  proceeding  the  entire  record  in  the 
case  of  Spring  Valley  M'ater  Compamj  vs.  Ciijf  and  County  of  San 
Francisco,  252  Fed.  979,  decided  July  13,  1918,  involving  the  rates 
of  this  company.  Using  the  valuations  allowed  by  Judge  Rudkin  in 
that  decision  and  bringing  them  down  to  date,  we  arrive  at  a  valuation 
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upon  which  the  earnings  of  the  company  under  the  rates  show  a  return 
less  than  that  above  indicated.  Similarly,  if  we  assume,  as  a  basis  for 
computation,  valuations  of  the  physical  properties  of  the  company  made 
by  the  Commission's  engineers  and  submitted  in  evidence  in  this  pro- 
ceeding, it  is  apparent  that  the  present  rates  yield  an  amount  sub- 
stantially less  than  the  7  per  cent  reasonable  return.  Reference  to 
these  various  valuation  figures  is  made  for  purposes  of  illustration^ 
and  not  as  a  finding  by  the  Commission  of  a  specific  figure  as  a  rate 
base  in  this  proceeding.  We  are  satisfied,  however,  from  our  consid- 
eration of  these  figures,  and  other  data  contained  in  the  record,  that 
an  increase  in  the  rates  is  necessary  to  yield  the  company  a  return 
upon  which  its  credit  will  be  such  that  it  can  secure  additional  invest- 
ment of  capital  to  augment  its  water  supply. 

We  funther  conclude  that  the  increase  of  20  per  cent  in  the  rates 
will  not  place  upon  the  consumers  of  this  utility  an  unreasonable  bur- 
den, but  that  such  rate  is  clearly  within  the  amount  to  which  the 
company  is  entitled  as  a  reasonable  return  upon  its  properties,  used 
and  useful  in  the  public  service. 

This  opinion  would  not  be  complete  without  an  expression  of  the 
Commission's  views  with  respect  to  the  relation  of  the  problem  now 
before  the  Commission  to  the  possible  future  acquisition  of  the  prop- 
erties of  the  Spring  Valley  Water  Company  by  the  city  and  county  of 
San  Francisco.  The  (Commission  has  taken  judicial  cognizance  of  the 
results  of  the  election  of  ]\Iarch  8,  1921,  and  the  defeat  for  the  time 
being  of  the  purchase  of  these  properties,  which  contain  the  nearby 
sources  of  water  supply  and  the  means  of  their  development,  through 
lack  of  the  necessary  two-thirds  vote.  The  Commission  has  no  desire 
to  attempt  to  influence  the  future  policy  of  the  city,  of  which  the 
electors  must  be  the  sole  judges.  It  feels,  however,  that  the  substantial 
majority  vote  which  the  purchase  proposition  received  requires  that 
some  protection  be  given  by  the  Commission  to  the  public  in  the  event 
that  the  purchase  should  ultimately  be  made.  It  is  the  view  of  the 
Commission  that  the  Spring  Valley  Water  Company  should  hold  itself 
in  readiness  throughout  the  term  during  which  this  cooperative  plan 
shall  be  in  effect  to  sell  to  the  city  the  properties  included  in  its  offer 
of  January  14,  1921,  at  a  price  which  shall  not  exceed  the  price  here- 
tofore fixed  by  the  Railroad  (Commission,  increased  only  by  the  amount 
of  actual  expenditures  made  by  the  company  for  capital  purposes 
between  the  first  day  of  March,  1920,  and  the  first  day  of  July,  1921, 
and  other  capital  expenditures  required  of  the  company  under  the 
terras  and  conditions  of  our  order  herein.  We  feel  that  the  company 
may  reasonably  be  expected  to  give  its  assent  to  our  recommendation 
in  this  respect  even  though  it  is  not  made  a  condition  of  the  order. 
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The  order  will  specifically  require  that  the  special  fund  which  the 
company  is  to  set  aside  for  the  amortization  of  its  new  expenditures 
in  the  Calaveras  dam  shall  be  transferred  to  the  city  in  the  event  that 
the  properties  are  purchased  during  the  term  of  the  arrangement, 
and  the  amount  of  this  fund  will,  of  course,  constitute  a  pro  tanto 
reduction  of  the  price  which  the  city  may  pay. 

The  Commission  feels  justified  further  in  adding  its  strong  recom- 
mendation that  the  company  adopt  a  policy  of  selling  such  lands  as  are 
not  required  for  water  supply  purposes  and  which  were  not  included  in 
its  offer  of  sale  of  January  14,  1921,  as  rapidly  as  may  be  consistent 
with  the  realization  of  advantageous  prices.  The  Commission  will  be 
interested  in  receiving  from  the  company  from  time  to  time  evidence 
of  compliance  with  this  recommendation,  which  the  Commission  believes 
will  be  to  the  common  advantage  of  the  company  and  of  its  rate 
payers. 

After  a  careful  consideration  of  the  voluminous  records  before  us 
and  of  the  factors  just  mentioned,  which  so  cogently  affect  the  present 
situation  in  San  Francisco,  the  following  order  will  be  made: 

ORDER. 

Formal  application  having  been  filed  herein  by  the  Spring  Valley 
Water  (company  for  an  increase  of  rates,  and  complaint  having  been 
filed  by  the  city  and  county  of  San  Francisco,  a  municipal  corporation, 
against  said  water  company  for  a  reduction  in  rates,  said  matters  having 
been  consolidated  for  hearing  and  decision,  public  hearings  having  been 
held,  evidence  received  and  the  matters  submitted,  the  Railroad  Com- 
mission hereby  finds  that  the  rates  and  charges  now  in  effect  for  the  sale 
and  distribution  of  water  by  the  Spring  Valley  Water  Company  in 
accordance  with  the  schedules  on  file  with  the  Railroad  Commission,  are 
unjust  and  unreasonable  in  so  far  as  they  differ  from  the  rates  herein- 
after authorized,  and  that  the  rates  hereinafter  authorized  are  just  and 
reasonable  rates  to  be  charged  by  said  utility.  And  basing  its  order 
upon  said  findings  and  further  findings  and  statements  of  fact  contained 
in  the  opinion  preceding  this  order; 

//  is  hereby  ordered  as  follows: 

The  Spring  Valley  Water  ("ompany  is  hereby  authorized  to  establish 
and  thereafter  to  charge  and  collect,  in  lieu  of  the  rates  and  charges  now 
set  forth  in  the  schedules  on  file  with  this  Commission,  rates  and  service 
charges  for  the  sale  and  distribution  of  water  and  charges  for  hydrant 
service  which  shall  exceed  the  rates,  service  charges  and  charges  for 
hydrant  service  now  in  effect  by  twenty  per  cent  (20%),  such  increases 
to  become  effective  upon  the  first  day  of  September,  1921,  and  to  apply 
to  all  service  rendered  on  and  after  that  date,  except  that  increases  in 
charges  to  the  city  and  county  of  San  Francisco  for  hydrant  and  water 
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service  shall  not  become  effective  until  the  first  day  of  July,  1922  (the 
foregoing  exception  being  made  to  protect  the  municipal  budget  whirh 
had  already  gone  into  effect).  The  increased  rates  and  charges  hereby 
authorized  are  expressly  subject  to  the  following  conditions,  to  which 
th(  Spring  Valley  Water  Company  shall  be  required  to  give  its  assent 
by  stipulation  to  be  filed  with  the  Commissi(/n  prior  to  the  first  day  cf 
September,  1921 : 

1.  If  the  city  and  county  of  San  Francisco  shall  construct  the  section 
of  its  proposed  Hetch  Hetchy  conduit  extending  between  the  Niles  screen 
tank  on  Alameda  Creek,  in  Alameda  County,  and  the  Crystal  Springs 
reservoir  in  San  Mateo  County,  together  with  a  pumping  station  at 
Ravenswood,  and  is  willing  to  enter  into  an  agreement  with  the  Spring 
Valley  Water  Company,  under  which  additional  water  may  be  brought 
from  Alameda  Creek  sources  through  said  conduit  and  by  means  of  said 
pumping  station  into  Crystal  Springs  reservoir,  then  and  in  that  event 
the  Spring  Valley  Water  Company  shall  be  required  to  expend  a  sum 
not  exceeding  $1,500,000  in  increasing  the  height  of  its  present  Calaveras 
dam  to  an  elevation  which  will  result  in  an  increase  of  not  less  than 
24,000,000  gallons  in  the  average  daily  yield  of  the  Calaveras  reservoir, 
and  in  making  such  other  additions  to  its  structures  and  facilities  as 
may  be  requisite  to  permit  the  delivery  of  such  additional  24,000,000 
gallons  daily  to  Niles  screen  tank.  All  of  such  construction  shall  be 
completed  not  later  than  the  date  of  the  completion  of  the  Iletch  ITetchy 
conduit  and  pumping  station  proposed  to  be  constructed  by  the  city  and 
county  of  San  Francisco ;  provided,  however,  that  the  required  increase 
in  the  height  of  the  Calaveras  dam  may  be  made  in  two  or  more  units, 
and  in  such  event  only  the  first  of  such  units  need  be  completed  within 
the  period  last  specified,  and  the  remaining  unit  or  units  shall  be  com- 
pleted within  such  further  period  or  periods  of  time  as  may  be  jointly 
determined  by  the  city  engineer  of  the  city  and  county  of  San  Francisco 
and  the  chief  engineer  of  the  Spring  Valley  Water  Company,  and,  in 
the  event  of  their  failure  to  agree  thereupon,  as  may  be  determined  by 
the  Railroad  Commission.  In  order  to  facilitate  the  construction  of 
such  c(mduit  and  pumping  station  by  the  city  and  county  of  San  Fran- 
cisco, the  Spring  Valley  Water  Company  shall  grant  to  the  city  and 
county  of  San  Francisco  an  easement  of  right  of  way  for  the  installation 
of  said  conduit  through  such  lands  and  rights  of  way  of  the  Spring 
Valley  Water  Company  as  may  be  necessary  therefor,  the  location  of 
such  conduit  to  be  so  determined  as  will  interfere  to  the  least  possible 
extent  with  the  future  use  by  the  Spring  Valley  Water  Company  of  its 
lands  and  rights  of  way.  Prior  to  the  granting  of  said  easement  to  the 
city  and  county  of  San  Francesco  the  company  may  require  an  agree- 
ment to  the  effect  that  in  the  event  that  the  properties  of  the  Spring 
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Valley  Water  Company  shall  have  been  purchased  by  the  city  and 
county  of  San  Francisco  prior  to  the  first  day  of  January,  1932,  no 
payment  shall  be  made  for  said  easement  so  acquired  by  the  city  and 
county,  but  in  the  event  that  such  properties  shall  not  have  been  so 
purchased  prior  to  the  first  day  of  January,  1932,  the  city  and  county 
of  San  Francisco  shall  be  obligated  to  pay  to  the  company  on  that  date 
the  fair  and  reasonable  value  of  such  easement,  which  value  shall  be 
jointly  determined  by  the  respective  parties  prior  to  the  effective  date 
of  this  order,  or,  in  the  event  of  their  failure  to  agree,  shall  be  fixed  by 
the  Commission  prior  to  the  grant  of  such  easement.  The  company 
may  also  make  it  a  condition  of  said  agreement  for  operating  said  Hetch 
Hetehy  conduit  and  pumping  station  that  if  the  company  should  at 
a  future  date  elect  to  build  its  own  conduit,  or,  for  any  other  reason, 
should  not  require  the  further  use  of  said  Hetch  Hetehy  conduit  and 
pumping  station,  it  may,  with  the  prior  approval  of  the  Railroad  Com- 
mission, to  be  evidenced  by  a  formal  order,  and  on  not  less  than  one 
year's  written  notice  to  the  city  and  county  of  San  Francisco,  terminate 
said  agreement,  and  may  make  it  a  further  condition  of  said  agreement 
that  the  city  and  county  of  San  Francisco  shall  give  the  company  at 
least  three  years'  written  notice  of  its  election  to  terminate  said  agree- 
ment, and  that  such  notice  shall  not  be  given  except  for  the  purpose  of 
enabling  the  city  and  county  of  San  Francisco  to  make  use  of  such 
conduit  and  pumping  station  for  the  transmission  of  water  from  its 
Hetch  Hetehy  project  to  San  Francisco,  and  that  such  termination  shall 
not  become  effective  prior  to  the  time  when  the  city  and  county  of  San 
Francisco  shall  actually  retiuire  the  use  of  such  conduit  and  pumping 
station  for  such  purpose,  it  being  the  intent  hereof  to  afford  the  com- 
pany adequate  opportunity  to  provide  or  acquire  other  facilities  for  the 
transmission  or  other  disposition  of  its  water  when  said  agreement  shall 
be  terminated  by  the  city  and  county  of  San  Francisco.  The  program 
of  construction  and  time  of  completion  of  said  structures  shall  be  subject 
to  joint  determination  by  the  city  engineer  of  the  city  and  county  of  San 
Francisco  and  the  chief  engineer  of  the  Spring  Valley  Water  Company, 
and  in  case  of  their  failure  to  agree  upon  such  program  of  construction 
or  time  of  completion  in  any  respect,  the  difference  shall  be  submitted 
to  the  Railroad  Commit^ion  of  the  State  of  California  for  determination. 
2.  The  Spring  Valley  Water  Company  shall,  if  the  city  and  county 
of  San  Francisco  undertakes  the  construction  of  said  conduit  and 
pumping. station,  stand  ready  to  enter  into  and  execute  an  agreement 
with  said  city  and  county,  under  which  the  company  shall  pay  to  the 
city  and  county  out  of  its  revenues  commencing  with  the  date  at  which 
the  delivery  of  water  through  said  conduit  begins,  a  sum  equal  to  five 
per  cent  of  the  cost  of  constructing  said  conduit  and  pumping  station, 
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not  exceeding  a  total  of  $250,000  per  year,  and  shall  also  pay,  either 
through  its  own  operation  of  said  conduit  and  pumping  station  or,  if 
that  should  not  prove  feasible,  through  the  city's  operation  of  said 
conduit  and  pumping  station,  all  operating  and  maintenance  charges, 
not  including,  however,  replacements,  extraordinary  repairs,  or  loss  or 
damage  due  to  faulty  construction  or  employment  of  defective  or 
inadequate  materials.  Water  brought  through  said  conduit  to  Crystal 
Springs  reservoir  shall,  to  such  extent  as  may  be  necessary,  be  pumped 
to  the  elevation  of  San  Andreas  reservoir,  and  thereafter  delivered  to 
the  company's  consumers  in  San  Francisco. 

3.  Commencing  with  the  year  1922  the  Spring  Valley  Water  Com- 
pany shall  create  and  establish  out  of  its  surplus  a  fund  for  the  purpose 
of  amortizing  the  capital  expenditures  which  will  be  incurred  by  the 
company  in  accordance  with  the  above  requirements,  such  fund  being 
hereinafter  referred  to  as  the  amortization  fund.  Said  amortization 
f xmd  shall  be  created  and  maintained  as  follows : 

After  full  provision  has  been  made  during  each  year  for  the  payment 
of  operating  and  maintenance  expenses,  including  the  cost  of  operating 
the  Hetch  Hetchy  conduit  and  pumping  station  (including  likewise  the 
payment  of  interest  on  the  cost  of  construction  of  such  conduit  and 
pumping  station  as  above  provided),  the  payment  of  taxes  and  assess- 
ments, the  creating  of  a  depreciation  reserve  of  $300,000  per  annum, 
the  payment  of  interest  on  all  bonds  and  notes  and  other  interest  bearing 
indebtedness,  and  the  payment  of  dividends  at  the  rate  of  5  per  cent 
per  annum  upon  the  outstanding  capital  stock  of  the  aggregate  par 
value  of  $28,000,000,  there  shall  be  set  aside  out  of  the  surplus  after 
meeting  the  foregoing  requirements  not  less  than  the  sum  of  $119,240 
each  year,  which  will  be  placed  in  the  amortization  fund  until  the 
a^regate  of  such  fund  amounts  to  a  sum  which  would  be  produced  by 
an  annual  contribution  of  $119,240  for  the  term  of  ten  years,  with 
interest  at  5  per  cent  compounded  annually ;  provided,  however,  that  if 
the  revenues  of  any  particular  year  shall  exceed  the  requirements  of  the 
Spring  Valley  Water  Company  as  hereinabove  set  forth  by  more  than 
$119,240,  the  amoimt  of  such  excess  above  $119,240  shall  be  apportioned 
equally  between  the  amortization  fund  and  the  surplus  of  the  Spring 
Valley  Water  Company ;  provided,  further,  that  if  the  revenues  of  any 
particular  year  shall  be  insuficient  to  yield  a  surplus  of  $119,240  above 
the  aforesaid  requirements  of  the  Spring  Valley  Water  Company,  the 
company  shall  not,  during  such  year  or  thereafter,  be  required  to  make 
any  contribution  to  the  amortization  fund  until  a  surplus  shall  have 
been  derived  in  subsequent  years  in  a  sufiScient  aggregate  amount  to 
make  up  such  deficit  or  accumulated  deficits,  together  with  interest 
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upon  the  amount  thereof  at  the  rate  of  7  per  cent  per  annum ;  provided, 
further,  that  the  Spring  Valley  Water  Company  shall  not  be  required 
to  make  any  contribution  to  the  amortization  fund  during  the  years 
1922  and  1923,  but  in  the  event  that  the  properties  of  the  Spring  Valley 
Water  Company  which  were  offered  for  sale  to  the  city  and  county  of 
San  Francisco  on  the  fourteenth  day  of  January,  1921,  shall  be 
purchased  by  the  city  and  county  of  San  Francisco  prior  to  the  first  day 
of  January,  1932,  the  sum  which  shall  be  transferred  to  and  become  the 
property  of  the  city  and  county  of  San  Francisco  as  hereinafter  pro- 
vided shall  be  not  less  than  the  sum  which  would  have  been  accumulated 
if  contribution  had  been  made  to  the  amortization  fund  in  accordance 
with  the  foregoing  requirements  of  this  condition.  All  moneys  placed 
in  the  amortization  fund  herein  required  to  be  established  shall  be 
invested  by  the  Spring  Valley  Water  Company  in  such  manner  as  will 
in  its  judgment  afford  the  maximum  interest  yield  consistent  with 
safety  of  principal. 

4.  As  a  further  condition  of  the  granting  of  such  increase,  it  is 
required  that  in  the  event  that  the  properties  of  the  Spring  Valley 
Water  Company  which  were  offered  for  sale  to  the  city  and  county  of 
San  Francisco  on  the  fourteenth  day  of  January,  1921,  shall  be  pur- 
chased by  the  city  and  county  of  San  Francisco  prior  to  the  first  day  of 
January,  1932,  the  amortization  fund  established  in  accordance  with 
the  requirements  of  condition  ''3''  hereof  shall  be  transferred  to  and 
become  the  property  of  the  city  and  county  of  San  Francisco ;  provided, 
however,  that  if  up  to  the  time  that  such  properties  shall  be  purchased 
by  the  city  and  county  of  San  Francisco  the  revenues  of  the  company 
shall  have  been  insufficient  to  meet  the  requirements  of  the  company  as 
specified  in  condition  '*3''  hereof,  and  such  deficit  or  accumulated 
deficits  shall  not  have  been  offset  by  the  surplus  derived  from  the 
revenue  of  subsequent  years  and  prior  to  the  time  of  such  purchase,  the 
said  amortization  fund  before  being  transferred  to  the  city  and  county 
may  be  diminished  by  the  amount  of  such  deficit  or  accumulated  deficits, 
and  only  the  balance  paid  over  to  the  city  and  county  of  San  Francisco. 
In  the  event  that  said  properties  of  the  Spring  Valley  Water  Company 
shall  not  have  been  purchased  by  the  city  and  county  of  San  Francisco 
prior  to  the  first  day  of  January,  1932,  the  said  amortization  fund  shall 
thereafter  remain  the  property  of  the  Spring  Valley  Water  Company. 

5.  The  company  shall  file  with  the  Railroad  Commission,  annually  or 
at  more  frequent  intervals  and  at  such  date  as  the  Commission  may 
require,  statements  taken  from  the  books  of  the  company  showing 
compliance  with  the  foregoing  conditions. 

It  is  hereby  further  ordered,  that  the  Spring  Valley  Water  Company 
shall  file  with  this  Commission  before  the  first  day  of  September,  1921, 
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the  amended  schedule  of  rates  and  charges  in  accordance  with  the 
provisions  of  the  above  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twelfth  day  of  August,  1921. 


Decision  No.  9353. 


IN    THE    MATTER    OF    THE    APPLICATION    OF    PALMS    WAREHOUSE 
COMPANY,  A  CORPORATION,  FOR  PERMISSION  TO  ISSUE  STOCK. 


Application  No.  7039. 
Decided  August  13,  1921. 


Sol,  A,  Rchart,  for  Applicant. 

By  the  Commission. 

OPINION. 

Palms  Warehouse  Company  asks  permission  to  issue  and  sell  at  par, 
40  shares  ($4,000)  of  its  common  capital  stock. 

A  public  hearing  in  this  matter  was  held  before  Examiner  Williams 
in  Los  Angeles  on  August  6,  1921. 

It  appears  from  the  testimony  of  John  F.  Sake,  applicant's  secre- 
tary, that  Palms  Warehouse  Company  has  been  recently  organized 
with  an  authorized  stock  issue  of  $10,000,  divided  into  100  shares  of 
the  par  value  of  $100  each.  Applicant  has  leased  the  building  and 
equipment  formerly  operated  by  Imperial  Grain  and  Warehouse  Com- 
pany at  Palms,  Los  Angeles  County,  and  proposes  to  conduct  a  grain, 
bean  and  feed  business,  and,  incidentally,  the  public  utility  business 
of  warehousing. 

The  testimony  herein  shows  that  the  $4,000  of  stock  it  is  now  pro- 
posed to  issue,  will  be  sold  for  cash  at  par,  without  any  deduction  for 
brokerage  or  commission  fees  to  applicant's  directors,  and  the  proceeds 
largely  used  for  nonpublic  utility  purposes.  Applicant  intends  to 
expend  $1,600  for  trucks  and  $1,400  for  feed  and  use  $1,000  for  work- 
ing capital. 

We  are  of  the  opinion  that  the  application  should  be  granted  but 
that  applicant  should  be  required  to  file  with  the  Railroad  Commission 
a  stipulation  duly  authorized  by  its  board  of  directors  agreeing  that 
it,  its  successors  and  assigns  will  never  ask  the  Railroad  Commission 
or  other  public  body  having  jurisdiction,  to  include  in  a  rate  base  such 
portion  of  the  $4,000  as  may  be  expended  for  nonpublic  utility  pur- 
poses. 
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ORDER. 

Palms  Warehouse  Company,  a  corporation,  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  stock,  a  public  hearing 
having  been  held,  and  it  appearing  to  the  Railroad  Commission  that 
the  money,  property  or  labor  to  be  procured  or  paid  for  by  such  issue 
is  reasonably  required  for  the  purpose  or  purposes  specified  herein, 
and  that  the  expenditures  for  such  purpose  or  purposes  are  not  in 
whole  or  in  part  reasonably  chargeable  to  operating  expenses  or  to 
income ; 

It  is  hereby  ordered,  that  Palms  Warehouse  Company,  a  corporation, 
be  and  it  is  hereby  authorized  to  issue  and  sell  40  shares  ($4,000)  of 
its  common  capital  stock. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  The  stock  herein  authorized  to  be  issued  shall  be  sold,  for  cash, 
at  not  less  than  par,  without  deduction  for  brokerage  or  commission, 
and  the  proceeds  used  for  the  purposes  specified  in  the  opinion  pre- 
ceding this  order. 

2.  Palms  Warehouse  Company,  within  sixty  days  from  the  date  of 
this  order,  shall  file  with  the  Railroad  Commission  for  approval,  a 
stipulation  duly  authorized  by  its  board  of  directors,  declaring  that  it, 
its  successors  and  assigns  will  never  urge  the  RaUroad  Commission,  or 
other  public  body  having  jurisdiction,  to  include  in  a  rate  base  such 
portion  of  the  $4,000  as  ma}^  be  expended  for  nonpublic  utility  pur- 
poses. 

3.  Palms  Warehouse  Company  shall  keep  such  record  of  the  issue 
and  sale  of  the  stock  herein  authorized,  and  of  the  disposition  of  the 
proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day  of 
each  month,  a  verified  report  as  required  by  the  Railroad  Commission's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made 
a  part  of  this  order. 

4.  The  authority  herein  granted  shall  apply  only  to  such  stock  as 
may  be  issued  on  or  before  December  31,  1921. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  August, 
1921. 
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Decision  No.  9354. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  THE  COMPTON  WATER 
AND  LIGHTING  COMPANY  FOR  AN  ORDER  AUTHORIZING  THE 
COMPANY  TO   MORTGAGE   ITS   PLANT. 

Application  No.  6760. 

Decided  August  13,  1921. 

E,  E.  Elliott,  for  Applicant. 

By  the  Commission. 

OPINION. 

Compton  Water  and  Lighting  Company  applies  for  authority  to 
issue  a  note  for  not  over  $5,000  for  not  to  exceed  five  years,  to  execute 
mortgage  to  secure  the  payment  of  the  note  and  to  use  the  proceeds  of 
the  note  to  pay  for  extensions  and  improvements  heretofore  installed. 

A  public  hearing  upon  the  application  was  held  by  Examiner  West- 
over  at  Los  Angeles.  At  the  hearing  witnesses  arranged  to  prepare 
and  submit  as  part  of  their  testimony  exhibit  showing  cost  of  exten- 
sions and  improvements  and  balance  sheet  as  of  June  1,  1921.  This 
exhibit  has  been  received  and  the  application  is  now  submitted  and 
ready  for  decision. 

The  company  filed,  before  the  hearing,  a  supplemental  ^plication 
for  authority  to  issue  stock  for  the  purpose  of  securing  a  lot  on  which 
is  located  a  ten-inch  well,  but  it  subsequently  advised  that  it  had 
decided  to  abandon  the  plan  to  issue  stock.  Therefore  the  matter  of 
issuing  stock  will  not  be  discussed  herein. 

It  appears  from  the  testimony  presented  at  the  hearing  that  there 
has  been  great  building  activity  in  and  around  Compton  and  that 
applicant  has  piped  several  additions  or  subdivisions,  and  has  made 
other  improvements  incident  to  the  extension  of  its  system,  such  as 
laying  about  1000  feet  of  four-inch  pipe  on  Orange  street,  under  the 
railroad  tracks,  and  increasing  the  size  of  2200  feet  of  pipe  to  four- 
inch,  besides  installing  about  160  new  services  during  the  year.  Some 
of  the  tracts  were  piped  under  an  agreement  with  the  owners  by  which 
the  owners  advanced  the  cost,  which  was  to  be  repaid  to  the  tract 
owners  at  the  rate  of  $25  as  each  consumer  came  on  the  new  line. 
On  June  1,  1921,  these  rebates  for  142  consumers  amounted  to  $3,350. 
The  160  new  services,  however,  had  to  be  installed  at  the  cost  of  the 
company.  The  company's  statement  of  the  situation  on  June  1,  1921, 
showed  applicant  owing  for 

Pij)e,  material,  meters,  etc. $5,21G  58 

Bills  payable 2,000  00 

$7,216  58 
Due  from  subdividers,  account  main  extensions 4,482  00 

Balance  $2,7.34  58 

Refund  to  tract  owners,  under  agreement 3,550  00 

Balance    $6,284  58 
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Since  submitting  the  above  exhibit,  applicant  advises  that  it  has  also 
become  necessary  to  install  a  new  pump  at  a  cost  of  $1,000  or  more. 

Under  the  circumstances  shown,  we  authorize  the  issue  of  note  and 
execution  of  mortgage. 

ORDER. 

A  public  hearing  having  been  held  upon  the  above  entitled  applica- 
tion, the  matter  being  now  submitted  and  ready  for  decision,  and  the 
Commission  being  of  the  opinion  that  the  money,  property  or  labor 
to  be  procured  or  paid  for  by  said  note  issue  is  reasonably  required 
for  the  purpose  or  purposes  specified  in  this  order,  and  that  the  expen- 
ditures for  such  purpose  or  purposes  are  not  in  whole  or  in  part  reas- 
onably chargeable  to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  Compton  Water  and  Lighting  Company 
be  and  it  is  hereby  authorized  to  execute  a  note  or  notes  for  a  total 
sum  not  exceeding  $5,000  in  amount,  for  a  term  or  terms  not  exceeding 
five  years,  at  a  rate  of  interest  not  exceeding  seven  per  cent  per  annnm 
and  use  the  proceeds  of  said  note  or  notes  for  the  purpose  of  discharg- 
ing its  lawful  obligations  incurred  in  acquiring  property  or  construct- 
ing, completing,  extending  or  improving  its  facilities. 

And  said  company  is  hereby  further  authorized  to  execute  mortgage 
securing  the  payment  of  said  note  or  notes,  said  mortgage  to  be  a  first 
lien  upon  the  west  one-half  of  lot  5,  block  2,  of  Wright's  addition  to 
the  city  of  Compton,  as  per  map  recorded  in  book  7,  page  55,  miscel- 
laneous records  of  Los  Angeles  County,  together  with  the  pumping 
plant,  machinery  and  equipment  thereon  and  all  pipe  lines  and  water 
mains  comprising  the  water  system  of  said  Compton  Water  and  Light- 
ing Company. 

The  above  authority  is  granted  upon  the  following  conditions : 

1.  The  authority  herein  granted  shall  apply  only  to  such  note  or 
notes  and  mortgage  or  mortgages  as  may  be  issued  on  or  before  sixty 
days  from  date  hereof. 

2.  Within  ten  days  after  date  of  issuing  said  note  or  notes  and 
executing  said  mortgage,  said  applicant  shall  file  with  the  Railroad 
Commission  a  verified  copy  thereof,  with  verified  report  in  accordance 
with  the  Commission's  General  Order  No.  24,  which  order,  in  so  far 
as  applicable,  is  made  a  part  of  this  order. 

3.  The  authority  herein  granted  shall  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  August, 
1921. 


Digitized  by 


Google 


califobnia  railboad  commission^  decisions.  359 

Decision  No.  9355. 

in  the  matter  of  the  applrlcation  of  southern  pacific  com- 
pany for  an  order  permitting  discontinuance  of 
trains  nos.  01  and  64,  between  calistoga  and  napa,  cali- 
FORNIA. 


Application  No.  6675. 
Decided  August  13,  1921. 


Tbaix  Service — Curtailment  of. — It  having  been  found  that  the  patronage  has 
been  materially  less  than  necessary  to  meet  the  costs  of  operation  and  that 
other  reasonable  methods  of  transportation  are  available,  the  Southern  Pacific 
Company  was  given  permiiwion  to  withdraw  trains  Nos.  61  and  64,  operating 
between   Napa  and  Calistoga. 

H.  H.  Gogariy,  for  Applicant. 

Henry  C.  Gtsford,  for  Chamber  of  Commerce  of  Calistoga ;  Chamber  of  Commerce 
of  St.  Helena;  Civic  Club  of  Calistoga:  Town  Trustees  of  Calistoga;  Town 
Trustees  of  St.  Helena;  Mayor  of  Calistoga;  Mayor  of  St.  Helena;  Cali- 
fornia Medical  Missionary  and  Benevolent  Association  operating  St.  Helena 
Sanitarium;   and   citizens   and   taxpayers  generally;    Protestants. 

By  the  Commission. 

OPINION. 

Southern  Pacific  Company,  applicant  in  the  above  entitled  proceed- 
ing, has  petitioned  the  Railroad  Commission  for  an  order  authorizing 
the  discontinuance  of  certain  passenger  service  by  the  elimination  of 
two  trains  now  operating  between  Napa  and  Calistoga,  scheduled  aa 
trains  Nos.  61  and  64,  alleging  that  such  trains  are  not  attracting 
sufficient  patronage  to  justify  their  continuance. 

Public  hearings  on  this  application  were  conducted  by  Examiner 
Handford  at  St.  Helena,  the  matter  was  duly  submitted  on  briefs  to 
be  filed  by  counsel  for  applicant  and  protestants.  Briefs  have  been 
filed  and  the  matter  is  now  ready  for  decision. 

The  trains  proposed  to  be  discontinued  operate  on  the  Napa  branch 
of  the  Western  Dvision  of  applicant,  Southern  Pacific  Company,  and 
on  the  following  schedules  ; 

Train  61.    Leaves  Calistoga  6.25  a.  ra.  daily,  arrives  Napa  7.40  a.  m. 

Train  64.     Leaves  Napa  7  p.  m.  daily,  arriving  Calistoga  8.05  p.  m. 

Witnesses  for  applicant  testified  as  to  the  reasons  supporting  the 
request  for  discontinuance  of  the  service  heretofore  rendered  by  trains 
61  and  64  between  Napa  and  Calistoga ;  that  the  trains  were  operated  at 
a  mi^terial  loss  due  to  insufficient  patronage  by  the  public ;  that  the  loss 
of  patronage  was  attributed  largely  to  more  frequent  service  offered  by 
the  San  Francisco,  Napa  and  Calistoga  Railway,  a  competing  electric 
line  operating  and  serving  the  same  stations  as  the  trains  proposed  to 
be  abandoned;  that  the  advent  of  the  automobile  has  made  serious 
inroads  into  the  patronage  formerly  accorded  by  the  traveling  public; 
that  the  trains  proposed  to  be  withdrawn  have  never  been  operated  at 
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a  profit ;  that  the  passenger  business  on  the  Napa-Calistoga  branch  has 
been  decreasing  steadily  since  the  commencement  of  operation  of  the 
competing  electric  line ;  that  the  operation  of  the  trains  proposed  to  be 
withdrawn  is  unremunerative  and  does  not  return  the  bare  cost ;  and 
that  the  communities  affected  will  be  adequately  served  if  the 
withdrawal  of  the  trains  is  permitted. 

The  following  data  is  reflected  by  exhibits  which  were  filed  by 
applicant  as  indicating  traflBc  conditions,  revenue  and  expenses : 

Average  passengers  per  day  (based  on  period  from  March  25  to  31,  1921,  inclusive). 

Train  No.  61,  Calistoga  to  Napa — Fifteen  passengers,  of  which  number  14 
were  destined  to  points  beyond  Napa.  Total  average  daily  revenue,  at  rate  of 
3.6  cents  per  passenger  mile,  $10.37 ;  revenue  per  passenger  train  mile,  38.4  cents. 
Total  passenger  revenue  for  30-day  month  upon  above  basis,  $311.10. 

Train  No.  64,  Napa  to  Calistoga — Sixteen  passengers,  of  which  number  14 
originated  at  points  south  of  Napa.  Total  average  daily  revenue,  at  rate  of  3.6 
cents  per  passenger  mile,  $176.10;  revenue  per  passenger  train  mile,  21.7  cents. 
Total  passenger  revenue  for  30-day  month  upon  above  basis,  $176.10. 
Average  earnings  per  train  mile  (entire  branch  between  South  Vallejo  and  Calis- 
toga).    April,  1920  to  March,  1921,   inclusive: 

Train  No.  61,  $0.60. 

Train  No.  64,  $0.69. 
Average  excess  baggage  collection  at  stations  on  Calistoga  branch  north  of  Napa. 
(Months  of  July  and  December.  1920,  and  March,  1921,  taken  as  representa- 
tive months.)     $16.05  per  month. 
Net  direct  operating  costs  between  Napa  and  Calistoga,  for  trains  Nos.  Gl  and  64. 
(Based  on  direct  saving  if  such  trains  were  to  be  discontinued.) 

Wages    $572  60 

Locomotive  expense r»81  37 

Other  train  expenses 100  45 

Taxes  (based  on  5i  per  cent  of  revenue)  25  57 

Total   $1,279  99 

The  granting  of  this  application  is  protested  by  civic  organizations, 
town  trustees,  public  officials  and  many  other  citizens  in  the  communities 
heretofore  served  by  the  trains  proposed  to  be  withdrawn. 

Witnesses  for  protestants  testified  as  to  the  inconvenience  that  would 
result  were  authority  to  be  granted  for  the  withdrawal  of  the  trains; 
that  mail  service  would  be  delayed  as  to  delivery  at  Calistoga  and 
St.  Helena ;  that  difficulty  and  inconvenience  would  be  caused  passengers 
destined  to  or  from  points  between  Napa,  Calistoga  and  San  Francisco 
and  the  bay  cities  or  Sacramento  and  other  Sacramento  Valley  points, 
when  such  passengers  desired  to  make  the  round  trip  in  one  day ;  that 
the  trains  proposed  to  be  withdrawn  have  been  operated  upon  approxi- 
mately  the  same  schedule  for  the  past  40  years ;  that  the  business  of  the 
St.  Helena  sanitarium  would  be  interfered  with,  such  sanitarium  doing 
approximately  90  per  cent  of  its  business  with  patients  originating  in 
California,  55  per  cent  being  residents  of  the  bay  cities  and  approxi- 
mately 35  per  cent  reaching  the  sanitarium  over  the  lines  of  the  applicant 
via  Sacramento ;  that  the  advertising  programs  of  the  various  protesting 
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chambers  of  commerce  would  be  interfered  with  in  that  literature  has 
been  widely  circulated  containing  information  that  applicant  has  two 
trains  in  each  direction  operating  on  its  Calistoga  branch ;  that  resorts 
in  and  around  Calistoga,  including  Lake  County  resorts  served  through 
the  Calistoga  gateway,  would  suffer  material  loss  of  patronage ;  that  no 
round  trip  reduced  rates  are  now  procurable  over  lines  of  applicant 
although  offered  by  the  competing  electric  line,  as  well  as  a  lower  single 
trip  fare  both  in  the  district  which  would  be  affected  by  the  proposed 
discontinuance  of  service  and  also  to  San  Francisco ;  that  merchants  in 
Calistoga  depend  upon  train  No.  64  for  delivery  of  newspapers,  ice  cream 
and  perishable  supplies;  that  shippers  of  milk  and  cream  to  San 
Francisco  via  train  No.  61  will  be  inconvenienced  as  will  also  a  shipper 
of  dehydrated  products  from  St.  Helena,  who  is  now  able  to  receive  mail 
orders  and  answer  correspondence  and  make  parcel  post  or  express 
shipments  on  the  same  day ;  and  that  shippers  of  cherries  by  express  in 
carload  and  less  than  carload  lots  may  be  inconvenienced  as  to  supply 
of  refrigerator  cars  and  facilities  for  prompt  shipment  by  express. 

We  have  given  very  careful  consideration  to  the  evidence  and  exhibits 
filed  in  this  proceeding  as  well  as  the  briefs  of  counsel  for  protestants 
and  the  applicant. 

It  appears  from  the  evidence  that  the  operation  of  the  trains  herein 
sought  to  be  discontinued  has  returned  a  revenue  materially  less  than 
the  bare  or  out-of-pocket  cost  of  operation,  the  receipts  per  passenger 
train  mile  in  the  territory  between  Napa  and  Calistoga,  where  discon- 
tinuance is  sought,  amounting  to  30.05  cents  per  train  mile  and  the  entire 
receipts  over  the  Calistoga  branch  for  the  trains  herein  considered  being 
34.5  cents  per  train  mile.  The  expense  of  operation,  and  considered  on 
the  most  favorable  basis  being  the  actual  savings  to  be  accomplished  by 
the  discontinuance  of  these  trains  in  the  territory  herein  sought,  is 
81.42  cents  per  train  mile,  or  51.37  cents  per  train  mile  less  than  the 
bare  cost  of  operation.  The  train  mileage  proposed  to  be  discontinued, 
based  on  a  30-day  month,  results  in  a  direct  loss  to  applicant  of  $807.53, 
in  which  no  consideration  whatever  has  been  given  to  items  of  addi- 
tional operating  cost,  such  as  station  expense,  maintenance  of  way  and 
structures,  traflBc  or  general  expense,  taxes  or  any  interest  on  invest- 
ment, all  of  which  items  should  be  considered  as  forming  portions  of 
operating  cost  which  might  properly  be  claimed  by  applicant. 

We  are  not  unmindful  of,  and  are  impressed  with,  the  sincerity  of 
protestants  in  this  proceeding  who  are  desirous  of  having  the  present 
service  continued  in  effect  as  it  has  been  for  many  years.  The  attention 
of  these  protestants  is  directed  to  the  fact  that  the  district  served  by 
the  trains  herein  sought  to  be  discontinued  is  also  served  by  six  trains 
in  each  direction  operated  by  the  San  Francisco,  Napa  and  Calistoga 
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Railway,  that  such  trains  offer  a  direct  service  to  or  from  San  Francisco 
in  connection  with  the  steamers  of  the  Monticello  Steamship  Company 
and  at  a  lesser  rate  of  fare  than  exists  on  the  line  of  applicant,  also 
transfer  can  be  made  at  Napa  to  and  from  the  trains  of  the  Southern 
Pacific  Company.  The  electric  line  also  handles  express  matter  in  con- 
nection with  the  American  Railway  Express  Company,  which  also 
operates  over  the  line  of  applicant.  As  to  the  transportation  of  United 
States  mail  the  electric  line  is  in  position  to  accept  such  transportation 
if  the  Post  OflSce  Department  offers  the  mail  and  parcel  post  for 
movement  over  such  route. 

The  rates  of  applicant,  to  which  reference  is  herein  made  and  which 
testimony  indicates  are  higher  than  the  rates  of  the  competing  electric 
line  and  w  hich  also  do  not  offer  the  advantage  of  any  reduction  as  regards 
round  trips,  were  established  by  the  United  States  Railroad  Adminis- 
tration when  the  railroads  were  operated  by  the  federal  government 
and  by  other  proceedings  in  which  such  rates  were  declared  just  and 
reasonable.  The  rates  of  the  competing  electric  carrier  were  not  raised 
by  federal  order  as  such  carrier  was  not  under  federal  control  and  has 
not  received  authority  to  increase  rates  to  the  standard  rate  per 
passenger  mile  authorized  for  steam  railroads,  nor  for  the  withdrawal 
of  reduced  round  trip  rates.  No  evidence  was  introduced  in  this  pro- 
ceeding indicating  that  the  rates  of  applicant  were  unjust  or  unreason- 
able or  that  they  were  returning  more  than  a  reasonable  amount  on  the 
capital  invested  after  caring  for  the  expense  of  operation,  fixed  charges, 
taxes  and  depreciation.  The  condition  as  to  the  revenue  derived  from 
the  specific  trains  proposed  to  be  discontinued  and  the  cost  of  operation 
is,  however,  f ull}^  set  forth  by  the  evidence*  in  this  proceeding. 

The  Commission  in  this  proceeding,  as  in  all  others  involving  reduction 
of  train  service  or  of  any  curtailment  of  service  heretofore  provided  for 
tlie  public  and  whether  such  requests  for  curtailment  are  presented 
formally  or  informally,  has  very  carefully  considered  all  facts  presented 
and  with  particular  attention  to  the  public  interest,  and  to  conditions 
that  have  been  created  by  reason  of  a  particular  service  having  long 
existed  and  thereby  having  become  apparently  an  established  factor  in 
the  communities  served.  It  is  evident,  however,  in  th6  particular 
instance  as  presented  in  this  proceeding,  that  the  patronage  which  has 
been  accorded  by  the  public  to  the  trains  proposed  to  be  discontinued  in 
the  district  heretofore  served  has  been  materially  less  than  is  necessary 
to  meet  the  costs  of  operation  and  that  the  minimum  direct  cost  of  oper- 
ation has  exceeded  by  almost  two  and  one-half  times  the  amount  of 
revenue  derived. 

We  are  of  the  opinion  and  hereby  find  as  a  fact  that  the  operation  of 
trains  Nos.  61  and  64  between  Napa  and  Calistoga  on  the  Calistoga 
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branch  of  the  Western  Division  of  the  Southern  Pacific  Company  has 
been  conducted  at  a  cost  far  in  excess  of  the  revenue  derived ;  that  the 
patronage  accorded  such  trains  by  the  traveling  public  does  not  justify 
their  continuance ;  and  that  other  reasonable  methods  of  transportation 
will  be  available  for  the  public  if  such  trains  are  discontinued. 

ORDER. 

Public  hearings  having  been  held  in  the  above  entitled  proceeding, 
the  matter  having  been  duly  submitted,  briefs  having  been  filed  by 
interested  counsel  and  the  Commission  being  fully  advised  and  basing 
its  order  on  the  finding  of  fact  as  set  forth  in  the  opinion  which  precedes 
this  order; 

It  is  hereby  ordered,  that  this  application  be  and  the  same  hereby  is 
granted,  subject  to  the  following  conditions : 

Applicant,  Southern  Pacific  Company,  will  be  required  to  give  due 
notice  to  the  public  of  the  suspension  of  operation  of  trains  Nos.  61  and 
64  between  Calistoga  and  Napa  by  posting  notice  of  the  date  of  dis- 
continuance of  said  trains  at  all  stations  affected  and  by  advertisement 
in  the  public  press  at  least  ten  days  prior  to  the  date  of  such  authorized 
discontinuance. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  August, 
1921. 


Decision  No.  9357. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  CITRUS  BELT  (US  COM- 
PANY TO  SELL  AND  OF  SOUTHERN  CALIBXIRNIA  GAS  COMPANY 
TO  BUY  CERTAIN  PROPERTY  IN  THE  CITIES  OF  REDLANDS, 
COLTON  AND  SAN  BERNARDINO,  IN  SAN  BERNARDINO  COUNTY, 
AND  IN  THE  CITY  OF  CORONA,  IN  RIVERSIDE  COUNTY.  STATE 
OF  CALIFORNIA;  OF  SOUTHERN  CALIFORNIA  OAS  COMPANY 
FOR  CERTIFICATE  OF  PUBLIC  CONVENIENCE  AND  NECESSITY 
TO  EXERCISE  CERTAIN  FRANCHISES  GRANTED  BY  SAID  CITIES. 
OR  APPLIED  FOR;  FOR  THE  APPROVAL  OF  A  CERTAIN  CON- 
TRACT ENTERED  IN^O  BETWEEN  CITRUS  BELT  GAS  COMPANY 
AND  SOUTHERN  CALIFORNIA  GAS  COMPANY,  AS  OF  DATE  JUNE 
14,  1921,  AND  OF  THE  SOUTHERN  CALHT)RNIA  GAS  COMPANY 
FOR  PERMISSION  TO  ISSUE  BONDS  PURSUANT  TO  SAID  CON- 
TRACT. 


Application  No.  6917. 
Decided  August  13,  1921. 


By  the  Commission. 

THIRD  SUPPLEMENTAL  ORDER. 
Whereas,   the  Railroad   Commission  by   Decision  No.   9238,   dated 
July  15, 1921,  authorized  Citrus  Belt  Gas  Company  to  sell  its  properties 
described  in  Schedule  '*A,''  attached  to  said  decision,  to  Southern 
California  Gas  Company ;  and 
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Whereas,  applicants  report  that  they  inadvertently  omitted  certain 
properties  from  the  list  of  properties  heretofore  furnished  the  Com* 
mission  and  applicants  having  filed  with  the  Commission  a  complete  list 
and  description  of  the  properties  to  be  transferred  and  having  requested 
the  Commission  to  modify  its  order  of  July  15,  1921 ; 

And,  the  Commission  being  of  the  opinion  that  applicants'  request 
should  be  granted ; 

7^  is  hereby  ordered,  that  provision  *'l"  of  the  order  in  Decision 
No.  9238,  dated  July  15,  1921,  reading: 

Citrus  Belt  Gas  Company  may  sell  its  properties  described  in  Schedule  '*A,'' 
attached  hereto,  to  Southern  California  Gas  Company,  and  Southern  California 
Gas  Company  may  purchase  said  properties  pursuant  to  the  terms  and  conditions 
of  the  agreement  filed  in  this  proceeding  and  marked  Exhibit  **A,"  which  agreement 
applicants  are  authorized  to  execute  and  perform  all  acts  necessary  to  carry  said 
agreement   into   effect. 

be  and  it  is  hereby  modified  so  as  to  read : 

Citrus  Belt  Gas  Company  may  sell  its  properties  described  in  Schedule  **B," 
attached  hereto,,  to  Southern  California  Gas  Company,  and  Southern  California 
Gas  Company  may  purchase  said  properties  pursuant  to  the  terms  and  conditions 
of  the  agreement  filed  in  this  proceeding  and  marked  Bbthibit  "A,**  which  agreement 
applicants  are  authorized  to  execute  and  perform  all  acts  necessary  to  carrj-  said 
agreement   into   effect. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  9238, 
dated  July  15,  1921,  as  amended,  shall  remain  in  full  force  and  effect 
except  as  modified  by  this  third  supplemental  order. 

Dated  at  San  Francisco,  California,  this  thirteenth  day  of  August, 
1921. 

SCHEDULE   "B." 

The  properties  which  Citrus  Belt  Gas  Company  is  authorized  to  sell  and 
Southern  California  Gas  Company  to  purchase  by  the  original  and  supplemental 
orders  in  Application  No.  6917  are  those  described  in  the  indenture  filed  on  Aug^ust 
10,  1921,  in  Application  No.  6917,  and  consist  of  the  following: 

The  grantor  (Citrus  Belt  Gas  Company)  agrees  to  sell  and  deliver,  and  the 
grantee   (Southern  California  Gas  Company)   agrees  to  take  and  pay  for — 

All  those  certain  lots,  pieces  and  parcels  of  ground  and  interests  in  and  to  real 
property  situated  in  the  city  of  Redlands  in  the  county  of  San  Bernardino,  State 
of  California,  more  particularly  described  as  follows: 

Parcel  (a) — Lots  one  (1),  two  (2),  three  (3),  four  (4),  five  (5),  and 
six  (6),  in  block  **B"  of  Peller,  Pratt  and  Kendall's  subdivision  of  a  portion  of  lot 
twenty-seven  (27),  block  77,  of  the  Rancho  San  Bernardino,  and  a  part  of  lot  one 
(1),  block  27  of  Redlands,  as  per  plat  recorded  in  book  5  of  maps,  page  22,  records 
of  said  county ;  together  with  all  buildings,  improvements  and  fixtures  now  located 
thereon. 

Pabcel  (6) — Lots  nine  (9),  ten  (10),  and  eleven  (11),  in  block  '*B**  of  said 
Peller,  Pratt  and  KendalKs  subdivision  as  per  plat  recorded  in  book  5  of  maps, 
page  22,  records  of  said  county ; 

Also,  beginning  at  a  point  six  hundred  twenty  and  one-half  (620^)  feet  west 
and  thirty  (SO)  feet  south  of  the  northeast  comer  of  the  south  half  (Si)  of  tb« 
south  half  (Si)  of  lot  twenty -seven  (27),  block  77,  of  the  Rancho  San  Bernardino, 
as  per  plat  recorded  in  book  7  of  maps,  page  2,  records  of  said  county,  thence 
west  one  hundred  thirty-four  and  eighty-five  hundredths  (134.85)  feet;  thence  south 
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oae  hundred  four  (104)  feet;  thence  west  seventy-eight  and  one-half  (78*)  feet; 
thence  south  in  a  direct  line,  one  hundred  twenty-two  (122)  feet,  more  or  less,  to 
Mill  Creek  Zanja;  thence  easterly  along  said  Zanja,  to  a  point  of  its  intersection 
•with  Mill  St.;  thence  along  the  west  line  of  said  Mill  st„  north  two  hundred  eighty- 
eight  (288)  feet,  more  or  less,  to  the  point  of  beginning;  together  with  all  buildings, 
improvements  and  fixtures  now  located  thereon. 

And  for  a  like  consideration  the  grantor  does  hereby  grant,  bargain,  sell,  convey, 
assign,  transfer  and  set  over  unto  the  grantee,  its  successors  and  assigns,  all  those 
certain  lots,  pieces  and  parcels  of  ground,  and  interests  in  and  to  real  property 
situated  in  the  city  of  Colton,  county  of  San  Bernardino,  State  of  California,  more 
particularly  described  as  follows: 

Pakcel  (c) — Lots  one  (1)  to  sixieen  (IG),  both  inclusive,  in  block  173  of  the 
town  of  Colton,  in  said  city,  county  and  state,  as  per  plat  recorded  in  book  1)  of 
maps,  page  37,  reoords  of  said  county ;  together  with  all  buildings,  improvements 
and  fixtures  now  located  thereon. 

And  for  a  like  consideration  the  grantor  does  hereby  grant,  bargain,  sell,  convey, 
assign,  transfer  and  set  over  unto  the  grantee,  its  successors  and  assigns,  all  those 
certain  lots,  pieces  and  parcels  of  ground,  and  interests  in  and  to  real  property 
situated  in  the  city  of  San  Bernardino,  county  of  San  Bernardino,  State  of  Cali- 
fornia, more  particularly  described  as  follows : 

Parcel  (d) — All  that  portion  of  lot  one  (1),  in  block  10  of  the  five-acre  survey 
of  the  Rancho  San  Bernardino  in  the  city  of  San  Bernardino,  county  of  San  Ber- 
nardino, State  of  California,  a.s  per  plat  recorded  in  book  7  of  maps,  page  2, 
records  of  said  county,  described  as : 

Commencing  at  a  point  in  the  north  line  of  said  lot  one  (1),  at  the  northwest 
comer  of  land  formerly  owned  by  the  San  Bernardino  Artificial  Stone  and  Improve- 
ment Company  as  described  in  the  deed  from  A.  Thompson,  to  said  San  Bernardino 
Artificial  Stone  and  Improvement  Company,  recorded  in  book  55  of  deeds,  page  270, 
said  records:  thence  west  along  the  north  line  of  said  lot  one  (1),  one  hundred 
and  fifty  (150)  feet;  thence  south  three  hundred  fifteen  (315)  feet,  more  or  less, 
to  the  north  line  of  right  of  way  of  the  Southern  California  Railway  (now  Santa 
Fe  Railroad)  :  thence  east  one  hundred  fifty  (150)  feet;  thence  north  three  hun- 
dred fifteen  (315)  feet,  more  or  less,  to  the  point  of  beginning;  together  with  all 
buildings,  improvements  and  fixtures  now  located  thereon. 

And  for  a  like  consideration,  the  grantor  does  hereby  grant,  bargain,  sell,  convey, 
assign,  transfer  and  set  over  unto  the  grantee,  its  successors  and  assigns,  all  those 
certain  lots,  pieces  and  parcels  of  ground,  and  interests  in  and  to  real  property 
situated  in  the  city  of  Corona,  county  of  Riverside,  State  of  California,  more  par- 
ticularly described  as  follows : 

Parcel  (e) — ^AU  that  portion  of  lot  four  (4),  in  block  seventy -one  (71),  of 
South  Riverside  Colony  lands  as  shown  by  map  recorded  in  book  9,  page  G,  of  maps, 
records  of  San  Bernardino  County,  California,  described  as  follows : 

Commencing  at  the  northeast  corner  of  lot  five  (5),  in  said  block  seventy-one 
(71)  ;  thence  running  southeasterly  along  the  northeasterly  line  of  said  lot  4,  89 
feet  and  1  inch ;  thence  southerly  parallel  with  the  westerly  line  of  said  lot  4, 
194.42  feet ;  thence  westerly  along  the  southerly  line  of  said  lot  4  to  the  south- 
westerly corner  thereof;  thence  northerly  along  the  west  line  of  said  lot  4,  208.43' 
feet  to  the  point  of  beginning ; 

Together  with  all  buildings,  improvements  and  fixtures  now  located  thereon. 

And  for  a  like  consideration,  the  grantor  does  hereby  grant,  bargain,  sell,  convey, 
assign,  transfer  and  set  over  unto  the  grantee,  its  successors  and  assigns,  all  those 
certain  lots,  pieces  and  parcels  of  ground,  and  interests  in  and  to  real  and  personal 
property  situated  in  the  counties  of  San  Bernardino  and  Riverside,  State  of  Cali- 
fornia, more  particularly  described  as  follows: 

Parcel  (/) — Grantor's  gas  generating  systems,  compressor  plants  and  gas  dis- 
tributing systems  and  mains  in  and  about  each  of  the  cities  of  Redlands,  San 
Bernardino,  Corona  and  Colton,  including  among  other  things,  all  mains,  pipes, 
rights   of   way,    licenses   and    like   privileges,    furnaces,    boilers,    purifiers,    washers, 
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holders,  meters,  motors,  services,  tools,  equipment,  appliances  and  property  either 
real  or  personal  used  in  or  in  connection  with  said  systems. 

And  for  a  like  consideration  the  grantor  does  hereby  sell,  convey,  transfer, 
assign  and  set  over  unto  the  grantee,  its  successors  and  assigns,  the  personal  prop- 
erty situated  within  the  counties  of  San  Bernardino  and  Riverside,  more  particu- 
larly described  as  follows: 

Parcel  (^7) — All  office  furniture  and  equipment  which  was  on  the  14th  day 
of  June,  1921,  located  at  any  of  the  grantor*s  offices  in  any  of  the  cities  of  Red- 
lands,  San  Bernardino,  Corona  and  Cotton ;  and  all  automobiles  and  automobile 
trucks  now  owned  by  grantor,  excepting  therefrom,  however,  the  Hudson  automobile, 
License  No.  P.  S.  4068,  and  the  office  desk  and  office  chair  now  used  by  the  manager 
of  the  grantor. 

Pabcel  (h) — All  material  and  supplies,  including  oil,  now  owned  by  grantor. 

And  for  a  like  consideration  the  grantor  does  hereby  grant,  bargain,  sell,  convey, 
transfer,  assign  and  set  over  unto  the  grantee,  its  successors  and  assigns,  those 
certain  properties,  rights  and  interests  situated  within  the  said  counties  of  San 
Bernardino  and  Riverside,  State  of  California,  more  particularly  described  as 
follows  : 

Parcel  (i) — Those  certain  franchises,  rights  and  privileges  described  as  follows: 

1.  Redlands.  All  those  certain  franchises,  rights  and  privileges  granted  by  the 
board   of    trustees    of    the   city    of    Redlands    to    the   Redlands    Gas    Company,   by 

ordinance  No.  267,   and  to Edison  Company,  by  ordinance   No. , 

and  to  Home  Gas  and  Electric  Company,  by  ordinance  No.  407;  together  with  all 
pipes,  pipe  lines,  connections,  meters  and  other  apparatus  and  appliances  installed 
pursuant  to  or  in  connection  with  said  franchises,  and  each  of  them. 

2.  San  Bernardino,  All  those  certain  franchises,  rights  and  privileges  hereto- 
fore granted  by  the  city  of  San  Bernardino  to  Seth  Hartley  by  ordinance  adopted 
by  the  board  of  trustees  of  said  city,  November  5,  19<>4»  being  ordinance  No.  296; 
together  with  all  pipes,  pipe  lines,  connections,  meters  and  other  apparatus  and 
appliances  installed  pursuant  to  or  in  connection  with  said  franchise. 

3.  Colton.  All  rights,  privilege*  and  franchises  granted  by  the  board  of  trustees 
of  the  city  of  Colton  to  George  B.  Ellis,  by  ordinance  No.  195,  as  amended  by 
ordinance  No.  197;  together  with  all  pipes,  pipe  lines,  connections,  meters  and 
other  apparatus  and  appliances  installed  pursuant  to  or  in  connection  with  said 
franchise. 

4.  Corona.  All  rights,  privileges  and  franchises  granted  by  the  board  of  trustees 
of  the  city  of  Corona  to  P.  J.  Dubbell,  by  ordinance  No.  28o';  together  with  all 
pipes,  pipe  lines,  connections,  meters  and  other  apparatus  and  appliances  installed 
pursuant  to  or  in  connection  with  said  franchise. 

5.  All  franchises  to  use  the  public  streets  and  thoroughfares  of  each  and  every 
of  the  cities  hereinbefore  in  this  indenture  named,  and  of  laying  down  pipes  and 
conduits  therein  and  connections  therewith  so  far  as  may  be  necessary  for  intro- 
ducing into  and  supplying  said  cities  and  their  respective  inhabitants  with  gaslight 
acquired  by  grantor  under  and  by  virtue  of  section  19  of  Article  XI  of  the  Con- 
stitution of  the  State  of  California  as  it  existed  prior  to  October  10,  1911 ;  together 
with  all  pipes,  pipe  lines,  connections,  meters  and  other  apparatus  and  appliances 
installed  pursuant  to  or  in  connection  with  said  franchises. 

6.  Any  and  all  other  franchises,  rights  and  privileges  not  above  specifically 
set  forth,  granted  by  any  governmental  or  other  public  body  to  the  grantor,  or  now 
owned  by  it,  together  with  all  pipes,  pipe  lines,  connections,  meters  and  other 
apparatus  and  appliances  installed  pursuant  to  or  in  connection  with  any  of  said 
franchises. 

All  of  said  properties  are  subject  to  the  state  franchise  tax  of  the  grantor  foi 
the  fiscal  year  1921-22,  but  are  granted  and  conveyed  free  and  clear  from  any  and 
all  other  encumbrances. 

To  have  and  to  hold,  all  and  singular,  the  real  and  personal  property,  rights  and 
interests  aforesaid,  unto  the  said  grantee,  its  successors  and  assigns,  subject  to  the 
encumbrances  above  set  forth. 
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It  is  expressly  conditioned  and  agreed  by  and  between  the  parties  hereto  that 
although  this  indenture  is  executed  and  delivered  and  is  to  be  accepted  pursuant 
to  the  provisions  of  a  certain  indenture  made  in  duplicate  between  the  parties 
hereto,  dated  June  14,  1921,  which  said  instrument  makes  provision  for  the  sale 
and  purchase  of  the  properties  herein  described  and  contains  similar  privileges  and 
agreements  relating  to  said  properties,  and  other  matters,  yet  nevertheless  neither 
this  instrument  nor  the  execution,  delivery  and/or  acceptance  thereof  shall  be  con- 
strued as  satisfying,  modifying,  terminating  or  affecting  any  of  the  agreements, 
privileges  or  obligations  of  the  parties  arising  under  said  instrument,  under  Sec- 
tions IV,  V,  VIII  and  IX  thereof,  which  relate  to  covenants  on  the  part  of  the 
grantor  that  it  will  pay  or  has  paid  certain  obligations  and  has  delivered  or  will 
deliver  to  the  grantee  certain  certificates  of  title  and  will  bear  certain  risk  of  loss, 
and  make  certain  financial  adjustments  after  the  transfer  herein  made  and  provided. 
But  all  of  said  agreements,  covenants  and  obligations  set  forth  in  said  sections 
shall  continue  unabridged  in  full  force  and  effect. 

Th€  execution  and  delivery  of  this  indenture  is  made  by  and  with  the  written 
and  acknowledged  consent  of  the  holders  of  more  than  two-thirds  (§)  of  the  capital 
stock  of  the  grantor,  which  written  consent  is  hereto  attached,  marked  "Exhibit  A" 
and  made  a  part  hereof  by  reference.  And  this  indenture  is  furthermore  made  in 
accordance  with  Decision  No.  9238  of  the  Railroad  Commission  of  the  State  of 
California,  in  application  No.  6917,  entitled : 

In  the  Matter  of  the  Application  of  Citrus  Belt  Gas  Compciny  to  sell  and  of 
Southern  California  Gas  Company  to  buy  certain  property  in  the  cities  of 
Redlands,  Col  ton  and  San  Bernardino,  in  San  Bernardino  County,  and  in  the 
city  of  Corona,  in  Riverside  County,  State  of  California;  of  Southern  Cali- 
fornia Gas  Company  for  certificates  of  public  convenience  and  necessity  to 
exercise  certain  franchises  granted  by  said  cities,  or  applied  for;  for  the 
approval  of  a  certain  contract  entered  into  between  Citrus  Belt  Gas  Company 
and  Southern  California  Gas  Company,  as  of  date  June  14,  1921,  and  of  the 
Southern  California  Gas  Company  for  permission  to  issue  bonds  pursuant 
to  said  contract. 

And  in  accordance  with  the  decisions  of  the   Railroad  Commission  supplementary 
thereto  made  in  said  matter. 


Decision  No.  9358. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  PACIFIC  GAS  AND  ELEC- 
TRIC COMPAi^Y,  A  CORPORATION,  FOR  AN  ORDER  OF  THE  RAIf.- 
ROAD  COMMISSION  FIXING  FAIR  AND  REASONABLE  RATES  FOR 
GAS  SUPPLIED  TO  ITS  CONSUMERS. 


Application  No.  6108. 
Decided  August  15, 1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

Whereas,  Pacific  Gas  and  Electric  Company  has  filed  with  this 
Commission,  in  accordance  with  its  Decision  No.  9125  in  the  above 
entitled  matter,  a  stipulation  setting  forth  that  on  August  3,  1921,  the 
price  paid  by  it  for  oil  was  reduced  25  cents  per  barrel  below  that 
effective  at  its  various  plants  on  June  1,  1921,  and  as  set  forth  in 
Decision  No.  9125 ;  and 

Whereas,  in  Decision  No.  9125  in  the  above  entitled  matter  it  was 
provided  with  reference  to  the  various  rate  schedules  therein  established 
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that  the  same  would  be  subject  to  increase  or  decrease  as  set  forth  therein 
with  the  change  in  price  of  oil  paid  upon  approval  of  the  Railroad 
Commission  of  the  State  of  California,  such  change  to  be  to  the  nearest 
one  cent; 

It  is  hereby  ordered,  that  the  rates  as  set  forth  in  Decision  No.  9125  in 
Application  No.  6108  be  and  they  are  hereby  reduced  as  follows,  effective 
for  all  meter  readings  taken  on  and  after  September  3,  1921 : 

Schedule  G-1 5  cents  per  1000  cubic  feet 

Schedule  G-3 6  cente  per  1000  cubic  feet 

Schedule  G-4 5  cents  per  1000  cubic  feet 

Schedule  G-5 6  cents  per  1000  cubic  feet 

Schedule  G-0 6  cents  per  1000  cubic  feet 

Schedule  G-7 7  cents  per  1000  cubic  feet 

Schedule  G-8 8  cents  per  1000  cubic  feet 

Schedule  G-9 . 5  cents  per  1000  cubic  feet 

It  is  hereby  further  ordered ,  that  Pacific  Gas  and  Electric  Company 
file  with  the  Commission  on  or  before  September  3,  1921,  a  revision  of 
its  schedules  to  comply  with  this  order. 

Dated  at  San  Francisco,  California,  this  fifteenth  day  of  August,  1921. 


Decision  No.  9359. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  COUNTIES 
GAS  COMPANY  OF  CALIFORNIA  FOR  AUTHORITY  TO  INCREASE 
ITS  RATES  FOR  ARTIFICIAL  GAS  SUPPLIED  TO  THE  CITY  OP 
SANTA  BARBARA  AND  UNINCORPORATED  COMMUNITIES  IN  THE 
COITNTY  OF  SANTA  BARBARA. 


Application  No.  5234. 
Decided  August  15, 1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

Whereas,  Southern  Counties  Gas  Company  of  California  has  filed  with 
this  Commission,  in  accordance  with  Decision  No.  9127  in  the  above 
entitled  matter,  a  stipulation  setting  forth  that  on  August  3,  1921,  the 
price  for  oil  paid  by  Southern  Counties  Gas  Company  of  California  for 
use  in  its  Santa  Barbara  gas  plant  reduced  from  $2.54  to  $2.29  per 
barrel,  or  25  cents  per  barrel ;  and 

Whereas,  in  the  Commission's  Decision  No.  9127  it  was  specified 
relative  to  the  rates  therein : 

Upon  the  approval  of  the  Railroad  Commission  of  the  State  of  California  the 
above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  2.0  cents  per  1000 
cubic  feet  for  each  10  cents  increase  or  decrease  respectively  in  the  cost  of  oil 
above  or  below  the  base  cost  of  oil,  which  base  cost  herein  is  $2.54  per  barrel  at 
the  company*s  plant.    Change  to  be  to  the  nearest  cent 
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It  is  hereby  ordered,  that  the  rates  set  forth  in  Schedules  Nos.  1,  2  and 
3  in  Decision  No.  9127  in  Application  No.  5234  be  and  the  same  are 
reduced  6  cents  per  1000  cubic  feet,  effective  for  all  meter  readings  taken 
on  and  after  the  third  day  of  September,  1921. 

It  is  hereby  further  ordered,  that  Southern  Counties  Gas  Company  of 
California  file  with  the  Commission  on  or  before  September  3,  1921,  a 
revision  of  its  schedules  to  comply  with  this  order. 

Dated  at  San  Francisco,  California,  this  fifteenth  day  of  August,  1921. 


Decision  No.  9360. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  CALIFORNIA 
(JAS  COMPANY  FOR  AN  INCREASE  IN  AND  A  GENERAL  ADJUST- 
MENT OF  ITS  RATES  AND  CHARGES  FOR  GAS  TO  BE  SOLD  AND 
DISTRIBUTED  BY  IT  WITHIN  THE  CITY  OF  LOS  ANGELES  AND 
VARIOUS  INCORPORATED  AND  UNINCORPORATED  TERRITORIES 
IN  THE  VICINITY  OF  LOS  ANGELES. 


Application  No.  6338. 
Decided  August  15, 1921. 


By  the  Commission. 

SECOND  SUPPLEMENTAL  ORDER. 

Whereas,  Los  Angeles  Gas  and  Electric  Corporation  has  filed  with  this 
Commission,  in  accordance  with  Decision  No.  9132  in  Application  No. 
6326,  a  stipulation  setting  forth  that  on  August  3,  1921,  the  price  paid 
by  Los  Angeles  Gas  and  Electric  Corporation  for  oil  was  reduced  from 
$1.75  to  $1.50  per  bari'el,  or  25  cents  per  barrel ;  and 

Whereas,  in  Decision  No.  9133  in  Application  No.  6338  it  was  provided 
with  reference  to  Schedules  Nos.  A-1,  A-4  and  A-5  that : 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  1  cent  per 
1000  cubic  feet  for  each  10-cent  increase  or  decrease,  respectively,  in  the  cost  of 
oil  as  may  from  time  to  time  be  authorized  on  the  system  of  the  Los  Angeles  Gas 
and  Electric  Corporation,  subject  to  the  approval  of  the  Railroad  Commission  of 
the  State  of  California.     Change  to  be  to  the  nearest  one  cent. 

It  is  hereby  ordered,  that  the  rates  as  set  forth  in  Decision  No.  9133 
in  Application  No.  6338  designated  as  Schedules  Nos.  A-1,  A-4  and  A-5 
be  and  they  are  hereby  reduced  by  2  cents  per  1000  cubic  feet,  effective 
for  all  meter  readings  taken  on  and  after  September  3,  1921. 

It  is  hereby  further  ordered,  that  Southern  California  Gas  Compatiy 
file  with  the  Commission  on  or  before  September  3,  1921,  a  revision  of 
its  schedules  to  comply  with  this  order. 

Dated  at  San  Francisco,  California,  this  fifteenth  day  of  August,  1921. 
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Decision  No.  9361. 

in  the  matter  of  the  application  of  los  angeles  gas  and 
electric  corporation  for  increase  in  rates  charged 

FOR  GAS. 


Application  No.  6326. 
Decided  August  15,  1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

Whereas,  Los  Angeles  Gas  and  Electric  Corporation  has  filed  with 
this  Commission,  in  accordance  with  Decision  No.  9132  in  the  above 
entitled  application,  a  stipulation  setting  forth  that  on  August  3,  1921, 
the  price  paid  by  Los  Angeles  Gas  and  Electric  Corporation  for  oil  was 
reduced  from  $1.75  to  $1.50  per  barrel,  or  25  cents  per  barrel ;  and 

Whereas,  in  Decision  No.  9132  in  the  above  entitled  matter  it  was 

provided  with  reference  to  the  rates  therein  established  that : 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  1  cent  per 
1000  cubic  feet  for  each  10-cent  increase  or  decrease,  respectively,  in  the  cost  of 
oil  above  or  below  the  price  of  $1.75  per  barrel  upon  approval  of  the  Railroad 
Commission  of  the  State  of  California.     Change  to  be  to  the  nearest  one  cent. 

It  is  hereby  ordered,  that  the  rates  as  set  forth  in  Decision  No.  9132 
in  Application  No.  6326  designated  as  Schedules  Nos.  1,  2,  3,  4  and 
**  Class  *  A'  Industrial  Service  Limited/'  be  and  they  are  hereby  reduced 
by  2  cents  per  1000  cubic  feet  effective  for  all  meter  readings  taken  on 
and  after  September  3,  1921. 

It  is  hereby  further  ordered,  that  Los  Angeles  Gas  and  Electric 
Corporation  file  with  the  Commission  on  or  before  September  3,  1921,  a 
revision  of  its  schedules  to  comply  with  this  order. 

Dated  at  San  Francisco,  California,  this  fifteenth  day  of  August,  1921. 


Decision  No.  9364. 
ix  the  matter  of  the  application  of  nevada,  california 
and  oregon  telegraph  and  telephone  company,  to  issue 

BONDS  OF  THE  FACE  VALUE  OF  FIFTEEN  THOUSAND  DOLLARS. 


Application  No.  2359. 
Decided  August  15,  1921. 


By  th«  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

Whereas,   the  Railroad   Commission   by   Decision   No.   3532,   dated 

July  21,  1916,  as  amended,  authorized  Nevada,  California  and  Oregon 

Telegraph  and  Telephone  Company  to  issue  and  sell,  at  not  less  than  80 

per  cent  of  face  value,  plus  accrued  interest,  $15,000  of  its  first  mortgage 
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lie  purpose  of  reimbursing  its  treasury  and  for  obtaining 
anee  the  construction  of  a  proposed  toll  line  from  Alturas 
;,  Modoc  County,  and  of  a  telephone  exchange  in  Cedarville, 

applicant  reports  that  it  has  issued  and  sold,  at  82.65  per 
value,  $8,800  of  the  $15,000  of  bonds  authorized  to  be  issued 
sion  No.  3532,  and 

applicant  now  asks  permission  to  issue  the  remaining  $6,200 
or  before  December  31,  1921,  and  to  pledge  them  to  secure 
of  a  one-year  8  per  cent  promissory  note  for  $5,000  in  favor 
dustrial  Bank, 

pearing  to  the  Railroad  Commission  that  applicant 's  request 
anted ;  now,  therefore ; 

y  ordered^  that  the  order  in  Decision  No.  3532,  dated  July  21, 
mded,  be  and  it  is  hereby  modified  so  as  to  permit  Nevada, 
nd  Oregon  Telegraph  and  Telephone  Company  to  issue,  on 
)ecember  31,  1921,  the  remaining  $6,200  of  the  bonds 
0  be  issued  by  said  Decision  No.  3532,  and  to  pledge  them  as 
its  one-year  8  per  cent  promissory  note  for  $5,000,  and  to 
ey  obtained  through  the  deposit  of  the  bonds  to  finance  the 
lling  the  new  central  office  equipment  at  Susanville  and  to 
s  treasury,  all  as  indicated  in  the  report  filed  by  applicant 
ilroad  Commission  on  August  11,  1921. 
hy  further  ordered,  that  the  order  in  Decision  No.  3532, 
21,  1921,  as  amended,  shall  remain  in  full  force  and  eflfect, 
edified  by  this  first  supplemental  order. 
San  Francisco,  California,  this  fifteenth  day  of  August, 


Decision  No.  9368. 


TTER  OF  THE   APPLICATION   OF   WESTERN   STATES   GAS 
LECTRIC   COMPANY   FOR    AN   ORDER   AUTHORIZING   THE 
OF    ITS   TEN-YEAR    SIX   PER   CENT    NOTES   OF   THE    PAR 
OF  SIX  HUNDRED  THOUSAND  DOLLARS. 


Application  No.  7079. 
cided  August  16, 1921. 


len  L.  Chickering,  for  Applicant. 
OPINION. 

Electric  Company  asks  permission  to  issue 
per  cent  of  their  face  value  and  accrued 
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interest  $600,000  of  6  per  cent  notes  due  February  1,  1927,  and  use  the 
proceeds  to  pay  current  indebtedness. 

The  testimony  shows  that  applicant  up  to  June  30, 1921,  has  expended 
$556,439.64  for  additions  and  betterments,  against  which  the  Commission 
has  not  authorized  the  issue  of  stock,  bonds  or  notes.  Applicant's 
Exhibits  **4,''  **5''  and  **6'*  filed  in  this  proceeding  contain  a  summary 
of  its  construction  expenditures.  To  carry  forward  its  construction 
work,  applicant  has  found  it  necessary  from  time  to  time  to  issue  notes 
and  to  secure  credit  on  open  account.  Its  note  and  open  account 
indebtedness  as  of  June  30,  1921,  is  reported  at  $837,318.85.  It  is  to 
liquidate  part  of  this  indebtedness  that  applicant  asks  permission  to 
issue  and  sell  $600,000  of  notes.  Its  earnings  have  been  more  than 
sufficient  to  pay  operating  expenses,  fixed  charges  and  meet  its  dividend 
payments. 

The  notes  which  applicant  asks  permission  to  issue  are  part  of  an 
authorized  created  indebtedness  of  $5,000,000  dated  February  1,  1917. 
They  mature  February  1, 1927.  In  the  agreement  securing  the  payment 
of  the  notes,  applicant  covenants  that  it  will  not  place  an  additional 
mortgage  or  other  encumbrances  upon  its  property,  real,  personal  or 
mixed,  unless  and  until  it  shall  by  mortgage  or  deed  of  trust  secure  the 
carrying  out  of  the  agreement  and  the  payment  of  the  principal  and 
interest  of  the  notes  issued  thereunder,  equally  and  ratably  with  the 
bonds  or  notes  or  other  obligations  secured  by  such  additional  mortgage 
or  deed  of  trust.  This  covenant  is  the  only  security  for  the  payment  of 
the  notes,  other  than,  of  course,  the  promise  of  the  company  to  pay  such 
notes. 

Applicant  reports  $3,231,500  of  common  and  $2,906,000  of  7  per  cent 
cumulative  preferred  stock  outstanding  on  June  30,  1921.  Its  funded 
indebtedness  in  the  hands  of  the  public  as  of  the  same  date  is  reported 
at  $7,182,000  and  consists  of  $213,000  of  American  River  Electric  Com- 
pany 5  per  cent  bonds  due  1933 ;  $4,206,000  of  Western  States  Gas  and 
Electric  Company  5  per  cent  bonds  due  1941;  $1,199,000  of  Western 
States  Gas  and  Electric  Company  6^  per  cent  gold  notes  due  August  1, 
1923,  and  $1,564,000  of  Western  States  Gas  and  Electric  Company  6 
per  cent  notes  due  February  1,  1927.  In  addition  to  the  funded  debt 
in  the  hands  of  the  public,  the  company  has  issued  and  depasited 
$1,724,000  of  Western  States  Gas  and  Electric  Company  5  per  cent 
bonds  to  secure  the  payment  of  the  $1,199,000  of  6^  per  cent  gold  notes. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Western  States  Gas  and  Electric  Company  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  $600,000  of  notes,  a  public 
hearing  having  been  held  and  the  Railroad  Commission  being  of  the 
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opinion  that  the  money,  property  or  labor  to  be  procured  or  paid  for  by 
such  issue  is  reasonably  required  for  the  purpose  or  purposes  specified 
in  this  order  and  that  the  expenditures  for  such  purpose  or  purposes 
are  not  in  whole  or  in  part  reasonably  chargeable  to  operating  expenses 
or  to  income ; 

It  is  hereby  ordered,  that  Western  States  Gas  and  Electric  Company 
be  and  it  is  hereby  authorized  to  issue  and  sell,  for  cash,  at  not  less  than 
83J^  per  cent  of  their  face  value  and  accrued  interest  $600,000  of  6  per 
cent  notes  due  February  1,  1927,  for  the  purpose  of  financing  con- 
struction expenditures  incurred  on  or  before  June  30,  1921,  and  through 
such  financing  use  the  proceeds  obtained  from  the  sale  of  the  notes  to 
pay  part  of  the  current  indebtedness  reported  in  the  company's  Exhibit 
**2''  filed  in  this  proceeding. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  authority  herein  granted  to  issue  notes  will  not  become  effective 
until  applicant  has  paid  the  fee  prescribed  in  the  Public  Utilities  Act. 

2.  Western  States  Gas  and  Electric  Company  shall  keep  such  record 
of  the  issue  and  sale  of  the  notes  herein  authorized  and  of  the  disposition 
of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty -fifth  day 
of  each  month,  a  verified  report  as  required  by  the  Railroad  Commis- 
sion's General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made 
a  part  of  this  order. 

3.  The  authority  herein  granted  will  apply  only  to  such  notes  as  may 
be  issued,  sold  and  delivered  on  or  before  December  1,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  sixteenth  day  of  August,  1921. 


Decision  No.  9374. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  COAST  COUNTIES  (4AS 
AND  ELECTRIC  COMPANY,  A  CORPORATION,  FOR  AN  ORDER  TO 
ISSUE  ONE  THOUSAND  SHARES  OF  THE  FIRST  PREFERRED 
STOCK  OF  SAID  CORPORATION  AT  EIGHTY-FIVE  PER  CENT  OF 
THE   PAR    VALUE. 


Application  No.  7036. 
Decided  August  16,  1921. 


Leo  Suasmanj   for  Applicant. 

LoV£LAND,    Commissioner. 

OPINION. 

Coast  Counties  Gas  and  Electric  Company  asks  permission  to  issue 

and  sell  at  not  less  than  $85  per  share  1000  shares  ($100,000)  of  its 
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6  per  cent  first  preferred  stock  and  use  the  proceeds  to  reimburse  its 
treasury  on  account  of  earnings  expended  for  additions  and  betterments 
to  its  plant  and  system. 

Coast  Counties  Gas  and  Electric  Company  has  an  authorized  stock 
issue  of  $4,000,000  divided  into  $1,000,000  of  fir§t  preferred,  $1,000,000 
of  original  preferred  and  $2,000,000  of  common  stock.  Stock  in  the 
amount  of  $2,180,000,  consisting  of  $180,000  of  first  preferred,  $1,000,000 
of  original  preferred  and  $1,000,000  of  common  is  outstanding. 

The  company's  balance  sheet  as  of  June  30, 1921,  Exhibit  **B,"  shows 
funded  debt  in  the  hands  of  the  public  amounting  to  $1,421,000.  As  of 
the  same  date,  the  company  reports  $49,012.78  of  notes  and  $71,078.91  of 
accounts  payable. 

In  Exhibit  **D''  filed  in  this  proceeding,  the  company  reports  that 
from  July  1,  1917,  to  December  31,  1920,  it  expended  the  sum  of 
$284,671.93  for  additions  and  betterments  to  its  plant  and  system.  Of 
this  amount,  $1,425.49  has  been  financed  through  the  sale  of  stock,  the 
issue  of  which  has  heretofore  been  authorized  by  the  Commission. 
Deducting  the  $1,425.49  from  the  $284,671.93  leaves  $283,246.44,  against 
which  the  Commission  has  not  authorized  the  issue  of  stock  or  bonds. 

The  company  asks  permission  to  issue  and  sell  $100,000  of  its  first 
preferred  stock  to  reimburse  its  treasury  and  finance  part  of  its  con- 
struction expenditures  incurred  on  or  before  December  31,  1920.  The 
records  show  that  the  company  has  invested  in  its  plant  and  business 
earnings  in  excess  of  $100,000.  I  am  of  the  opinion  that  because  of  such 
investment,  the  company  may  properly  be  permitted  to  issue  $100,000 
of  stock  for  the  purpose  of  reimbursing  its  treasury. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Coast  Counties  Gas  and  Electric  Company  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  $100,000  of  its  first 
preferred  stock,  a  public  hearing  having  been  held  and  the  Railroad 
Commission  being  of  the  opinion  that  the  money,  property  or  labor  to 
be  procured  or  paid  for  by  such  issue  is  reasonably  required  for  the 
pur{)ose  or  purposes  specified  in  this  order  and  that  the  expenditures  for 
such  purpose  or  purposes  are  not  in  whole  or  in  part  reasonably  charge- 
able to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  Coast  Counties  Gas  and  Electric  Company 
be  and  it  is  hereby  authorized  to  issue  and  sell,  for  cash,  at  not  less  than 
$85  per  share  1000  shares  ($100,000)  of  its  first  preferred  6  per  cent 
stock  for  the  purpose  of  reimbursing  its  treasury  on  account  of  earnings 
expended  for  additions  and  betterments  reported  in  Exhibit  **D"  filed 
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in  this  proceeding  and  to  finance  in  part  the  expenditures  reported  in 
said  exhibit. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  Coast  Counties  Gas  and  Electric  Company  shall  keep  such  record 
of  tile  issue  and  sale  of  the  stock  herein  authorized  and  of  the  disposition 
of  the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day 
of  each  month  a  verified  report,  as^required  by  the  Railroad  Commis- 
sion 's  General  Order  No.  24,  which  order  in  so  far  as  applicable  is  made 
a  part  of  this  order. 

2.  The  authority  herein  granted  will  apply  only  to  such  stock  as  may 
be  issued,  sold  and  delivered  on  or  before  April  1,  1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  sixteenth  day  of  August,  1921. 


Decision  No.  9381. 

IN  THE  MATTER  OP  THE  APPLICATION  OF  THE  WESTERN  PACIFIC 
RAILROAD  COMPANY,  OF  FRANKLIN  V.  SPOONER,  ROBERT  R. 
PARDOW,  AND  JOHN  C.  RUED,  AND  OF  HENRY  E.  COOPER,  A.  M. 
HUNT,  JAMES  D.  PIIELAN,  GEORGE  WHITTELL,  DAVID  R.  FOR- 
GAN,  I  De  BRUYN.  C.  LBDYARD  BLAIR,  FREDERICK  H.  ECKER, 
STARR  J.  MURPHY,  ROBERT  W.  MARTIN,  WILLIAM  SALOMON  AND 
RICHARD  B.  YOUNG,  AS  THE  REORGANIZATION  COMMITTEE 
CONSTITUTED  BY  THE  PLAN  AND  AGREEMENT  OF  REORGANI- 
ZATION OF  WESTERN  PACIFIC  RAILWAY  COMPANY  FOR 
AUTHORIZATION  OF  PROCEEDINGS  PURSUANT  TO  SAID  PLAN 
AND   AGREEMENT  OF  REORGANIZATION. 


Application  No.  2351. 
Decided  August  18,  1921. 


A.  R.  Baldwin^  Leslie  «/.  Hinsdale  and  Carl  Taylor,  by  Carl  Taylor,  for  Applicant. 
LoVELAND,    Commissioner. 

SECOND  SUPPLEMENTAL  OPINION. 

In  a  supplemental  petition  filed  July  22^  1921,  in  this  proceeding, 
The  Western  Pacific  Railroad  Company  reports  that  it  has  on  deposit 
$7,087,085.30  obtained  from  the  sale  of  the  $20,000,000  of  bonds,  the 
issue  of  which  was  authorized  by  Decision  No.  3453,  dated  June  22, 1916, 
as  modified  from  time  to  time  by  supplemental  orders  in  this  proceeding. 

Applicant  reports  that  up  to  May  31,  1921,  it  expended  for  the 
acquisition  of  properties  and  the  construction  of  improvements  the 
sum  of  $4,012,966.44  and  that  none  of  these  expenditures  have  been  paid 
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through  the  issue  of  bonds  or  stock.     The  expenditures  are  summarized 

as  follows: 

Niles-San  Jose  branch $898,423  IS 

Calpine  branch,  from  Hawley  to  Davies  Mill 381,8^  88 

Bidwell  spur,  Bidwell  to  Bidwell  Bar 27,273  96 

Ellesbeck  branch 17,<KJ4  54 

Reno    branch 240,421  76 

Improvements,  main  line 912,404  94 

Purchase  of  equipment — 10  locomotives,  400  gondola  and  1500 

box  cars,  part  payment ^^f 1,477,475  2^ 

Construction,  purchase  and  improvements  to  equipment 58,057  93 

Total $4,012,966  44 

The  record  shows  that  applicant  estimates  that  it  will  have  to  expend 
$1,607,457.88  more  to  complete  its  Niles-San  Jose  branch  from  Niles 
to  San  Jose,  its  Calpine  branch  from  Hawley  to  Davies  Mill,  and 
its  Bidwell  spur  from  Bidwell  to  Bidwell  Bar.  Of  this  amount, 
$1,351,576.82  is  allocated  to  the  Niles-San  Jose  branch,  $67,155.12  to  the 
Calpine  branch  and  $187,726.04  to  the  Bidwell  spur.  Applicant  asks 
permission  to  use  $4,012,966.44  of  the  proceeds  obtained  from  the  sale 
of  the  $20,000,000  of  bonds  to  reimburse  its  treasury  on  account  of 
expenditures  incurred  prior  to  May  31,  1921,  and  also  to  use  not 
exceeding  $1,607,457.98  of  the  proceeds  from  the  sale  of  the  bonds  to 
pay  the  cost  of  completing  the  Niles-San  Jose  branch,  the  Calpine  branch 
and  the  Bidwell  spur.  I  have  considered  applicant's  request  and 
believe  that  it  should  be  granted. 

I  herewith  submit  the  following  form  of  order : 

SIXTH    SUPPLEMENTAL    ORDER. 

The  Western  Pacific  Railroad  Company  having  asked  permission  to 
expend  proceeds  obtained  from  the  sale  of  bonds,  the  issue  of  which  the 
Commission  has  heretofore  authorized,  and  the  Commission  being  of 
the  opinion  that  applicant's  request  should  be  granted  subject  to  the 
conditions  of  this  order ; 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  3453,  dated 
June  22,  1916,  as  amended,  be  and  it  is  hereby  further  amended  so  as 
to  permit  The  Western  Pacific  Railroad  Company  to  use  $4,012,966.44 
obtained  from  the  sale  of  bonds,  the  issue  of  which  is  authorized  by  said 
order,  to  finance  the  construction  expenditures  incurred  on  or  before 
May  31,  1921,  reported  in  the  supplemental  petition  filed  July  22,  1921, 
in  the  above  entitled  matter,  and  to  reimburse  its  treasury  on  account 
of  such  expenditures.  Said  order  is  further  amended  so  as  to  permit 
the  company  to  use  not  exceeding  $1,607,457.98  obtained  from  the  sale 
of  said  bonds  to  finance  the  construction  costs  which  have  been  or  will 
be  incurred  subsequent  to  May  31,  1921,  to  complete  the  Niles-San  Jose 
branch,  the  Calpine  branch,  and  the  Bidwell  spur,  referred  to  in  said 
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supplemental  petition,  and  to  reimburse  its  treasury  on  account  of  such 
expenditures. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  3453,  dated 
June  22,  1916,  as  amended,  shall  remain  in  full  force  and  effect,  except 
as  modified  by  this  sixth  supplemental  order. 

The  foregoing  second  supplemental  opinion  and  sixth  supplemental 
order  are  hereby  approved  and  ordered  filed  as  the  second  supplemental 
opinion  and  sixth  supplemental  order  of  the  Railroad  Commission  of 
the  State  of  California. 

Dated  at  San  Francisco,  California,  this  eighteenth  day  of  August, 
1921. 


Decision  No.  9382. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  MERCED  IRRIGATION 
DISTRICT  AND  SAN  JOAQUIN  LIGHT  AND  POWER  CORPORATION 
FOR  AN  ORDER  APPROVING  A  CERTAIN  AGREEMENT  BETWEEN 
THE  PARTIES;  AND  FOR  A  FURTHER  ORDER  FIXING  AND 
ESTABLISHING  THE  RATE  TO  BE  CHARGED  AND  PAID  FOR 
ELECTRIC  ENERGY  TO  BE  SOLD  AJSD  DELIVERED  UNDER  THE 
PROVISIONS    OF    SAID    AGREEMENT. 


Application  No.  6967. 
Decided  August  19,  1921. 


Ibbioation  District — Sam:  of  Electric  Energy — Bonds — Jurisdiction. — The 
question  whether  an  irrigation  district  should  bond  itself  to  develop  water 
and  power  is  outside  the  jurisdiction  of  the  Railroad  Commission. 

Sale  of  Electric  Power  by  Irrigation  District — Rasis  fob  Rate  of  Power 
AS  By-Pboduct. — Proper  basis  of  rate  for  sale  of  power  as  by-product  held 
to  be  cost  to  power  company's  consumers  of  developing  equivalent  power  else- 
where by  future  development  of  stream  flow  plants. 

Rate  I-'^xed. — It  is  found  that  4.5  mills  at  plant  switchboard  is  a  reasonable  rate 
for  power  to  be  sold  by  Merced  Irrigation  District  to  San  Joaquin  Light  and 
Power  Corporation. 

.4.  L.  Cowell,  J.  D.  Oallotoay  and  W.  D,  Wagner,  for  Merced  Irrigation  District. 

Murray  Bourne,  for  San  Joaquin  Light  and  Power  Corporation. 

John  8.  Partridge,  for  Water  Users  and  Tax  Payers  Association  of  Merced. 

Rowell  and  Benedict,  Commissioners. 

OPINION. 
Merced  Irrigation  District,  hereinafter  referred  to  as  the  irrigation 
district,  and  San  Joaquin  Light  and  Power  Corporation,  hereinafter 
referred  to  as  the  power  company,  jointly  apply  for  the  approval  of 
two  agreements  between  them,  one  covering  the  diversion  of  water  by 
the  irrigation  district  from  one  of  the  power  company's  hydroelectric 
plants,  the  other  covering  the  sale  of  electric  power  to  the  power  com- 
pany by  the  irrigation  district,  and  for  the  fixing  of  a  reasonable  rate 
to  be  paid  for  such  power.  The  irrigation  district  joins  in  the  appli- 
cation through  its  mutual  interest  in  the  approval  of  the  contract  and 
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its  recognition  of  the  jurisdiction  of  the  Railroad  Commission  over  the 
power  company. 

The  irrigation  district  proposes  to  bond  itself  and  to  construct  a  large 
storage  dam  across  the  Merced  River  near  Exchequer,  about  twenty- 
five  miles  northeast  of  Merced,  creating  a  reservoir  of  some  250,000 
acre-feet  capacity.  The  water  of  the  Merced  River  stored  therein 
during  the  flood  season  will  later  be  released,  allowed  to  follow  the 
natural  course  of  the  stream  for  several  miles  and  will  then  be  diverted 
for  use  in  the  irrigation  of  lands  around  Merced.  It  is  proposed  to 
install  a  power  plant  at  the  dam  and  pass  the  water  through  this 
plant  as  it  is  released.  The  use  of  water  will  be  primarily  for  irriga- 
tion purposes  and  its  passage  through  this  plant  must  be  governed 
accordingly.  Pondage  in  the  river  between  the  power  plant  and  diver- 
sion dam  will  permit  daily  variation  in  the  flow  of  water  and  the 
regulation  of  the  load  on  the  power  plant  to  meet  the  requirements  of 
the  power  company. 

One  of  the  contracts  presented  for  approval  and  filed  as  Exhibit 
*'B"  provides  that  a  power  plant  of  25,000-kilowatt  capacity  is  to  be 
built  and  operated  by  the  irrigation  district;  that  the  output  of  this 
plant  is  to  be  measured  at  the  switchboard  but  that  the  irrigation 
district  will  furnish  step-up  transformers  and  deliver  power  to  the 
power  company  on  the  outgoing  transmission  line;  that  the  plant  is, 
within  certain  limits,  to  be  operated  at  the  load  factor  of  the  power 
company's  system,  and  that  the  rate  to  be  paid  by  the  power  company 
for  the  power  shall  be  fixed  by  the  Railroad  Commission. 

The  power  company  now  owns  and  operates  a  small  generating 
station  at  Merced  Falls,  a  few  miles  below  the  site  of  the  Exchequer 
dam.  The  water  supply  and  consequently  the  operation  of  this  plant 
will  be  affected  by  the  storage  of  water  at  Exchequer  and  the  diversion 
of  water  from  the  stream  above  the  Falls  plant.  A  separate  contract, 
filed  in  this  proceeding  as  Exhibit  **A,"  provides  that  the  irrigation 
district  shall  pay  the  power  company  at  the  rate  to  be  fixed  herein  for 
the  decrease  in  the  output  of  the  present  Merced  Falls  plant  below  a 
fixed  standard.  This  is  in  effect  a  sale  of  part  of  the  power  com- 
pany's water  right  and  as  such  has  already  been  approved  by  this 
Commission  except  as  to  compensation  (Decision  No.  9187,  June  30, 
1921).  The  contract  now  awaiting  approval  is  that  covering  the  sale 
of  power  from  the  Exchequer  plant. 

The  Water  Users  and  Tax  Payers  Association  of  Merced,  an  organi- 
zation of  property  owners  within  the  area  covered  by  the  district 
objecting  to  the  bonding  of  the  district  for  the  construction  of  the 
proposed  works,  objects  to  the  consideration  by  the  Commission  of  the 
matters  herein  presented  and  at  the  same  time  urges  that  the  Corn- 
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mission  give  consideration  to  the  advisability  of  carrying  out  the 
development  proposed.  The  question  as  to  whether  or  not  the  people 
of  this  district  should  bond  themselves  as  proposed  is  clearly  outside 
of  the  jurisdiction  of  the  Railroad  Commission  as  fixed  by  law,  is 
beyond  the  scope  of  the  order  requested  by  these  applicants  and  is  a 
matter  to  be  settled  only  by  the  people  of  the  district  themselves. 

The  proposed  development  of  hydroelectric  power  being  as  a  by- 
product and  for  the  purpose  of  realizing  a  profit  which  will  partially 
carry  the  cost  of  the  main  irrigation  works,  the  cost  to  the  irrigation 
district  of  developing  power  is  clearly  not  the  proper  standard  by 
which  to  fix  a  rate  for  the  sale  of  that  power.  It  has  been  agreed  by 
both  applicants  in  this  proceeding  that  the  proper  basis  of  such  a  rate 
is  the  cost  to  the  power  company's  consumers  of  developing  equiva- 
lent power  elsewhere  by  the  power  company  itself  and  all  of  the 
studies  of  the  question  have  been  made  along  this  line. 

The  power  company  presented  figures  showing  the  average  cost  of 
hydroelectric  and  steam  power  as  generated  in  its  existing  plants  and 
after  giving  consideration  to  the  relative  amounts  of  steam  and  hydro- 
electric power  that  would  be  replaced  by  the  proposed  purchase  of 
power  arrived  at  a  rate  of  3.825  mills  per  kilowatt  hour. 

The  irrigation  district  urges  that  the  power  which  it  proposes  to 
deliver  to  the  power  company  will  be  in  addition  to  that  now  generated 
and  instead  of  being  substituted  for  part  of  the  power  now  produced 
will  be  substituted  for  power  which  must  otherwise  be  developed  in 
the  future  and  that  the  costs  to  be  used  should  be  those  of  future 
rather  than  past  construction.  Information  before  the  Commission 
indicates  that  the  power  company  will  have  little  or  no  difiSculty  in 
absorbing  the  output  of  the  Exchequer  plant  and  we  must,  therefore, 
hold  that  the  position  of  the  irrigation  district  is  sound. 

Curves  and  data  submitted  by  the  applicants  and  by  the  Commis- 
sion's engineering  department  show  that  the  seasonal  distribution  of 
the  output  of  the  Exchequer  plant  will  be  very  similar  to  that  of  the 
average  hydroelectric  plant  depending  upon  unregulated  stream  flow 
for  its  water  supply.  At  first  thought  this  does  not  appear  in  keeping 
with  the  proposed  storage  and  extensive  use  of  water  for  irrigation 
purposes  late  in  the  summer.  It  must  be  remembered,  however,  that 
the  plant  which  the  district  proposes  to  install  operates  under  the 
head  of  water  back  of  the  dam  and  that  as  the  storage  is  drawn  upon 
this  head  decreases,  falling  quite  rapidly  as  the  reservoir  is  emptied 
and  its  area  decreased.  It  appears  reasonable  to  conclude  that  the 
value  of  power  supplied  by  the  irrigation  district  to  the  power  com- 
pany should  be  measured  by  the  cost  to  the  public  of  future  develop- 
ments of  stream  flow  plants  to  be  constructed  by  the  utility. 
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In  an  eflfort  to  determine  the  average  cost  of  future  developments 
calculations  of  the  cost  of  power  from  a  number  of  plants  already 
built  were  submitted  by  J.  D.  Galloway,  consulting  engineer  of  the 
irrigation  district,  and  by  L.  S.  Ready,  the  Commission's  assistant 
chief  engineer.     These  costs  are  summarized  in  the  following  table: 

TABLE  No.  1. 
Cost  of  Production  of  Hydroelectric  Energy  at  Certain  Power  Plants. 

Mr.  (lalloway—     Mr.  Ready — 

milU  per  mills  p«r 

kilowatt  hour       kilowatt  hour 

San  Joaquin  Light  and  Power  Corporation : 

Total   hydroelectric   output  4.32 

Kerckhoff  plant  4.77             4.23 

Southern  California  Edison  Company : 

Stream  flow  plants,  exclusive  of  Kern  River  No.  3 o.24 

Kern   River   No.   3   6.50             6.40 

Kern  River  No.  1 2.53 

Borel    5.60 

Average  of  stream   flow  plants   4.35 

Same,  increased  by  3  per  cent  for  general  expense 4.48 

Merced   Irrigation  District — Exchequer  plant : 

Considering  fixed  charges  on  entire  development 8.34             6.57 

Considering  fixed  charges  on  power  development  only 1.95 

It  will  be  noted  that  IVIr.  Galloway's  figures  are  uniformly  higher 
than  those  of  Mr.  Ready.  This  difference  is  accounted  for  in  general 
by  a  different  method  of  handling  such  items  as  taxes  and  general 
expense.  Mr.  Galloway  has  included  in  the  estimates  of  cost  of  pro- 
duction a  proportion  of  state  taxes,  while  Mr.  Ready  excluded  this 
item  on  the  ground  that  state  taxes  are  levied  as  a  percentage  of  gross 
revenue  and  will  be  the  same  whether  the  company  buys  power  or 
produces  it  itself.  Mr.  Galloway  since  the  hearing  has  advised  that 
this  inclusion  was  in.  error,  agreeing  in  general  with  Mr.  Ready.  He 
has  included  in  the  cost  of  production  a  part  of  the  general  expense 
of  the  companies  operating  the  individual  plants  considered,  while 
Mr.  Ready  it  will  be  noted  has  allowed  for  this  item  of  cost  after 
averaging  the  costs  for  various  individual  plants.  The  plants  con- 
sidered here  are  all  on  streams  tributary  to  the  southern  San  Joaquin 
Valley  and  are,  as  far  as  it  is  possible  to  find  them,  plants  which  have 
been  built  under  the  general  physical  conditions  to  be  expected  in 
future  developments  of  San  Joaquin  Light  and  Power  Corporation. 
Some  of  the  plants  considered  were  constructed  many  years  ago  when 
prices  were  much  lower  than  at  the  present  time  and  others,  notably 
Kerckhoff  plant  of  the  San  Joaquin  Light  and  Power  Corporation,  and 
Kern  River  No.  3  plant  of  the  Southern  California  Edison  Company, 
were  constructed  during  the  extreme  peak  of  high  prices  and  represent 
costs  which  are  in  all  probability  considerably  higher  than  those  which 
will  obtain  in  the  future.  Mr.  Ready,  therefore,  considers  that  the 
average  cost  of  power  from  these  two  classes  of  existing  plants  is  a 
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fair  measure  of  the  average  cost  of  power  from  future  developmenU 
and  arrives  at  an  average  rate  of  4.48  mills  per  kilowatt  hour.  He 
recommends  that  a  rate  of  4.5  mills  per  kilowatt  hour  be  fixed  in  this 
proceeding  as  compared  with  the  rate  requested  by  the  irrigation  dis- 
trict of  6  mills  and  that  urged  by  the  power  company  of  3.825  mills. 

An  analysis  of  the  average  cost  of  power  on  the  Southern  California 
Edison  Company's  system  submitted  by  Mr.  Ready  shows  that  the 
average  cost  of  all  hydroelectric  energy  produced  by  that  company 
represents  a  charge  of  4.25  mills  per  kilowatt  hour  on  the  power 
plant  switchboard.  The  cost  of  power  delivered  at  the  end  of  the 
transmission  line,  including  steam  plant  standby  costs  and  accounting 
for  losses  in  transmission,  was  8.9  mills.  This  latter  cost  compares 
quite  closely  with  the  rate  charged  the  Mount  Whitney  Power  and 
Electric  Company  in  1919  for  power  delivered  to  it  and  other  large 
wholesale  power  rates.  Some  question  has  arisen  as  to  the  higher  rate 
of  7.5  mills  recommended  by  Mr.  Ready  as  the  rate  for  power  delivered 
from  Great  Western  Power  Company  of  California  to  Pacific  Gas  and 
Electric  Company.  In  this  instance  the  power,  costing  on  the  average 
4.25  mills  per  kilowatt  hour  at  the  switchboard  of  the  power  house,  is 
transmitted  approximately  150  miles  before  delivery.  On  the  same 
basis  the  cost  increases  to  over  7.5  mills  per  kilowatt  hour  at  the 
delivery  point. 

Applying  this  recommended  rate  of  4.5  mills  per  kilowatt  hour  to 
the  energy  output  of  the  district  as  estimated  by  its  own  engineers 
shows  a  probable  gross  revenue  from  the  sale  of  power  of  approxi- 
mately $450,000  per  year.  On  the  same  basis  $190,000  per  year  should 
be  deducted  for  the  operating  expense  of  the  plant  and  the  fixed 
charges  on  the  additional  development  required  for  the  production 
of  electric  power,  leaving  approximately  $260,000  per  year  applicable 
to  the  fixed  charges  on  the  irrigation  development.  According  to  the 
estimates  this  is  more  than  half  of  the  fixed  charges  on  the  dam  and 
reservoir  required  for  irrigation  purposes. 

The  contract  specifies  in  section  IX  as  follows: 

Irrigation  district  agrees,  in  case  of  an  emergency  or  during  the  failure  of  other 
generating  stations  of  power  company  not  extending  over  twenty-four  (24)  hours, 
to  operate  its  power  plant  at  full  capacity  for  that  period. 

This  part  of  the  agreement  is  not  sufficiently  definite  in  the  limita- 
tions of  the  obligation  of  the  district  to  meet  the  full  approval  of  the 
Commission.  The  number  of  times  a  year  that  the  district  would  be 
required  under  this  contract  to  operate  its  plant  in  case  of  emergency 
should  be  limited  to  very  few  instances. 

Viewing  the  situation  from  the  standpoint  of  the  irrigation  district 
it  would  seem  that  a  rate  for  power  sold  should  be  eminently  satis- 
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factory  when  it  will  not  only  cover  the  entire  cost  of  producing  the 
power  but  will  in  addition  meet  over  half  of  the  fixed  charges  on  the 
cost  of  the  dam  and  reservoir  required  for  the  irrigation  development. 
This  is  particularly  true  when  it  is  remembered  that  any  additional 
amount  received  by  the  irrigation  district  for  this  power  must  in  the 
end  be  paid  by  the  consumers  of  the  power  company  who  are  in  general 
residents  of  the  San  Joaquin  Valley  and  many  of  them  residents  of 
the  territory  covered  by  the  irrigation  district  itself. 

The  power  company  has  experienced  a  remarkable  growth,  the 
increase  in  its  business  during  recent  years  amounting  to  about  25 
per  cent  annually,  and  it  has  been  no  easy  task  for  it  to  finance  and 
construct  power  developments  to  meet  the  demands  of  its  consumers. 
The  development  and  delivery  by  the  irrigation  district  of  a  substan- 
tial block  of  power  will  without  question  be  of  considerable  assistance. 
If  this  power  is  delivered  to  the  power  company  at  a  rate  closely 
approximating  the  cost  of  similar  power  from  its  own  future  develop- 
ments there  can  be  no  doubt  that  the  purchase  of  this  power  will  be  of 
benefit  to  it  and  to  its  consumers. 

We  find  that  the  proposed  contract  as  filed  in  this  proceeding  should 
be  approved  and  that  4.5  mills  per  kilowatt  hour  is  a  reasonable  rate 
to  be  paid  for  the  energy  to  be  delivered  thereunder. 

We  submit  the  following  form  of  order: 

ORDER. 

Merced  Irrigation  District  and  San  Joaquin  Light  and  Power  Cor- 
poration having  applied  to  the  Railroad  Commission  for  an  order 
approving  certain  agreements,  copy  of  which  were  attached  to  the 
application  filed  herein  and  marked  Exhibit  **A''  and  '*B,'*  and  for 
a  further  order  fixing  the  rate  for  the  purchase  and  sale  of  the  electric 
energy  to  be  sold  under  the  terms  of  said  contract  marked  Exhibit 
**B,*'  and  agreement  marked  Exhibit  '*A*'  having  been  approved  by 
previous  order  of  the  Commission,  a  public  hearing  having  been  held 
for  the  presentation  of  evidence  bearing  on  the  approval  of  said  agree- 
ment marked  Exhibit  *'B*'  and  on  the  fixing  of  said  rate  for  electric 
power,  the  matter  being  submitted  and  now  ready  for  decision : 

It  is  hereby  ordered,  that  San  Joaquin  Light  and  Power  Corporation 
be  and  is  authorized  to  enter  into  an  agreement  with  Merced  Irriga- 
tion District  for  the  purchase  of  electric  energy  substantially  in  form 
as  shown  in  Exhibit  **B"  filed  in  this  proceeding  modified  to  limit 
more  definitely  the  obligation  of  the  district  to  operate  its  plant  in 
emergencies. 

//  is  hereby  further  ordered,  that  4.5  mills  per  kilowatt  hour  be  and 
is  declared  to  be  a  reasonable  rate  to  be  paid  by  San  Joaquin  Light 
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and  Power  Corporation  for  power  purchased  from  Merced  Irrigation 
District  in  accordance  with  the  terms  of  said  contract. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  nineteepth  day  of  August, 
1921. 


Decision  No.  9386. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  COUNTIES 
GAS  COMPANY  OF  CALIFORNIA  FOR  AUTHORITY  TO  ISSUE  ADDI- 
TIONAL BONDS  IN  THE  AMOUNT  OF  NINE  HUNDRED  TWENTY- 
NINE  THOUSAND  THREE  HUNDRED  EIGHTY-NINE  DOLIARS 
AND  TWENTY-SIX  CENTS,  AND  TO  SELL  OR  PLEDGE  THE  SAME. 


Application  No.  6306. 
Decided  Augrust  19,  1921. 


Walter  /?.  McFarland,  for  Applicant. 
B  BUN  DIG  E,   Commissioner . 

FOURTH   SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission  by  Decision  No.  8398,  dated 
November  30,  1920,  as  amended,  authorized  Southern  Counties  Gas 
Company  of  California  to  issue  $929,389.26  of  its  first  mortgage  5^ 
per  cent  bonds  due  May  1,  1936,  subject  among  others,  to  the  condition 
that  $501,713.60  of  bonds  be  not  deposited  as  collateral,  sold  or  other- 
wise disposed  of,  except  as  authorized  by  the  Railroad  Commission; 
and 

Whereas,  the  Railroad  Commission  has  heretofore  by  supplemental 
orders  in  this  proceeding  authorized  applicant  to  deposit  as  collateral 
$449,200  of  the  $501,713.60  of  bonds,  leaving  $52,513.60  of  bonds 
which  the  company  has  not  been  authorized  to  use  as  collateral  or 
otherwise  disposed  of;  and 

Whereas,  applicant  in  its  fourth  supplemental  application  in  the 
above  entitled  matter  reports  that  during  May  and  June,  1921,  it 
has  expended  $262,255.93  for  permanent  extensions,  betterments  and 
improvements  to  its  existing  plant  and  properties  which  have  not  been 
paid  for  by  the  issue  of  bonds;  and 

Whereas,  applicant  because  of  such  expenditures  asks  permission  to 
issue  and  deposit  $196,900  of  its  first  mortgage  5^  per  cent  bonds  to 
secure  the  payment  of  $150,000  of  Series  *'E"  collateral  trust  bonds; 
a  public  hearing  having  been  held  and  it  appearing  to  the  Railroad 
Commission  that  applicant  should  be  permitted  to  use  the  $52,513.60 
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of  bonds,  the  issue  of  which  was  authorized  by  Decision  No.  8398, 
dated  November  30,  1920,  as  collateral  and  should  be  further  per- 
mitted to  issue  and  deposit  as  collateral  additional  first  mortgage  5^ 
per  cent  bonds  in  the  amount  of  $144,386.40;  and  that  the  money, 
property  or  labor  to  be  procured  or  paid  for  by  the  issue  and  deposit 
of  such  bonds  is  reasonably  required  by  applicant  and  that  the  expend- 
itures herein  authorized  are  not  in  whole  or  in  part  reasonably  charge- 
able to  operating  expenses  or  to  income :  now,  therefore ; 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  8398,  dated 
November  30,  1920,  as  amended,  be  and  it  is  hereby  modified  so  as 
to  permit  Southern  Counties  Gas  Company  of  California  to  use 
$52,513.60  of  the  $501,713.60  of  first  mortgage  bonds  referred  to  in 
Condition  '*2''  of  said  Decision  No.  8398  as  collateral  to  secure  in 
part  the  payment  of  $150,000  of  Series  *'E"  collateral  trust  8  per  cent 
gold  bonds  due  December  1,  1930. 

7^  is  hereby  further  ordered,  that  Southern  Counties  Gas  Company 
of  California  be  and  it  is  hereby  authorized  to  issue  and  deposit  as 
collateral  as  part  security  for  the  payment  of  $150,000  of  Series  **E'* 
collateral  trust  8  per  cent  gold  bonds  due  December  1,  1930,  $144,- 
386.40  of  its  first  mortgage  5^  per  cent  bonds. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  All  moneys  obtained  through  the  deposit  of  the  $196,900  of  first 
mortgage  bonds  herein  permitted  shall  be  used  to  reimburse  appli- 
cant *s  treasur\%  and  after  such  reimbursement  to  pay  current  indebted- 
ness reported  in  the  fourth  supplemental  petition  filed  in  this  pro- 
ceeding. 

2.  The  $196,900  of  bonds  herein  authorized  to  be  deposited  shall  be 
deposited  at  the  ratio  of  $131.25  face  value  of  first  mortgage  bonds 
for  every  $100  face  value  of  collateral  trust  bonds  issued.  As  the 
collateral  trust  bonds  secured  by  first  mortgage  bonds  are  paid,  a 
proper  proportion  of  the  first  mortgage  bonds  deposited  as  collateral 
shall  be  returned  to  applicant  and  thereafter  not  disposed  of  by  appli- 
cant in  any  manner  whatsoever,  except  as  authorized  by  the  Railroad 
Commission. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8398, 
dated  November  30,  1920,  as  amended,  shall  remain  in  full  force  and 
effect,  except  as  modified  by  this  fourth  supplemental  order. 

The  foregoing  fourth  supplemental  order  is  hereby  approved  and 
ordered  filed  as  the  fourth  supplemental  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  nineteenth  day  of  August, 
1921. 
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Decision  No.  9387. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  COUNTIES 
GAS  COMPANY  OF  CALIFORNIA  FOR  AN  ORDER  AUTHORIZING 
THE  ISSUANCE  OF  TEN-YEAR  COLLATERAL  TRUST  GOLD  BONDS, 
THE  EXECUTION  OF  THE  TRUST  DEED  AND  MORTGAGE  SECUR- 
ING THE  SAME  AND  THE  PLEDGING  OF  FIRST  MORTGAGE 
BONDS  AS  PART  OF  THE  SECURITY  THEREOF. 


Application  No.  6307. 
Decided  August  19,  1921. 


Walter  S.  McFarland,  for  Applicant. 
Brvndige,  Commisaioner, 

FOURTH  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission  by  Decision  No.  8399,  dated 
November  30,  1920,  as  amended,  authorized  Southern  Counties  Gas 
Company  of  California  to  execute  a  trust  deed  securing  the  payment  of 
an  authorized  issue  of  $1,000,000  of  ten-year  collateral  trust  8  per 
cent  gold  bonds  due  December  1,  1930,  and  to  issue  and  sell  at  95 
per  cent  of  their  face  value  plus  accrued  interest  $400,000  of  such 
bonds;  and 

Whereas,  the  Railroad  Commission  by  supplemental  orders  in  this 
proceeding  authorized  applicant  to  issue  additional  collateral  trust 
bonds  in  the  sum  of  $350,000;  and 

Whereas,  applicant  in  its  fourth  supplemental  petition  filed  in  this 
proceeding  asks  permission  to  issue  and  sell  at  95  per  cent  of  their 
face  value  and  accrued  interest  additional  collateral  trust  bonds  in  the 
sum  of  $150,000,  and  to  secure  their  payment  by  the  deposit  of  $196,900 
of  its  first  mortgage  bonds;  and 

Whereas,  applicant  reports  that  up  to  and  including  June  30,  1921, 
it  has  expended  $274,533.15  for  permanent  extensions,  betterments  and 
improvements  to  its  existing  plant  and  property  which  have  not  been 
paid  for  by  the  issue  of  bonds;  and 

Whereas,  the  engineering  department  of  the  Railroad  Commission 
has  examined  and  found  such  expenditures  reasonable,  a  public  hear- 
ing having  been  held;  and  the  Commission  being  of  the  opinion  that 
the  money,  property  or  labor  to  be  procured  or  paid  for  by  such  issue 
is  reasonably  required  by  applicant  and  that  the  expenditures  herein 
authorized  are  not  in  whole  or  in  part  reasonably  chargeable  to  opera- 
ting expenses  or  to  income:  now,  therefore; 

It  is  hereby  ordered,  that  Southern  Counties  Gas  Company  of  Cali- 
fornia be  and  it  is  hereby  authorized  to  issue  and  sell,  for  cash,  on 
or  before  December  31,  1921,  at  not  less  than  95  per  cent  of  their  face 
value  plus  accrued  interest  $150,000  of  Series  **E"  ten-year  collateral 
trust  8  per  cent  gold  bonds  and  to  use  the  proceeds  to  reimburse  its 
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treasury  and,  after  such  reimbursement,  to  pay  current  liabilities 
reported  in  the  fourth  supplemental  petition  filed  in  Application 
No.  6306. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  payment  of  the  $150,000  of  Series  '*E"  ten-year  collateral 
trust  bonds  herein  authorized  may  be  secured  by  the  deposit  of 
$196,900  of  applicant's  5^  per  cent  first  mortgage  bonds.  As  the  ten- 
year  collateral  trust  bonds  are  redeemed,  a  proper  proportion  of  appli- 
cant's first  mortgage  bonds  deposited  as  collateral  shall  be  returned 
to  applicant  and  thereafter  not  disposed  of  in  any  manner  whatsoever 
except  as  authorized  by  the  Railroad  Commission. 

2.  The  authority  herein  granted  to  issue  bonds  will  not  become 
effective  until  applicant  has  paid  the  fee  prescribed  by  the  Public 
Utilities  Act. 

3.  Southern  Counties  Gas  Company  of  California  shall  keep  such 
record  of  the  issue  and  sale  of  the  bonds  herein  authorized  and  of 
the  disposition  of  the  proceeds  as  will  enable  it  to  file  on  or  before 
the  twenty-fifth  day  of  each  month  a  verified  report  as  required  by 
the  Railroad  Commission's  General  Order  No.  24,  which  order,  in  so 
far  as  applicable,  is  made  a  part  of  this  order. 

The  foregoing  fourth  supplemental  order  is  hereby  approved  and 
ordered  filed  as  the  fourth  supplemental  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  nineteenth  day  of  August, 
1921. 


Decision  No.  9389. 

CITY  OF  AZUSA,  A  MUNICIPAL  CORPORATION, 

VS. 

SOUTHERN   COUNTIES   GAS   COMPANY,   A   CORPORATION. 


Case  No.  1594. 
Decided  August  20,  1921. 


Gas  Utility — Service  Requirements. — Upon  a  showing  that  Southern  Counties 
Gas  Company  is  taking  measures  to  assure  adequate  gas  service  in  the  city 
of  Azusa,  complaint  of  the  city  against  the  utility  is  dismissed. 

Jas.  E,  Barker,  for  City  of  Azusa. 

F,  8.   Wade,  and  A.  F.  Bridge,  for  Southern  Counties  Gas  Company. 

Benedict,    Commissiofier. 

OPINION. 

This  complaint  of  the  city  of  Azusa  against  Southern  Counties  Gas 
Company  alleges  that  during  past  winter  periods  there  has  been  a 
shortage  of  gas  supplied  by  defendant  in  that  city;  that  frequently 


Digitized  by 


Google 


CALIFORNIA   RAILROAD   COMMISSION  DECISIONS.  387 

many  consumers  have  not  been  able  to  obtain  sufficient  gas  to  operate 
their  appliances;  that  as  a  result  of  such  gas  shortages  consumers 
have  suffered  financial  losses  and  great  inconvenience  in  being  unable 
to  prepare  meals  or  to  heat  their  dwellings  and  school  houses,  which 
constituted  a  menace  to  public  health.  Complainant  further  alleges 
that  such  gas  shortages  are  due  to  the  lack  of  proper  pressure  in  the 
distribution  pipes,  some  of  which  are  claimed  entirely  inadequate  in 
size,  and  that  the  transmission  lines  bringing  gas  to  the  city  and  also 
the  compresvsor  plant  for  pumping  it  are  inadequate  in  capacity.  It 
is  further  alleged  that  unless  the  existing  situation  is  remedied  prior 
to  the  coming  winter  of  1921-22,  gas  service  conditions  will  be  much 
more  critical  and  unsatisfactory  than  in  the  past,  wherefore  complain- 
ant asks  that  the  Railroad  Commission  investigate  the  matter  and 
order  defendant  to  provide  larger  transmission  and  distribution  mains 
and  to  provide  such  other  facilities  as  may  be  necessary  to  furnish 
an  adequate  and  sufficient  supply  of  gas  to  the  city  of  Azusa. 

Evidence  was  submitted  in  this  proceeding  by  testimony  of  con. 
sumers  in  the  city  of  Azusa  setting  forth  the  unsatisfactory  gas  ser- 
vice conditions  which  they  had  experienced,  and  testimony  by  defend- 
ant's engineer  covering  new  facilities  which  are  now  being  installed 
so  that  adequate  service  may  hereafter  be  rendered.  The  matter  was 
thereupon  submitted  and  is  now  ready  for  decision. 

The  cities  of  Azusa  and  Glendora  are  supplied  with  gas  from  long 
transmission  lines  of  small  capacity  obtaining  their  supply  from  a 
compressor  plant  located  in  the  city  of  Pomona.  There  are  no  gas 
storage  holders  in  either  of  these  cities,  their  supply  being  entirely 
dependent  upon  transmission  line  capacity.  During  winter  periods 
when  gas  pressures  have  generally  been  low  in  many  districts  of 
defendant's  system,  it  has  at  many  times  been  entirely  impossible  for 
consumers  of  Azusa  to  obtain  a  proper  supply  of  gas  for  their  require- 
ments. 

During  the  year  1920  defendant  replaced  8000  feet  of  its  two-inch 
transmission  line  supplying  Azusa,  with  four-inch  pipe  at  a  cost  of 
$7,100  and  also  installed  two  80-horsepower  compressors  in  its  plant 
at  Pomona.  These  additions,  however,  failed  to  remedy  gas  shortage 
conditions.  Because  of  the  heavy  peak  loads  which  exist  for  periods 
of  only  a  few  hours  duration,  it  has  been  found  imperative  that  a 
large  supply  of  gas  be  maintained  immediately  available  to  the  city 
of  Azusa.  In  order  to  make  this  possible  defendant  is  now  construct- 
ing a  gas  storage  holder  of  100,000  cubic  feet  capacity  which  will  be 
filled  during  off-peak  hours  from  the  transmission  line,  and  will  be 
capable  of  delivering  its  supply  at  relatively  high  pressures,  varying 
between  5  and  15  pounds  per  square  inch,  to  the  distributing  system* 
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It  is  estimated  that  during  the  coming  winter,  a  peak  day  gas  require- 
ment for  the  Azusa  district  of  100,000  cubic  feet  may  be  experienced. 
With  normal  operating  pressures  at  Pomona  and  complete  use  of  the 
new  holder  now  being  built,  it  is  estimated  that  it  will  be  possible  to 
deliver  about  170,000  cubic  feet  of  gas  per  day  in  this  district. 
Defendant  is  also  at  this  time  replacing  several  of  its  smaller  distri- 
bution lines  in  order  to  improve  service.  Total  expenditures  for  the 
holder  and  other  improvements  of  its  system  in  Azusa  will  exceed 
$26,000.  In  view  of  the  apparent  large  excess  capacity  over  estimated 
gas  requirements  which  will  shortly  become  available,  I  am  of  the 
opinion  that  the  additional  facilities  now  under  construction  will 
properly  provide  and  assure  adequate  and  satisfactory  service  when 
completed. 

ORDER. 

Complaint  having  been  filed  by  the  city  of  Azusa  against  Southern 
Counties  Gas  Company  because  of  unsatisfactory  gas  service  ren- 
dered, a  hearing  having  been  held  and  the  matter  submitted,  and 
defendant  having  presented  its  plans  for  the  prompt  remedy  and 
removal  of  such  unsatisfactory  conditions,  and  the  prevention  of 
future  recurrence,  the  Railroad  Commission  of  the  State  of  California, 
after  investigation,  being  of  the  opinion  that  the  measures  now  being 
taken  by  defendant  will  assure  adequate  and  satisfactory  gas  service 
henceforth  to  the  city  of  Azusa  and  the  surrounding  district; 

It  is  hereby  ordered,  that  the  above  entitled  proceeding  be  and  the 
same  is  hereby  dismissed. 

Dated  at  San  Francisco,  California,  this  twentieth  day  of  August, 
1921. 


Decision  No.  9390. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  TITLE  GUARANTEE  AND 
TRUST  COMPANY,  A  CORPORATION,  AS  TRUSTEE  FOR  THE 
BONDHOLDERS  OF  THE  GLENDALE  CONSOLIDATED  WATER  COM- 
PANY, FOR  LEAVE  TO  SELL,  AND  OF  THE  CITY  OF  SOUTH 
PASADENA,  A  MUNICIPAL  CORPORATION,  FOR  LEAVE  TO  BUY, 
THE  WATER  PLANT  AND  SYSTEM  LOCATED  IN  THE  SAID  CITY 
OF  SOUTH  PASADENA  AND  IX  THE  CITY  OF  LOS  ANGELES,  IN 
THE  STATE  OF  CALIFORNIA.  AND  CONSISTING  OF  PIPE  LINES, 
REAL  ESTATE,  RESERVOIR  AND  PUMPING  SITES,  WATER 
RIGHTS,  FRANCHISES,  RKillTS  OF  WAY,  EQUIPMENT,  TOOLS 
AND    SUPPLIES. 


Application  No.  7102. 
Decided  August  20,  1921. 


E.  W.  Sargent f  E,  J.  Vaughn^  and  G.  B,  Colby,  attorneys  for  Title  Guarantet^  and 

Trust    Company. 
William  Ha^lett,  attoraey  for  City  of  South  Pasadena. 

*Bt  the  Commission. 
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ORDER. 

Title  Guarantee  and  Trust  Company,  a  corporation,  as  trustee  for 
the  bondholders  of  Glendale  Consolidated  Water  Company,  having 
applied  to  the  Railroad  Commission  for  permission  to  sell  to  the  city  of 
South  Pasadena  for  $6,500  certain  properties,  including  a  water  plant 
and  system  located  in  the  city  of  South  Pasadena  and  in  the  city  of 
Los  Angeles,  a  description  of  said  properties  being  contained  in 
Schedule  **A,''  attached  hereto,  and  the  city  of  South  Pasadena  having 
joined  in  the  application,  and  the  Commission  being  of  the  opinion 
that  this  is  not  a  matter  on  which  a  hearing  is  nece^ary  and  that  this 
application  should  be  granted:  therefore; 

7*  is  hereby  ordered,  that  Title  Guarantee  and  Trust  Company,  a 
corporation,  as  trustee  for  the  bondholders  of  the  Glendale  Consoli- 
dated Water  Company,  be  and  it  is  hereby  authorized  to  sell  to  the 
city  of  South  Pasadena,  and  the  city  of  South  Pasadena  is  hereby 
authorized  to  purchase  the  properties  including  the  water  plant  and 
system  referred  to  in  this  application  and  more  particularly  described 
in  Schedule  "A,''  ^attached  hereto. 

Within  thirty  (30)  days  after  the  date  hereof,  the  Title  Guarantee 
and  Trust  Company  shall  file  with  the  Railroad  Commission  a  verified 
copy  of  the  deed  under  which  it  has  transferred  the  title  to  the  prop- 
erties described  in  Schedule  "A"  to  the  city  of  South  Pasadena,  and 
shall  also  notify  the  Railroad  Commission  of  the  date  on  which  it  has 
"  given  possession  and  control  of  the  properties  to  the  city  of  South 
Pasadena. 

Dated  at  San  Francisco,  California,  this  twentieth  day  of  August, 
1921. 

SCHEDULE  "A." 

The  properties  which  the  Title  Guarantee  and  Trust  Company,  a 
corporation,  as  trustee  for  the  bondholders  of  the  Glendale  Consolidated 
Water  Company  is  authorized  to  sell  to  the  city  of  South  Pasadena  by 
the  order  which  precedes  this  schedule,  as  described  in  Exhibit  **C*' 
filed  in  this  proceeding,  consist  of  a  complete  water  plant  and  system 
owned  by  the  Title  Guarantee  and  Trust  Company  and  located  within 
the  corporate  limits  of  the  city  of  South  Pasadena  and/or  within 
the  corporate  limits  of  the  city  of  Los  Angeles,  in  the  county  of  Los 
Angeles,  State  of  California,  being  a  portion  of  the  water  plant  and 
system  formerly  owned  and  operated  by  the  Glendale  Consolidated 
Water  Company,  and  acquired  at  foreclosure  sale  by  the  Title  Guaran- 
tee and  Trust  Company  as  trustee  for  the  bondholders  of  said  Glendale 
Consolidated  Water  Company,  pursuant  to  a  decree  of  foreclosure  and 
sale,  in  action  No.  94221,  entitled  Title  Guarantee  and  Tnist  Company, 
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plaintiff,  vs.  Glendale  Consolidated  Water  Company  et  al.,  defendants, 
which  said  water  plant  and  system  is  more  particularly  described  as 
follows : 

A  tract  of  land  marked  "Reservoir  Site"  on  the  map  of  Oakrid|(:e  tract,  in  the 
said  city  of  South  Pasadena,  county  of  Los  Angeles,  State  of  California,  as  per 
map  recorded  in  book  11,  page  22  of  maps,  in  the  office  of  the  county  recorder  of 
said   county. 

Part  of  lot  "B*'  of  Ralph  Rogers  addition  to  Mineral  Park  tract,  in  the  city  of 
Los  Angeles,  in  said  county  and  state,  as  per  map  recorded  in  book  7,  page  46 
of  maps,  in  the  office  of  the  said  county  recorder,  described  as  follows : 

Beginning  at  the  northeast  corner  of  said  lot  "B" ;  thence  south  79  degrees  S4 
minutes  west  174.6  feet;  thence  south  10  degrees  26  minutes  east  46.2  feet;  thence 
south  60  degrees  36  minutes  west  148.40  feet;  thence  north  14  degrees  24  minutes 
west  12J.7  feet;  th'^nce  north  83  degrees  59  minutes  east  150.13  feet;  thence  north 
79  degrees  lA  minutes  east  101.6  feet,  more  or  less,  to  the  westerly  line  of  Marmion 
way;  thence  southerly  along  said  westerly  line  23.36  feet,  more  or  less,  to  the 
place  of  beginning;  except  that  part  included  within  the  lines  of  the  parcel  of  land 
conveyed  by  Ralph  Rogers  to  Thaddeus  Lowe  by  deed  dated  September  25,  1902, 
recorded  in  book  1687,  page  57  of  deeds,  in  the  office  of  the  recorder  of  said  county. 

Part  of  lot  one  (1)  of  Ralph  Rogers  Company's  Oak  Hill  Park  place,  partly  in 
the  city  of  Los  Angeles  and  partly  in  the  city  of  South  Pasadena,  in  said  county 
and  state,  as  per  map  recorded  in  book  8,  page  186  of  maps,  in  the  office  of  said 
county  recorder,  described   as  follows: 

Beginning  at  a  point  in  the  northerly  line  of  said  lot  distant  32.14  feet  south 
52  degrees  23  minutes  east  from  the  northwest  comer  thereof;  thence  south  52 
degrees  23  minutes  east  120.36  feet;  thence  south  76  degrees  2  minutes  east  44.7 
feet ;  thence  south  21  degrees  58  minutes  west  286.6  feet ;  thence  south  84  degrees 
46  minutes  west  271.53  feet;  thence  north  2  degrees  42  minutes  east  109.6  feet? 
thence  northerly  to  the  place  of  beginning. 

All  waters  and  water  rights  in,  of,  or  appurtenant  to  the  said  real  property  and 
the  said  water  system,  and  situated  in  what  is  known  as  the  Arroyo  Seco,  in  the 
said  city  of  South  Pasadena  and/or  said  city  of  Los  Angeles,  together  with  the 
water  producing  and  distributing  system  used  in  connection  therewith,  including 
all  rights  of  way,  water  pipes,  water  pipe  lines,  meters,  pumping  plants,  electric 
motors,  tools,  machinery,  materials  and  equipment  (except  automobile),  together 
with  all  other  properties,  rights,  title  and  interests  now  owned,  held  or  possessed 
by  said  Title  Guarantee  and  Trust  Company,  trustee  as  aforesaid,  which  formerly 
were  owned,  held  or  possessed  by  said  Glendale  Consolidated  Water  Company. 

All  of  said  real  estate  and  property  being  conveyed  subject  to  conditions,  restric- 
tions and  reservations  and  rights  of  way  of  record,  and  subject  to  taxes  for  1921-22. 


Decision  No.  9393. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  MOUNTAIN  EXPRESS 
COMPANY  FOR  PERMISSION  TO  CHANGE  A  RATE  OR  FARE,  OR 
RATES  OR  FARES,  AND  FREIGHT  CI^A^SIFICATION  ON  LE^S 
THAN   THIRTY   DAYS'    NOTICE, 


Application  No.   6619. 
Decided  August  23,  1921. 


Warren  E.  Lihhy,  for  Applicant 

H.  \V.  Kidd  and  Rex  Hardy,  for  Estate  of  C.  W.  Curphey,  deceased. 

By  the  Commission. 

OPINION. 

B.  H.  Vreeland  and  L.   S.  Everts,  partners  in  business  operating 
what  is  known  as  Mountain  Express  Company,  by  the  above  applica- 

Digitized  by  VjOOQ IC 


OAIilFCHlNU  BAILBOAD  COMMISSION  DECISIONS.  391 

tion  seek  authority  to  make  certain  modifications  in  their  present 
tariffs,  rules,  regulations  and  classifications. 

A  public  hearing  upon  the  application  was  held  by  Examiner  West- 
over  at  San  Diego. 

The  testimony  offered  was  not  sufficient  to  justify  increasing  charges 
for  the  return  of  empty  lug  boxes  and  milk  cans,  nor  to  justify  the 
proposed  change  in  rule  4,  by  which  all  rates  are  made  to  apply  from 
terminal  station  to  terminal  station  only,  thus  eliminating  free  pick-up 
and  delivery  zones  shown  in  the  present  rules.  Proposed  rule  6,  pro- 
viding for  an  extra  charge  for  delivery  on  a  second  trip  where  delivery 
could  not  be  made  on  the  first  trip  through  no  fault  of  the  carrier, 
should  be  modified  by  inserting  the  phrase  **  during  reasonable  business 
hours,*'  as  provided  in  the  order  herein. 

Of  the  proposed  changes  to  which  applicant  calls  attention  in  the 
application,  those  hereinabove  specified  are  the  only  ones  which  appear 
to  be  objectionable  or  not  supported  by  the  testimony. 

ORDER. 

A  public  hearing  having  been  held  upon  the  above  entitled  applica- 
tion, the  matter  being  submitted  and  ready  for  decision ; 

It  is  hereby  ordered,  that  authority  to  so  change  rule  No.  4,  section  1, 
as  to  limit  the  rates  in  applicant's  tariff  to  transportation  between 
terminal  station  and  terminal  station,  is  hereby  denied. 

Modification  of  rule  No.  6  is  hereby  authorized,  provided  the  first 
sentence  thereof  is  changed  to  read  as  follows: 

Wliere  one  delivery  is  attempted  during  reasonable  business  hours  and,  through 
no  fault  of  the  carrier,  he  is  unable  to  deliver  shipment,  an  extra  charge  will  be 
made  for  delivery. 

Authority  to  increase  the  rate  on  empty  lug  boxes  to  5  cents,  and 
on  empty  ten-gallon  milk  cans  to  25  cents,  is  hereby  denied. 

It  is  hereby  further  ordered,  that  when  the  tariff,  rules,  regulations 
and  classifications  are  modified  as  hereinabove  provided,  they  shall  be 
filed  with  the  Commission  in  the  usual  course. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  August, 
1921. 
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Decision  No.  9394. 
in  the  matter  of  the  application  of  j.  l.  randolph,  doing 
business  under  the  name  of  turlock  home  telephone 
and  telegraph  cjompany,  for  authority  to  increase 
rates  for  telephone  services,  and  for  authority  to 
execute  a  mortgage  of  all  his  property  to  secure 
the  payment  of  the  promissory  note. 


Application  No.  5487. 
Decided  August  23,  1921. 

A.  B.  Roehl,  for  Applicant. 
BRUNDIOE,  Commissioner, 

FIRST  SUPPLEMENTAL  ORDER. 

A  hearing  having  been  held  in  the  supplemental  application  filed 
in  the  above  entitled  matter  and  it  appearing  from  the  testimony  that 
Turlock  Home  Telephone  and  Telegraph  Company  holds  title  to  the 
properties  which,  in  the  original  application,  were  reported  to  be. 
owned  by  J.  L.  Randolph,  and  J.  L.  Randolph  being  the  principal 
stockholder  of  Turlock  Home  Telephone  and  Telegraph  Company  and 
requesting  that  certain  changes  be  made  in  the  Comnussion^s  order  of 
August  27,  1920,  and  the  Commission  being  of  the  opinion  that  appli- 
cant's request  should  be  granted; 

It  is  liereby  ordered^  that  the  order  in  Decision  No.  8011,  dated 
August  27,  1920,  be  and  it  is  hereby  modified  and  amended  so  as  to 
permit  Turlock  Home  Telephone  and  Telegraph  Company,  instead  of 
J.  L.  Randolph,  to  perform  aU  the  acts  enumerated  in  said  order. 
The  Turlock  Home  Telephone  and  Telegraph  Company  will  be  required 
to  comply  with  all  terms  and  conditions  of  said  order,  except  in  so 
far  as  they  have  been  complied  with  by  J.  L.  Randolph  and  except  as 
the  terms  and  conditions  may  be  modified  by  this  first  supplemental 
order. 

It  is  hereby  further  ordered,  that  Turlock  Home  Telephone  and 
Telegraph  Company  be  and  it  is  hereby  authorized  to  execute  a  mort- 
gage substantially  in  the  same  form  as  the  mortgage  attached  to  the 
supplemental  petition  filed  July  15,  1921,  in  this  proceeding,  and  to 
issue  not  exceeding  $15,000  face  value  of  7  per  cent  notes  payable  on 
or  before  December  31,  1921,  to  refund  notes  issued  by  J.  L.  Randolph 
under  the  authority  granted  in  Decision  No.  8011,  dated  August  27, 
1920,  and  to  pay  for  additions  and  betterments  referred  to  in  this 
application. 

The  foregoing  first  supplemental  order  is  hereby  approved  and 
ordered  filed  as  the  first  supplemental  order  of  the  Railroad  Commis- 
sion of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  August, 
1921. 
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Decision  No.  9396. 
in  the  matter  of  the  application  of  the  bear  valley 

utility  company,  a  CORPORATION,  FOR  AUTHORITY  TO  SELL 
CAPITAL  STOCK  AND  FOR  A  CERTIFICATE  OF  PUBLIC  CONVEN- 
IENCE AND  NECESSITY  FOR  THE  ACQUIRING  OF  RIGHTS  OP 
WAY,  NECESSARY  LANDS  FOR  POWER  HOUSES,  OFFICES,  ETC., 
AND  FOR  THE  CONSTRUCTION  OF  A  HIGH  VOLTAGE  LINE  AM) 
DISTRIBUTING  SYSTEM  FOR  ELECTRIC  ENERGY,  FOR  LIGHT, 
HEAT  AND  POWER  IN  BIG  BEAR  VALLEY,  CALIFORNIA. 


Application  No.  7005. 
Decided  August  23,  1921. 


McNahb  and  Hodge,  by  R,  W,  Hodge,  for  Applicant. 
E.  B.  Criddle,  for  Southern  Sierras  Power  Company. 

By  the  Commission. 

OPINION. 

In  this  application,  as  amended,  The  Bear  Valley  Utility  Company 
asks  for  an  order  from  the  Railroad  Commission  authorizing  it  to 
acquire  the  franchise  granted  on  June  27,  1921,  to  B.  T.  Ergenbright 
by  the  board  of  supervisors  of  San  Bernardino  County;  permitting 
it  to  issue  and  sell  $40,000  of  its  common  capital  stock;  and  declaring 
that  public  convenience  and  necessity  require  the  construction  and 
operation  of  an  electric  distributing  system  in  Big  Bear  Valley,  San 
Bernardino  County. 

No  protest  to  the  granting  of  this  application  was  made  at  the  public 
hearing  which  was  held  by  Examiner  Satterwhite  in  San  Bernardino 
on  August  15,  1921. 

The  record  herein  shows  that  The  Bear  Valley  Utility  Company  was 
organized  on  June  30,  1921,  with  an  authorized  capital  stock  of 
$100,000,  divided  into  1000  shares  of  the  par  value  of  $100  each. 
The  company  proposes  to  engage  in  the  business  of  buying,  selling 
and  distributing  electric  energy  for  light,  heat  and  power  in  Big 
Bear  Valley,  San  Bernardino  County.  The  board  of  supervisors  of 
San  Bernardino  County,  by  ordinance  No.  193,  approved  June  27, 
1921,  have  heretofore  granted  to  B.  T.  Ergenbright,  applicant's  presi- 
dent, a  franchise  to  erect,  construct,  operate  and  maintain,  for  a  period 
of  fifty  years,  an  electric  pole,  tower  and  wire  system  in  San  Bernar- 
dino County,  and  more  particularly  in  Big  Bear  Valley  and  Baldwin 
Lake.  B.  T.  Ergenbright  now  asks  permission  to  assign  this  franchise, 
and  applicant  asks  permission  to  acquire  it. 

Big  Bear  Valley  is  situated  in  the  mountains  about  eighteen  miles 
northeast  of  Redlands,  and  is  about  twelve  miles  long  and  six  miles 
wide.  Its  population,  which  is  substantially  a  summer  one  only, 
amounts  to  approximately  8000  people  during  the  summer  months 
and  to  about  200  during  the  winter.     Testimony  herein  shows  that  no 
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electric  utility  at  present  operates  in  this  region  and  that  there  is  a 
general  demand  by  the  inhabitants  for  electric  service. 

The  company  has  arranged  to  purchase  power  from  The  Southern 
Sierras  Power  Company  at  the  Gold  Mountain  Mining  Company's 
substation  at  Doble.  Prom  Doble,  it  is  proposed  to  construct  a  33- 
kilovolt  transmission  line  a  distance  of  eight  miles,  to  a  point  on  the 
south  side  of  Big  Bear  Valley  Lake  and  from  such  transmission  line 
to  construct  distributing  lines  and  service  lines  to  the  various  summer 
camps  and  settlements. 

Applicant  estimates  that  it  will  be  necessary  to  expend  $34,000  to 
pay  for  its  proposed  construction  work,  of  which  amount  approximately 
$2,000  will  be  used  for  rights  of  way,  $12,000  for  the  high  tension 
line,  $12,000  for  distributing  lines,  $4,000  for  offices  and  $4,000  for 
working  capital.  In  Exhibit  3,  filed  at  the  hearing,  these  construction 
expenditures  are  reported  in  detail. 

To  obtain  $34,000,  petitioner  proposes  to  issue  and  sell,  to  prospec- 
tive consumers,  at  not  less  than  85  per  cent  of  par  value,  400  shares 
($40,000)  of  its  common  capital  stock.  The  testimony  of  B.  T.  Ergen- 
bright,  applicant's  president,  and  E.  S.  Goble,  applicant's  secretary, 
shows  that  subscriptions  have  been  received  of  a  large  portion  of  this 
amount  and  that  no  difficulty  is  anticipated  in  disposing  of  the  entire 
issue. 

It  is  estimated  that  during  the  first  year  of  operation  200  consumers 
will  be  served,  a  gross  revenue  of  $12,072  will  be  received,  and  expen- 
ditures of  $10,940  incurred,  leaving  a  surplus  of  $1,132. 

It  is  apparent  that  the  devolopment  of  this  proposed  distributing 
system  is  physically  and  financially  possible,  and  should  benefit  the 
public. 

ORDER. 

The  Bear  Valley  Utility  Company  having  applied  to  the  Railroad 
Commission  for  a  certificate  of  public  convenience  and  necessity  .and 
for  permission  to  acquire  a  franchise  and  to  issue  stock,  a  public  hear- 
ing having  been  held,  and  it  appearing  to  the  Railroad  Commission 
that  the  application  should  be  granted  and  that  the  money,  property 
or  labor  to  be  procured  or  paid  for  by  such  issue  of  stock  is  reasonably 
required  for  the  purpose  or  purposes  specified  herein,  and  that  the 
expenditures  for  such  purpose  or  purposes  are  not  in  whole  or  in  part 
reasonably  chargeable  to  operating  expense  or  to  income; 

It  is  hereby  ordered,  that  The  Bear  Valley  Utility  Company  be  and 
it  is  hereby  authorized  to  acquire  from  B.  T.  Ergenbright,  and  B.  T. 
P^rgenbright  be  and  he  is  hereby  authorized  to  assign  to  The  Bear 
Valley  Utility  Company,  the  franchise  granted  said  B.  T.  Ergenbright 
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on  June  27,  1921,  by  the  Board  of  Supervisors  of  San  Bernardino 
County  by  ordinance  No.  193. 

7^  is  hereby  further  ordered,  that  The  Bear  Valley  Utility  Company 
be  and  it  is  hereby  authorized  to  issue  and  sell,  on  or  before  Feb- 
ruary 28,  1922,  at  not  less  than  85  per  cent  of  par  value,  400  shares 
($40,000)  of  its  common  capital  stock. 

The  authority  herein  granted  to  issue  stock  is  subject  to  further 
conditions  as  follows : 

1.  The  proceeds  from  the  sale  of  the  stock  herein  authorized  shall 
be  used  by  applicant  to  finance  the  proposed  construction  work  and 
for  working  capital,  as  described  in  Exhibit  3,  filed  in  this  application. 

2.  Applicant  shall  keep  such  record  of  the  issue  and  sale  of  the 
stock  herein  authorized  and  of  the  disposition  of  the  proceeds  as  will 
enable  it  to  file,  on  or  before  the  twenty -fifth  day  of  each  month,  a 
verified  report  as  required  by  the  Railroad  Commission's  General 
Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of 
this  order. 

The  Bailroad  Commission  hereby  declares  that  public  convenience 
and  necessity  require  the  exercise  by  The  Bear  Valley  Utility  Company 
of  the  rights  and  privileges  granted  by  the  board  of  supervisors  of 
San  Bernardino  County  on  June  27,  1921,  in  ordinance  No.  193,  pro- 
vided that  The  Bear  Valley  Utility  Company,  within  thirty  days 
from  the  date  of  this  order,  file  with  the  Railroad  Commission  a  stipu- 
lation duly  authorized  by  its  board  of  directors,  declaring  that  it,  its 
successors  and  assigns,  will  never  claim  before  the  Railroad  Commis- 
sion or  any  court  or  other  public  body,  a  value  for  such  rights  and 
privileges  in  excess  of  the  amount  actually  paid  to  the  county  of  San 
Bernardino  as  the  consideration  for  the  grant  of  such  franchise,  which 
amount  shall  be  stated  in  the  stipulation. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  August, 
1921. 


Decision  No.  9397. 


IN  THE  MATTER  OF  THE  INVESTIGATION  OF  THE  GAS  RATES,  SERV- 
ICE AND  OPERATIONS  OF  THE  COAST  VALLEYS  GAS  AND 
ELECTRIC  COMPANY,  ON  THE  COMMISSIONS  OWN  MOTION. 


Case  No.  1611. 
Decided  August  23,  1921. 


REA.SONABLB      RaTES — FAILURE      TO      REALIZE      RETURN — PoOR      SERVICE — ACCRUED 

Deficit. — Compensation   for  previous  reduced   earnings  not  allowed.     In   the 
present  case  the  utility  will  have  bad  four  months  of  return  under  the  old 
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rate  since  the  reduction  in  the  price  of  oil  and  in  view  of  poor  service  during 
part  of  that  period,  request  that  present  rates  be  continued  in  effect  during 
calendar  year  denied. 

H.  G.  Jorgensen,  City  Attorney,  for  Pacific  Grove. 

J.  H.  Andersen,  City  Attorney,  for  Salinas. 

James  F.  Pollard^  for  Coast  Valleys  Gas  and  Electric  Company. 

JiOVELAND,   Commissioner, 

OPINION. 

This  is  an  investigation  on  the  Commission's  own  motion  into  the 
rates  charged  for  gas  and  the  gas  service  rendered  by  the  Coast  Valleys 
Gas  and  Electric  Company,  which  manufactures  gas  and  distributes  it 
to  consumers  in  the  cities  of  Salinas,  Monterey  and  Pacific  Grove  and 
contiguous  territory. 

The  present  rates  for  gas  were  established  by  this  Commission  in 
Decision  No.  8937  in  Application  No.  6614,  decided  May  6,  1921.  The 
increase  granted  at  that  time  was  in  part  based  upon  the  price  of  fuel 
oil  to  the  company.  Subsequent  to  that  date,  on  May  13,  there  was 
a  general  reduction  in  the  field  price  of  fuel  oil  of  25  cents  per  barrel. 
This  investigation  has  been  instituted  to  ascertain  if  the  reduction  of 
oil  price  has  been  made  effective  to  the  Coast  Valleys  Gas  and  Electric 
Company,  and  if  so,  to  determine  the  reasonableness  of  the  rates  for 
the  service  rendered  under  the  reduced  cost  of  production. 

A  hearing  was  held  in  Salinas  on  July  8,  1921,  at  which  time 
evidence  was  submitted  to  the  effect  that  the  price  of  oil  to  Coast 
Valleys  Gas  and  Electric  Company  has  been  reduced  25  cents  per 
barrel  for  oil  received  after  May  12,  1921,  and  that  the  service  con- 
ditions had  not  been  changed  materially  since  the  hearing  on  Appli- 
cation No.  6614.  It  was  stipulated  that  the  records  in  evidence  in 
Application  No.  6614  may  be  considered  in  evidence  in  this  pro- 
ceeding. 

The  company  submitted  data  showing  that  it  had  in  the  past  failed 
to  realize  the  return  which  the  Commission  has  from  time  to  time 
found  reasonable  and  urges  that,  in  order  to  reimburse  it  for  a  por- 
tion of  the  accrued  deficit,  the  present  rates  should  be  continued  at 
least  to  the  end  of  the  calendar  year  1921. 

Application  No.  6614  was  filed  March  3,  1921,  and  the  rates  pre- 
scribed in  Decision  No.  8937  were  effective  on  meter  readings  taken  on 
and  after  May  20,  1921.  This  delay  approximates  two  and  one-half 
months.  The  present  rates  have  been  in  effect  three  months  since  the 
reduction  of  25  cents  per  barrel  in  the  price  of  oil  effective  May  13, 
1921,  and  before  the  reduction  herein  ordered  becomes  effective  more 
than  four  months  will  have  elapsed,  which  should  fully  compensate 
Coast  Valleys  Gas  and  Electric  Company  for  increased  oil  cost  during 
the  period  between  the  filing  of  Application  No.  6614  and  the  increase 
of  rates.    As  to  the  general  reduced  earning  prior  to  May  20,  1921, 
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I  see  no  reason  to  depart  from  the  position  taken  by  this  Commission 
in  similar  gas  eases  recently  decided,  where  compensation  for  previous 
reduced  earnings  was  not  granted.  This  especially  in  view  of  poor 
service  conditions  existing  during  part  of  that  period. 

The  company  has  filed  a  statement  that  a  further  reduction  in  the 
price  of  oil  became  effective  on  and  after  August  3,  1921.  This 
reduction  also  amounts  to  25  cents  per  barrel.  The  price  of  oil  now 
paid  is  $1.50  per  barrel  at  Monterey  and  $1.55  plus  32  cents  freight 
at  Salinas.  The  revised  statement  of  the  operating  expenses  based 
upon  this  price  of  oil  is  as  follows: 

Statemtnt  of  Qas  Operating  Expenses  for  Coast  Valleys  Gas  and  Electric  Company, 

Year  1921. 
Production — 

Oil   $n7.;>50  00 

Other  expenses 30.000  00 

Distribution    expense    9,330  00 

Commercial   expense   7,(>o.^  00 

General    expense    1 8,985  00 

Uncollectible   bills    50  OO 

Taxes    9.428  00 

Total  operating  expenses |102J98  00 

Depreciation    —  8.010  00 

Total    ^ $110,808  00 

The  company's  claim  for  an  addition  of  $16,214  in  the  rate  base 
to  cover  general  capital  chargeable  to  the  gas  department  is  justified. 

The  Commission's  allowance  for  working  cash  capital  and  materials 
and  supplies  heretofore  allowed  is  reasonable.  Accordingly  the  rate 
base  has  been  revised  as  follows: 

Coast  Valleys  Gas  and  Electric  Company  Gas  Properties. 

Fixed  capital,   September  30.  1919 $211.42(5  V\ 

Actaal  additions  and  bettennents.  September  30,  1919  to  December  31, 

1919    2,913  U3 

Actual  additions  and  betterments,  December  31,  1919  to  December  31, 

1920    50,659  71 

Estimated  additions  and  betterments,  December  31,  1920  to  June  30, 

1921    9,000  CO 

Total    fixed   capital   $274,599  50 

General  capital,  gas  department   1(5.214  CO 

Working:  cash  capital 9.225  00 

Materials   and    supplies   10.(512  00 

Rate  base $310,(r)0  00 

The  annual  gross  revenue  which  it  was  estimated  would  result  from 
the  application  of  the  present  rates  as  set  forth  in  Decision  No.  8937 
was  $147,600.  After  deducting  the  revised  operating  expenses  and 
allowance  for  depreciation  there  remains  $36,792  for  net  return.     On 
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the  basis  of  the  historical  cost  of  money  as  followed  in  determining 
the  reasonable  return  to  be  allowed  it  appears  that  reasonable  compen- 
sation to  the  utility  in  the  form  of  return  on  investment  is  $25,500. 
It  is,  therefore,  reasonable  to  reduce  the  gross  annual  revenue  by 
$11,292,  which  reduction  will  amount  to  approximately  15  cents  per 
thousand  cubic  feet  of  sales. 

The  service  conditions  have  been  materially  improved  during  the 
past  year  and  the  company  states  that  it  will  continue  until  they  are 
entirely  satisfactory.  There  are,  yet,  several  violations  of  the  Commis- 
sion ^s  service  standards  and  regulations  which  should  be  corrected  as 
soon  as  possible. 

The  cost  of  oil  is  an  important  part  of  the  expense  of  a  gas  utility 
such  as  Coast  Valleys  Gas  and  Electric  Company.  Material  changes  in 
the  price  of  oil  either  upward  or  downward  affect  the  earning  of  the 
utility  and  the  reasonableness  of  the  rates.  A  change  of  10  cents  per 
barrel  in  the  price  of  oil  changes  the  cost  of  gas  to  applicant  approxi- 
mately 3  cents  per  1000  cubic  feet  sold.  In  order  that  further  hearing 
will  not  be  necessary  upon  change  in  oil  prices  the  rates  herein  found 
reasonable  will  be  made  to  vary  with  the  price  of  oil. 

I  recommend  the  following  form  of  order: 

ORDER. 

This  Commission  having  instituted  an  investigation  on  its  own 
motion  into  the  gas  rates,  service  and  operations  of  the  Coast  Valleys 
Gas  and  Electric  Company,  an  investigation  having  been  made,  a 
hearing  having  been  held  and  the  matter  submitted: 

The  Railroad  Commission  hereby  finds  as  a  fact  that  the  rates  here- 
tofore fixed  in  Decision  No.  8937  should  be  modified  to  conform  with 
the  schedules  herein  set  forth,  and  that  the  rates  herein  set  forth  are 
just  and  reasonable  rates  to  be  charged  for  gas  service  by  the  Coast 
Valleys  Gas  and  Electric  Company. 

Basing  its  order  on  the  foregoing  finding  of  fact  and  the  findings  ot 
fact  contained  in  the  opinion  which  precedes  this  order; 

It  is  hereby  ordered,  that  Coast  Valleys  Gas  and  Electric  Company 
charge  and  collect  for  gas  service  rendered  by  it,  effective  in  the  com- 
munities as  therein  set  forth  respectively,  based  on  all  regular  meter 
readings  taken  on  and  after  the  first  day  of  October,  1921,  the  fol- 
lowing schedules  of  rates: 
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SCHEDULE   "A." 
Domestic  and  Commercial  Qas  Service. 
Character    of   service. 

(tBs  of  an  average  heating  value  of  570  British  thermal  units  per  cubic  foot 
will  be  supplied  under  this  schedule  for  lighting,  heating  and  power  service. 

Territory. 

This  rate  applies  to  the  incorporated  cities  of  Monterey  and  Pacific  Grove  and 
adjacent    territory    thereto. 

Rate. 

First  a(K)  cubic  feet  or  less,  per  meter  per  month $1  10 

Next  2,000  cubic  feet  per  meter  per  month 1  85  per  M  cubic  feet 

Next  2,r)00  cubic  feet  per  meter  per  month 1  60  per  M  cubic  feet 

Next  5,000  cubic  feet  per  meter  per  month 1  45  per  M  cubic  feet 

Next  5.000  cubic  feet  per  meter  per  month__^ 1  30  per  M  cubic  feet 

All  over  15,000  cubic  feet  per  meter  per  month - —     1  20  per  M  cubic  feet 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  3  cents  per 
lOOO  cubic  feet  for  each  10  cents  increase  or  decrease  respectively  in  the  price  of 
oil  above  or  below  the  price  of  $1.50  per  barrel  upon  approval  of  the  Railroad  Com- 
mission of  the  State  of  California.     Change  to  be  to  the  nearest  one  cent. 

SCHEDULE   "B." 
Domestic  and  Commercial  Qas  Service. 

Character   of   serried. 

(ias  of  an  average  heating  value  of  570  British  thermal  units  per  cubic  foot 
will  be  supplied  under  this  schedule  for  lighting,  heating  and  power  service. 

Territort/. 

This  rate  applies  to  the  incorporated  city  of  Salinas  and  adjacent  territory 
thereto. 

Rate. 

First  500  cubic  feet  or  less,  per  meter  per  month $1  10 

Next  2,000  cubic  feet  per  meter  per  month 2  00  per  M  cubic  feet 

Next  2,500  cubic  feet  per  meter  per  month 1  80  per  M  cubic  feet 

Next  5.000  cubic  feet  per  meter  per  month 1  dO  per  M  cubic  feet 

Next  5,000  cubic  feet  per  meter  per  month 1  40  per  M  cubic  feet 

All  over  15,000  cubic  feet   per  meter  per  month 1  30  per  M  cubic  feet 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  3  cents  per 
1000  cubic  feet  for  each  10  cents  increase  or  decrease  respectively  in  the  price  of 
oil  above  or  below  the  price  of  $1.87  per  barrel  upon  approval  of  the  Railroad  Com- 
mission of  the  State  of  California.     Change  to  be  to  the  nearest  one  cent. 

It  is  hereby  further  ordered,  that  in  case  of  a  reduction  in  the  price 
of  oil  below  the  prices  set  forth  in  the  opinion  herein,  the  Coast  Valleys 
Gas  and  Electric  Company  shall  file  within  ten  days  thereafter  an 
affidavit  setting  forth  the  new  price  of  oil  and  shall  thereafter,  upon 
supplemental  order  of  the  Commission  in  this  proceeding,  charge  the 
reduced  rates  as  determined  under  the  schedules  herein  set  forth. 

It  i^  hereby  further  ordered,  that,  should  at  any  time  an  increase  in 
price  of  oil  occur,  Coast  Valleys  Gas  and  Electric  Company  may,  after 
filing  affidavit  of  such  increase  and  receiving  a  supplemental  order 
from  this  Commission  so  authorizing,  charge  the  increase  in  rates  as 
determined  from  an  application  of  the  rates  herein  set  forth. 
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It  is  hereby  further  ordered,  that  Coast  Valleys  Gas  and  Electric 
Company  shall,  within  ten  days  of  the  date  of  this  order,  file  with  the 
Commission  the  schedule  of  rates  herein  set  forth. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  dav  of  August, 
1921. 


Decision  No.  9401. 
in  the  matter  of  the  application  of  the  california-oregon 

POWER  COMPANY  FOR  AN  ORDER  OF  THE  RAILROAD  COMMIS- 
SION OF  THE  STATE  OF  CALIFORNIA,  AUTHORIZING  THE  ISSU- 
ANCE OF  BONDS,  THE  EXECUTION  OF  A  MORTGAGE  OR  DEED  OF 
TRUST  TO  SECURE  THE  SAME,  AND  THE  EXECUTION  AND 
DELIVERY  OF  TEMPORARY  CERTIFICATES  TO  BE  THEREAFTER 
EXCHANGED  FOR  SUCH  BONDS. 


Application  No.  6574. 
Decided  August  23,  1921. 

By  the  Commission. 

FOURTH  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission,  by  Decision  No.  8731,  dated 
March  10,  1921,  as  amended,  authorized  The  California-Oregon  Power 
Company  to  issue  and  sell,  at  not  less  than  95  per  cent  of  face  value, 
plus  accrued  interest,  $1,849,000  of  interim  certificates,  and  to  issue 
in  exchange  for  such  interim  certificates,  $1,849,000  of  its  first  and 
refunding  mortgage  sinking  fund  7^  per  cent  bonds,  subject,  among 
others,  to  the  condition  that  all  moneys  received  from  the  sale  of  the 
interim  certificates  or  from  the  sale  of  the  bonds  be  deposited  with  a 
trustee  or  trustees  under  a  proper  escrow  agreement,  and  after  being 
released,  expended  only  for  such  purposes  as  the  Railroad  Commission 
might  authorize  in  a  supplemental  order  or  orders;  and 

Whereas,  the  Railroad  Commission,  by  decisions  No.  9190,  dated 
June  30,  1921,  and  No.  9305,  dated  July  30,  1921,  authorized 
applicant  to  use  $1,144,045.88  of  the  proceeds  received  from  the  sale  of 
said  $1,849,000  of  bonds,  or  interim  certificates,  to  pay  floating  indebt- 
edness and  to  finance  construction  expenditures  reported  in  the  third 
supplemental  application  in  the  above  entitled  matter;  and 

Whereas,  applicant  in  its  fourth  supplemental  application  filed  in 
this  proceeding  reports  that  during  the  month  of  June,  1921,  it  has 
expended  on  capital  account  the  sum  of  $50,128.79  and  asks  permis 
sion  to  use  $50,128.79  of  the  proceeds  from  the  sale  of  the  bonds,  or 
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the  interim  certificates,  authorized  to  be  issued  and  sold  by  said  Deci- 
sion No.  8731,  as  amended,  to  finance  such  expenditures; 

And,  the  Railroad  Commission  being  of  the  opinion  that  applicant's 
request  should  be  granted:  now,  therefore; 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  8731,  dated 
March  10,  1921,  as  amended,  be  and  it  is  hereby  modified  so  as  to 
permit  The  California-Oregon  Power  Company  to  expend  an  additional 
$50,128.79  of  the  proceeds  realized  from  the  sale  of  the  bonds,  or 
interim  certificates,  authorized  to  be  issued  and  sold  by  said  decision, 
for  the  purpose  of  financing  the  capital  expenditures  reported  in  the 
fourth  supplemental  application  in  this  proceeding. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8731, 
dated  March  10,  1921,  as  amended,  shall  remain  in  full  force  and 
effect,  except  as  modified  by  this  fourth  supplemental  order. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  August, 
1921. 


Decision  No.  9403. 


IN  THE  MATTER  OF  THE  APPLICATION  OP  SAN  DIEGO  AND  ARIZONA 
RAILWAY  COMPANY  FOR  PERMISSION  TO  SELL  CERTAIN  OF 
ITS  EQUIPMENT  CONSISTING  OF  ROLLING  STOCK  AND  TO  MORT- 
GAGE CERTAIN  OF  ITS  REAL  ESTATE. 


Application  No.  6933. 
Decided  August  23,  1921. 


By  the  Commission. 

SECOND  SUPPLEMENTAL  ORDER. 

The  Bailroad  Commission  having,  by  Decision  No.  9242,  dated 
July  16,  1921,  authorized  San  Diego  and  Arizona  Railway  Company 
to  sell  certain  equipment  consisting  of  five  locomotives  and  two  tank 
cars  at  its  depreciated  value,  and  applicant  having  reported  that 
inadvertently  the  term  ** depreciated  value'*  instead  of  **the  present 
value"  was  used  in  the  original  petition,  and  that  it  is  the  intention 
of  applicant  to  sell  its  equipment  at  its  present  value  which  is  reported 
at  $202,400  instead  of  its  depreciated  book  value  of  $138,629.37,  and 
applicant  having  requested  the  Commission  to  modify  its  decision  of 
July  16,  1921,  and  the  Commission  being  of  the  opinion  that  said 
decision  should  be  modified  as  herein  provided; 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  9242,  dated 
July  16,  1921,  be  and  it  is  hereby  modified  so  as  to  permit  San  Diego 
and  Arizona  Railway  Company  to  sell  for  $202,400  the  equipment 
described  in  Exhibit  **B''  filed  in  this  proceeding,  provided  that  the 
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price  at  which  applicant  is  authorized  to  sell  said  equipment  will  not 
be  urged  before  this  Commission  as  a  measure  of  the  value  of  said 
equipment  for  the  purpose  of  fixing  rates,  or  any  purpose  other  than 
the  transfer  herein  permitted. 

It  is  hereby  further  ordered, .  that  the  order  in  Decision  No.  9242, 
dated  July  16,  1921,  as  amended,  shall  remain  in  full  force  and  effect, 
except  as  modified  by  this  second  supplemental  order. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  August, 
1921. 


Decision  No.  9404 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  CALIFORNIA 
GAS  COMPANY  TO  INCREASE  RATES  FOR  ITS  SERVICE  IN  RIVER- 
SIDE AND  SAN  BERNARDINO  COUNTIES. 

Application  No.   5903. 
CITY  OF  RIVERSIDE,  A  MUNICIPAL  CORPORATION, 

SOUTHERN  CALIFORNIA  GAS  COMPANY,  A  CORPORATION. 


Case  No.  1407. 
Decided  August  23,  1921. 


Gas  Utility — Franchise  Tax. — Where  a  utility  serves  two  or  more  cities,  a 
2  per  cent  franchise  tax  on  gross  revenue  imposed  by  one  of  the  cities  must 
be  borne  by  the  consumers  of  this  city,  and  not  spread  over  the  whole  field  of 
operation   of   the  utility. 

Rate  of  Return — Cost  of  Money — Hazard  of  Business. — In  view  of  the  high 
cost  of  money  and  the  greater  hazard  attaching  to  the  service  of  natural  gas, 
a  return  of  9  per  cent  is  held  just  and  reasonable  in  this  particular  case. 

Jared  How,  for  Southern  California  Gas  Company. 

Wm.  Guthrie,  City  Attorney,  Jerome  B.  Kavannugh,  for  City  of  San  Bernardino. 

O,  A,  French  and  M.  E^tudillo,  City  attorney,  for  City  of  Riverside. 

W.  8.  McNah,  for  Citrus  Belt  Gas  Company. 

Brundige,  Commissioner. 

OPINION. 

Case  No.  1407  is  a  complaint  by  the  city  of  Riverside  against 
Southern  California  Gas  Company  in  which  it  is  alleged  that  the  rates 
charged  by  that  company  in  Riverside  for  natural  gas  are  excessive 
and  that  the  service  rendered  by  it  is  unsatisfactory.  Application 
No.  5903  is  a  petition  by  Southern  California  Gas  Company  for 
authority  to  increase  its  rates  for  gas  service  in  its  Riverside  and 
San  Bernardino  districts.  These  two  matters  were  consolidated  for 
hearing  and  decision,  inasmuch  as  the  distributing  systems  and  busi- 
ness of  Southern  California  Gas  Company  are  so  interconnected  and 
related  throughout  the  whole  Riverside-San  Bernardino  territory. 

Southern  California  Gas  Company,  hereinafter  referred  to  as  gas 
company  or  applicant,  alleges  that  its  actual  operating  expenses  werd 
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greater  than  estimated  by  the  Commission  when  the  present  rates  were 
determined ;  that  because  of  this  and  other  conditions  beyond  its  control 
applicant  has  failed  to  earn  a  reasonable  return  upon  a  fair  value  of 
its  properties;  that  since  October  13,  1919,  applicant  has  been  supply- 
ing natural  gas  in  its  Riverside  and  San  Bernardino  districts,  and  that 
this  high  heating  value  gas,  in  displacing  artificial  gas,  has  materially 
reduced  its  sales  in  cubic  feet  and  its  revenue. 

Extended  hearings  in  these  proceedings  were  held  in  Riverside  and  in 
Los  Angeles  and  the  matter  was  thereupon  submitted. 

Citrus  Belt  Gas  Company,  a  utility  operating  in  San  Bernardino  and 
Colton,  and  distributing  artificial  gas  in  competition  with  Southern 
California  Gas  Company,  intervened  in  this  proceeding  asking  that 
the  Railroad  Commission  require  the  Southern  California  Gas  Com- 
pany to  sell  to  it,  at  wholesale,  a  supply  of  natural  gas  which  it 
believed  could  be  procured  at  a  cheaper  price  than  artificial  gas  could 
be  produced,  and  thereby  provide  its  consumers  with  a  gas  of  quality 
equal  to  that  delivered  by  the  Southern  California  Gas  Company. 
However,  since  the  submission  of  this  matter  an  agreement  has  been 
entered  into  between  Citrus  Belt  Gas  Company  and  Southern  Cali- 
fornia Gas  Company  for  the  purchase  of  the  former's  properties  by 
the  latter  company.  This  agreement  for  purchase  has  already  been 
approved  by  the  Railroad  Commission  (Decision  No.  9238  in  Applica- 
tion No.  6917,  dated  July  15,  1921).  The  purchase  of  the  Citrus  Belt 
properties  eliminates  the  question  raised  by  that  company  and  makes 
unnecessary  further  consideration  of  this  phase  of  the  proceeding. 

The  complaint  of  the  city  of  Riverside  alleges  that  Southern  Cali- 
fornia Gas  Company  has  been  supplying  natural  gas  procured  from 
natural  sources  without  any  expense  for  manufacture,  at  rates  pre- 
viously charged  for  artificial  gas,  which  is  claimed  to  be  unjust  and 
unreasonable.  It  is  further  alleged  that  the  quality  of  gas  supplied  is 
variable  and  unsatisfactory  and  that  the  service  rendered  is  likewise 
unsatisfactory.  Plaintiff  prays  that  the  Railroad  Commission  order 
that  a  hearing  be  held  and  ascertain  and  fix  just  and  reasonable  rates 
for  gas  and  standards  for  service. 

When  natural  gas  service  was  commenced  in  this  locality  considerable 
annoyance  was  experienced,  due  to  the  changed  gas  quality.  Appli- 
cant, however,  maintained  the  necessary  erews  to  adjust,  free  of 
chai^,  gas  stoves  and  other  appliances  so  that  they  would  operate 
satisfactorily  with  natural  gas.  The  city  attorney  of  Riverside  stated 
at  a  hearing  of  this  matter  that  the  present  gas  service  conditions  are 
satisfactory,  therefore  this  phase  of  the  complaint  is  now  removed. 

Southern  California  Gas  Company  had,  prior  to  October  13,  1919, 
<^>erated  an  artificial  gas  system  in  the  cities  of  Riverside  and  San 
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Bernardino  and  contiguous  territory.  Gas  was  generated  at  a  central 
plant  located  at  Colton  and  distributed  from  there  under  high  pres- 
sure. During  the  fall  of  1918  an  8-inch  transmission  line  was  laid 
from  Chino  to  Colton,  a  distance  of  about  22  miles,  and  natural  gas 
purchased  from  Southern  Counties  Gas  Company  was  introduced 
into  its  system,  supplanting  almost  completely,  except  during  the 
winter  period,  the  artificial  gas  formerly  produced.  The  introduction 
of  natural  gas  into  these  districts  has  provided  consumers  with  a  gas 
of  much  higher  heating  value  than  was  previously  obtained.  This  has 
resulted  in  a  reduction  of  the  total  cubic  foot  sales  by  applicant  and 
in  the  cost  of  service  to  gas  consumers.  This  reduction  in  sales  has 
been  the  cause,  very  largely,  of  the  reduction  of  applicant's  revenue, 
both  gross  and  net,  from  these  districts.  During  the  past  year  appli- 
cant's operating  costs  have  increased  materially  and  the  percentage 
of  return  upon  its  investment  has  correspondingly  decreased. 

In  this  proceeding  evidence  was  introduced  by  Wm.  Guthrie,  city 
attorney  of  San  Bernardino,  to  indicate  that  the  rate  base  fixed  by  this 
Commission  in  its  Decision  No.  5337,  in  Application  No.  1853,  (Opinions 
and  Orders  of  the  Railroad  Commission  of  the  State  of  California, 
Volume  15,  page  608),  was  excessive  and  considerably  higher  than  the 
investment  as  shown  by  the  company's  books.  It  was  urged  by  Mr. 
Guthrie  that  the  appraisal  of  operative  property  included  allowances 
for  gas  arcs  and  an  unreasonable  amount  of  real  estate,  and  that  con- 
sideration had  not  previously  been  given  to  the  evidence  of  the  value 
of  the  gas  properties  as  found  by  the  Superior  Court  of  San  Bernar- 
dino in  1913. 

It  was  alleged  that  the  Commission's  valuation  of  the  properties 
used  in  its  findings  in  Application  No.  1853  was  $100,000  more  than 
was  actually  set  up  on  the  company's  books.  It  was  further  urged  that 
consideration  should  be  given  to  an  appraisal  made  by  Mr.  Barrett 
for  J.  G.  White  Company;  a  copy  of  this  appraisal,  which  was  intro- 
duced in  the  case  before  the  Superior  Court  of  San  Bernardino  County 
in  1913,  was  included  in  evidence  in  this  proceeding.  A  study  of  this 
valuation  shows  that  it  was  of  a  very  general  character,  there  appar- 
ently having  been  no  detailed  inventory  of  the  property  made  nor  a 
careful  determination  of  the  cost  of  construction.  A  study  of  the 
records  of  the  company  and  of  this  Commission  shows  that  the  Com- 
mission's former  appraisal  included  approximately  nine  miles  of  2-inch 
main  which  can  not  at  this  time  be  accounted  for.  I  find  that  the 
Commission's  previous  valuation  should  be  corrected  by  the  deduction 
of  this  nine  miles  of  2-inch  main. 

I  have  had  a  thorough  examination  made  of  the  records  of  the  Com- 
mission and  also  an  investigation  into  the  records  of  the  company  and 
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of  the  vahxe  of  certain  other  of  applicant's  properties  which  have  been 
brought  into  question  to  determine  the  reasonable  historical  reproduc- 
tion cost  of  the  properties  of  the  Southern  California  Gas  Company 
used  in  serving  San  Bernardino  and  Riverside.  I  find  that  the  follow- 
ing tabulation,  which  embodies  the  above  revision,  sets  forth  the  rea- 
sonable historical  cost  of  applicant's  properties  in  its  Riverside  and 
San  Bernardino  districts.  There  is  also  shown  a  revised  statement  oi 
the  remaining  value  of  nonoperative  property  to  be  amortized,  together 
with  the  necessary  annuity  computed  on  a  6  per  cent  sinking  fund 
basis,  which  will  provide  for  amortization  in  a  period  of  seven  addi- 
tional years  and  pay  6  per  cent  interest  upon  the  unamortized  balance. 


TABLE   I. 

Southern   California   Qas  Company^Summary  of  Rate   Base,   Depreciation  Annuity, 
Amortization  Annuity,  September  30,  1920. 


Bate  base 

Depredation  an- 
nuity, 6  per  cent 
sinking  fund 

Operative  property: 
Oolton  plant 

$119,068  d5 
277,748  31 
367,200  40 
142,141  57 

$2,555  61 
5.984  89 

Riverside  division  

San  Bernardino  division __    __ 

8,699  08 

Chino-Oolton  line _          _ 

10,665  00 

erials  and  supplies 

Working  cash  capital  and  mat 

$906,159  23 
54.000  00 

$27,9M58 

Total  rate  base 

$060.159  23 

$429,248  30 
530,910  93 

$27,904  58 

Allocation  of  operative  capital  to  districts: 
Riverside  division 

$12,368  96 

San  Bernardino  

15,904  58 

Amortization  of  Nonoperative  Property. 


NonoperatiTe  property 

Beproduction 
cost,  new 

Amount  to  be 

amortized. 

7  years 

Amortization  an- 
nuity, 6  per  cent 
sinking  fund 

Riverside  division 

$18,061  88 
39,310  96 

$6.009  97 
10,696  73 

$1,076  63 

San  Bernardino  division 

1,916  21 

Totals 

$57,372  86 

$16,706  70 

$2;992  84 

From  a  study  of  the  evidence  introduced  by  Southern  California 
Gas  Company  and  also  from  reports  prepared  by  the  Commission's 
engineers  covering  investigations  of  this  matter,  the  following  synopsis 
has  been  prepared  of  applicant's  operations  in  its  Riverside  and  San 
Bernardino  districts  for  the  year  ending  September  30,  1920,  together 
with  an  estimate  for  the  year  ending  September  30,  1921,  under  the 
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present  rates.     This  table  covers  operations  only  of  the  original  prop- 
erties of  Southern   California  Gas  Company. 


TABLE   it. 

Southern  California  Qas  Company — Summary  of  Operations,  Riverside  and 
San  Bernardino,  Under  Present  Rates. 


Sendout,  M   cubic  feet- 
Domestic  sales 

Unaccounted  for  - 

Consumers 

Gross  revenue  , 

Operating  expense 

Net  return 

Approximate  rate  base. 
Per  cent  return 


Riverside  district 


1920 


131,9W 

103,063 

28,931 

a922 

$104,047 

92,568 

11,479 


Estimated, 
1921 


167,200 

13a580 

36^620 

4,210 

$137,370 

108,483 

28,887 

429,250 

6.75% 


San  Bernardino  district 


1920 


Estimated, 
1921 


139,853 

106,279 

31,574  I 

4,138 

$115,029 

106,269 

8,760  1 


"I 


181,000 

141,230 

39,770 

4,730 

$154,062 

130,463 

23,619 

53(K910 

4.^5% 


It  will  be  noted  from  the  above  table  that  the  estimated  operations 
for  the  year  1921  show  a  material  increase  in  gas  sales  and  revenue 
over  the  year  1920.  This  should  resuM;  from  the  general  growth  of 
the  districts  and  from  the  new  uses  which  will  be  made  of  natural  gas 
now  being  served.  The  costs  of  service  in  the  city  of  San  Bernardino 
are  somewhat  higher  than  in  Riverside.  This  is  due  largely  to  higher 
distribution  costs  and  to  the  payment  of  local  franchise  taxes.  Since 
the  submission  of  this  application  applicant  has  been  required  to  obtain 
from  the  city  of  San  Bernardino  a  franchise  covering  the  distribution 
and  sale  of  gas.  This  franchise  requires  the  payment  by  it  of  2  per 
cent  of  its  gross  revenue  to  the  city.  Necessarily  this  operating 
expense  must  be  borne  by  the  consumers  of  San  Bernardino  and  not 
spread  over  the  consumers  in  Riverside  and  outlying  towns.  Correc- 
tions have  been  made  in  the  estimates  of  general  expense  items  for 
the  proper  charging  of  a  certain  portion  of  these  expenses  to  capital 
accounts  rather  than  to  operating  accounts,  as  has  been  the  practice 
of  applicant  in  the  past.  Deductions  have  been  made  from  both 
revenues  and  expenses  for  gas  arcs  operations  which  was  a  subject  of 
special  contention  by  the  city  of  San  Bernardino. 

Applicant  has  asked  that  it  be  granted  authority  to  establish  such 
rates  as  may  be  necessary  to  yield  a  9  per  cent  return  upon  its  invest- 
ment. After  a  study  of  the  cost  of  bond  money  to  Southern  Cali- 
fornia Gas  Company,  I  find  the  average  cost  to  date  has  been  approxi- 
mately 7  per  cent,  with  even  higher  costs  for  recent  issues.  In  view  of 
the  present  high  cost  of  borrowed  money,  it  appears  just  and  reasonable 
to  permit  a  return  of  9  per  cent  in  this  particular  case,  especially  when 
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consideration  is  given  to  the  greater  hazard  attaching  to  the  service  of 
natural  gas  and  to  the  fact  that  applicant  has  made  special  efforts 
to  reduce  the  cost  of  gas  service  to  its  consumers  by  the  effecting  of 
substantial  economies. 

The  present  domestic  rates  in  the  cities  of  Riverside  and  San  Ber- 
nardino are  as  follows: 

First         3,000  cubic  feet $1  20  per  M  cubic  feet 

Next          5,000  cubic  feet 1  10  per  M  cubic  feet 

Next         7,000  cubic  feet 1  00  per  M  cubic  feet 

Next       15,000  cubic  feet 80  per  M  cubic  feet 

Next       20,000  cubic  feet 00  per  M  cubic  feet 

All  over  50,000  cubic  feet 50  per  M  cubic  feet 

Minimum  charge  $0.60  per  meter  per  month. 

In  the  surrounding  unineorporated  territory  the  rates  are  approxi- 
mately 10  cents  per  1000  cubic  feet  higher  than  for  the  first  8000 
cubic  feet. 

The  rates  set  forth  in  the  following  order  shoul;d  provide  applicant 
a  return  of  9  per  cent  upon  the  fair  valuation  of  its  properties  after 
meeting  all  proper  expenses  for  operation,  maintenance  and  deprecia- 
tion. The  rate  in  San  Bernardino  has  been  made  approximately  5 
«ents  per  1000  cubic  feet  higher  than  in  Riverside  to  cover  franchise 
tax  and  generally  higher  costs. 

I  submit  the  following  form  of  order : 

ORDER. 

Southern  California  Gas  Company  having  applied  to  the  Railroad 
Commission  for  an  order  establishing  gas  rates  to  be  charged  by  it  in 
its  Riverside  and  San  Bernardino  divisions,  public  hearings  having 
been  held,  briefs  having  been  filed,  and  the  matters  having  been  sub- 
mitted and  being  now  ready  for  decision : 

The  Railroad  Commission  hereby  finds  as  a  fact  that  the  rates  now 
charged  by  Southern  California  Gas  Company  for  gas  are  not  just 
and  reasonable  rates,  and  that  the  rates  hereinafter  established  are 
just  and  reasonable  rates  for  gas  service  rendered  in  its  Riverside  and 
San  Bernardino  divisions. 

It  is  further  found  that  the  alleged  unjust  and  unreasonable  rates 
and  alleged  unsatisfactory  gas  service  conditions  as  set  forth  in  the 
complaint  of  the  city  of  Riverside  against  Southern  California  Gas 
Company  do  no  longer  exist  and  that  the  service  is  now  satisfactory. 

Basing  its  order  upon  the  foregoing  findings  of  fact  and  upon  the  other 
findings  of  fact  contained  in  the  opinion  which  precedes  this  order; 

7^  is  hereby  ordered,  that  the  complaint  of  the  city  of  Riverside 
against  the  Southern  California  Gas  Company,  Case  No.  1407,  be  and 
the  same  is  hereby  dismissed. 
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It  is  hereby  further  ordered,  that  Southern  California  Gas  C<Mnpany 
be  and  is  hereby  authorized  to  charge  and  collect  for  gas  service  the 
rates  set  forth  in  the  following  schedules  for  the  districts  enumerated, 
based  on  all  regular  meter  readings  taken  on  and  after  the  first  day 
of  October,  1921. 

SCHEDULE  No.  C-1. 
Riverside  Division. 
General  Service  for  Lighting,  Heating  and  Ck)0KiN6. 
Applicable  to  domestic  and  commercial  service,  for  lighting,  heating,  cooking,  etc 

Territory. 

Applicable  within  the  incorporated  limits  of  the  city  of  Riverside. 

Rate, 

First         3,000  cubic  feet  per  meter  per  month $1  25  per  M  cubic  feet 

Next         7,000  cubic  feet  per  meter  per  month 1  15  per  M  cubic  feet 

Next       10,000  cubic  feet  per  meter  per  month 1  05  per  M  cubic  feet 

Next       30,000  cubic  feet  per  meter  per  month 90  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month 75  per  M  cubic  feet 

Minimum  charge  $1  per  meter  per  month. 

Special  conditions. 

Consumers  served  under  this  schedule  have  priority  in  the  use  of  gas  over 
consumers  served  under  schedules  Nos.  C-4,  0-5  and  C-6,  at  times  when  there 
may  be  an  insufficiency  of  gas  to  supply  the  deuHinds  of  all  consumers. 

SCHEDULE  No.  C-2. 
San  Bernardino  Division. 
General  Service  for  Lighting,  Heating  and  Cooking. 
Applicable  to  domestic  and  commercial  service,  for  lighting,  heating,  cooking,  etc. 

Territory. 

Applicable  within  the  incorporated  limits  of  the  city  of  San  Bernardino. 

Rate. 

First          S',000  cubic  feet  per  meter  per  month $1  30  per  M  cubic  feet 

Next         7,000  cubic  feet  per  meter  per  month 1  20  per  M  cubic  feet 

Next       10,000  cubic  feet  per  meter  per  month 107  per  M  cubic  feet 

Next       30,000  cubic  feet  per  meter  per  month 02  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month 77  per  M  cubic  feet 

Minimum  charge  $1  per  meter  per  month. 

Special  conditions. 

Consumers  served  under  this  schedule  have  priority  in  the  use  of  gas  over 
consumers  served  under  schedules  Nos.  C-4,  O^  and  C-6,  at  times  when  there 
may  be  an  insufficiency  of  gas  to  supply  the  demands  of  all  consumers. 

SCHEDULE  No.  C-3. 
RIverside-San  Bernardino  Divisions. 
General  Service  for  Lighting,  Heating  and  Cooking. 
Applicable  to  domestic  and  commercial  service,  for  lighting,  heating,  cooking,  etc. 

Territory. 

Applicable  to  all  territory  within  the  Riverside  and  San  Bernardino  divisions, 
including  all  incorporated  and  unincorporated  territory,  except  the  incorporated 
cities  of  Riverside  and  San  Bernardino. 
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Rate, 

First         3,000  cubic  feet  per  meter  per  month $1  35  per  M  cubic  feet 

Next  7,000  cubic  feet  per  meter  per  month 1  2^  per  M  cubic  feet 

Next       10,000  cubic  feet  per  meter  per  month 110  per  M  cubic  feet 

Next       30,000  cubic  feet  per  meter  per  month 95  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month 80  per  M  cubic  feet 

Minimum  charge  $1  per  meter  per  month.. 

Special  condiUons. 

Consumers  served  under  this  schedule  have  priority  in  the  use  of  gas  over 
consamers  served  under  schedules  Nos.  C-4,  0-5  and  C-6,  at  times  when  there 
may  be  an  insufficiency  of  gas  to  snpply  the  demands  of  all  consumers. 


SCHEDULE  No.  C-4. 
Riverside  and  San  Bernardino  Divisions. 
Commercial,  Restaurant  and  Hotel  Service. 
Applicable  to  hotels,  restaurants,  bakeries,  hospitals,  etc.,  whose  requirements  for 
gas  are  not  strictly  dependent  upon  atmospheric   temperature. 

Territory. 

All  territory  within  the  Riverside  and  San  Bernardino  divisions,  both  incori)orated 
and  unincorporated. 

Ratfi.     For  guaranteed  minimum  usage  of  50,000  cubic  feet  per  meter  per  month. 

First      50,000  cubic  feet  per  meter  per  month $0  80  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month 70  per  M  cubic  feet 

Minimum  charge,  for  continuous  service,  $40  per  meter  per  month. 

Special  conditions. 

Consumers  served  under  this  schedule  are  subject  to  the  prior  use  of  consumers 
served  under  schedules  Nos.  C-1,  C-2  and  C-3,  but  have  priority  over  consumers 
served  under  schedules  Nos.  C-5  and  C^  at  times  when  there  may  be  an  insuffi- 
ciency of  gas  to  supply  the  demands  of  all  consumers. 


SCHEDULE  No.  C-6. 
Riverside  and  San  Bernardino  Divisions. 
Furnace  and  Heating  Hervice. 
Applicable  to  service  for  steam  boilers  and  furnaces,  for  heating  buildings  and 
for  industrial  purposes. 

Territory. 

All  territory  within  the  Riverside  and  San  Bernardino  divisions,  including  both 
incorporated  and  unincorporated  territory. 

Rate. 

Consumption  charge  per  meter  i)er  month |0  70  i)er  M  cubic  feet 

Minimum   charge, 

$5  per  meter  per  month. 

Special  conditions. 

Service  taken  under  this  schedule  is  subject  to  discontinuance  in  favor  of  con- 
sumers served  under  schedules  Nos.  C-1,  C-2,  C-3  and  C-4  at  times  of  actual 
or  threatened  gas  shortage. 
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SCHEDULE  No.  C-6. 
Riverside  and  San   Bernardino  Divisions. 
Gas  Engine  Service. 
Applicable  to  service  for  internal  combustion   enj^nes  only. 

Territory. 

All  territory  within  the  Riverside  and  San  Bernardino  divisions,  including  all 
incorporated  and   unincorporated   territory. 

Rate. 

First        200,000  cubic  feet  per  meter  per  month $0  55  per  M  cubic  feet 

Next        300,000  cubic  feet  per  meter  per  month 50  per  M  cubic  feet 

All  over  500,000  cubic  feet  per  meter  per  month 45  per  M  cubic  feet 

Minimum   charge. 

Prom  May  to  October,  inclusive $5  00  per  meter  per  month 

From  November  to  April,  inclusive 1  00  per  meter  per  month 

A  cumulative  annual  minimum  of  $'SG  per  meter  may  be  charged  in  place  of  the 

above  monthly  minimum. 

Special  conditions. 

Coi\sumers  served  under  this  schedule  are  subject  to  the  prior  use  of  consumers 
under  schedules  Nos.  C-1,  C-2,  0-3,  0-4  and  C-5. 


SCHEDULE  No.  C-7. 
Riverside  and  San  Bernardino  Divisions. 
Industrial  Sebvioe. 
Applicable  to  the  service  of  gas  for  use  in  metal  working  plants,  canning  estab- 
lishments,   incinerators,    kilns,    boilers    and    other   industrial    establishments,    whose 
demands  for  gas  are  not  dependent  upon   atmospheric   temperature,   or  upon   the 
preparation  of  meals  and  whose  time  of  maximum  demand,  if  any,  does  not  coincide 
with  the  maximum  demand  of  consumers  served  under  schedules  Nos.  0-1,   0-2, 
0-3,  0-4,  0-^  and  0-6. 

Territory. 

All  territory  within  the  Riverside  and  San  Bernardino  divisions,  both  incor- 
porated and  unincorporated. 

Rate. 

First       500,000  cubic  feet  per  meter  per  month $0  3(>  per  M  cubic  feet 

All  over  500,000  cubic  feet  per  meter  per  month 30  iier  M  cubic  feet 

Minimum    charge. 

From  May  to  October,  inclusive $15  00  per  meter  per  mouth 

From  November  to  April 1  00  per  meter  i)er  month 

For  continuous  yearly  service 96  00 

Special  conditions. 

In  consideration  of  the  reduced  rates,  service  hereunder  is  subject  to  discontinu- 
ance immediately  upon  notice  in  case  of  an  actual  or  threatened  shortage  of  supply 
of  natural  gas.  Consumers  served  under  this  schedule  will  in  times  of  gas  shortage 
be  discontinued  service  in  favor  of  consumers  served  under  other  schedules,  and  are 
therefore  expected  to  maintain  adequate  supplies  of  other  fuels.  This  schedule  is 
for  the  sale  of  strictly  surplus  natural  gas  and  is  not  applicable  to  the  use  of  gas 
for  heating,  lighting,  cooking,  etc  The  company  will  not  be  liable  for  damages 
occasioned   by   shutting  off  of  gas  supply. 

It  is  hereby  further  ordered,  that  Southern  California  Gas  Com- 
pany shall  within  twenty  days  from  the  date  of  this  order  file  with 
the  Railroad  Commission  the  schedules  of  rates  herein  established. 
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The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  August, 
1921. 


Decision  No.  9405. 

TOWN  OF  SAl'SALITO,  A  MUNICIPAL  CORPORATION, 

VS, 
NORTHWESTERN    PACIFIC    RAILROAD    COMPANY,    A    CORPORATION. 


Case  No.  1497. 
Decided  August  23,  1921. 


Pahsenuek  Fares — Reason abi.enkss  Thereof. — Round  trip  fares  between  San 
Francisco  and  Sausalito  and  between  San  Francisco  and  San  Rafael  held 
to  be  not  excessive;  in  fact,  these  fares  were  increased  but  once  following 
federal  control.  The  one-way  rate  of  $1.18  for  automobile  carriage  com- 
plained of  also  found  to  be  reasonable. 

Ch<u.  W.  Barnes ^  for  Complainant. 

Stanley  Moore,  for  Defendant. 

LovELAND,  Commissioner. 

OPINION. 

The  complaint  in  this  case  was  filed  pursuant  to  a  resolution  intro- 
duced in  and  adopted  by  the  board  of  trustees  of  the  town  of  Sausalito 
directing  the  filing  thereof  by  the  town  attorney  of  said  town  of 
Sausalito. 

Complainant  attacks  certain  fares  of  the  Northwestern  Pacific  Bail- 
road  Company  as  excessive,  unreasonable,  not  uniform  and  as  discrim- 
inatory against  the  citizens  of  said  town  of  Sausalito. 

Complainant  attacks  in  like  manner  and  upon  the  same  grounds  the 
one-way  charge  for  the  transportation  of  automobiles  on  ferry  boats  of 
defendant  betw^een  San  Francisco  and  Sausalito,  and  prays  that  the 
rates  of  said  defendant  be  investigated  and  that  a  reasonable,  just 
system  of  rates  be  prescribed. 

That  we  may  arrive  at  a  logical  solution  of  the  matter  presented, 
a  brief  summary  of  the  steps  leading  up  to  and  including  the  final 
increase  of  fares  granted  common  carriers  beginning  with  the  war 
period  is  imperative. 

At  the  time  the  federal  government  assumed  control  of  the  great 
majority  of  railroads  in  the  United  States  on  December  29,  1917,  the 
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passenger  rates  primarily  involved  in  the  case  in  question  and  which 
Had  been  in  effect  for  many  years  were  as  follows: 


Without  bnggnge  check- 
iDg  privilege 

Witb  baggaire  checking 
privilege 

One  way 

Round  trip 

One  way 

Round  trip 

Between  San  Francisco  and— 

Sausalito 

San  Rafael 

Between  Sausalito  and— 

Pine  — - 

None 
None 

None 
None 

None 
None 

None 
None 

15 
85 

05 
25 

25 
60 

San  Rafael 

40 

No  increase  in  any  of  the  above  quoted  rates  was  made  until  some 
time  after  the  promulgation  of  General  Order  No.  28  of  the  Director 
General,  United  States  Railroad  Administration,  dated  May  25,  1918, 
which  provided  that  all  one-way  fares  of  less  than  three  cents  per 
mile  be  incerased  to  three  cents  per  mile  and  abolished  all  round  trip 
fares  with  the  single  exception  of  those  then  in  effect  between  San 
Francisco  and  San  Rafael,  San  Francisco  and  several  transbay  points 
other  than  San  Rafael  and  certain  other  transbay  points,  all  in  the 
Northwestern  Pacific  Railroad  Company's  territory,  and  left  in  eflfect 
without  being  increased  the  then  published  round  trip  fares  between 
San  Francisco  and  San  Rafael. 

Pursuant  to  the  provisions  of  General  Order  No.  28,  the  North- 
western Pacific  Railroad  Company  on  June  10,  1918,  increased  the 
then  effective  rates  in  the  case  in  question  accordingly,  omitting  from 
its  tariff  all  round  trip  fares  except  those  heretofore  referred  to.  The 
company,  moreover,  added  to  its  tariff  certain  new  rates  applicable 
only  to  transportation  without  the  usual  baggage  checking  privilege. 
These  changes  resulted  in  the  following  fares: 


Without  ba^grage  check- 
lug  prlyHege 

With  baggage  checking 
I>rlvilege 

One  way 

Roimd  trip 

One  way 

Between  San  Francisco  and— 

Sausalito  — — 

15 
35 

25 
50 

20 

San  Rafael  

55 

Between  Sausalito  and— 

Pine 

10 

San  Rafael  

♦50 

35 

•San   Francisco  rate. 


The  action  of  the  federal  authorities  in  permitting  the  continuance 
of  the  one-way  fare  of  35  cents  and  the  round  trip  of  50  cents  between 
San  Francisco  and  San  Rafael,  but  restricting  it  to  apply  without 
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the  baggage  cheeking  privilege,  in  lieu  of  55  cents  one-way  fare  with 
the  baggage  privilege  and  no  round  trip  fares,  which  otherwise  under 
the  general  rule  would  have  applied  on  the  three  cents  per  mile  basis 
was  a  fortunate  adjustment  for  the  Marin  County  people. 

The  Railroad  Administration's  decision  to  continue  in  eflPect  the 
low  round  trip  fare  between  San  Francisco  and  San  Rafael  without 
making  any  increase  therein  resulted,  moreover,  in  a  correspondingly 
low  round  trip  fare  for  Sausalito,  Sausalito  being  an  intermediate 
I)oint  naturally  deriving  the  benefit  of  the  San  Francisco-San  Rafael 
roimd  trip  fare.  The  round  trip  distance  between  Sausalito  and  San 
Rafael  is  twenty-one  miles.  If  the  regular  three  cents  per  mile  basis 
had  been  used  in  computing  the  fare,  such  round  trip  fare  between 
Sausalito  and  San  Rafael  would  considerably  exceed  the  San 
Francisco-San  Rafael  fare. 

The  fares  next  above  set  forth  remained  in  effect  until  August  26, 
1920,  when  the  Railroad  Commission  of  the  State  of  California  granted 
a  20  per  cent  increase  on  all  intrastate  passenger  fares  in  line  with 
ex  parte  Order  No.  74  of  the  Interstate  Commerce  Commission,  dated 
August  25,  1920,  increasing  interstate  passenger  fares  20  per  cent. 
This  resulted  in  the  fares  shown  below: 


Without  baggage  check- 
ing privilege 

With  baggage  checking 
privilege 

One  way 

Round  trip 

Oneway 

Between  San  Francisco  and— 

Sausalito 

18 
42 

do 

00 

24 

San  Rafael 

66 

Between  Sausalito  and — 

Pine 

12 

San  Rafael 

60 

42 

It  will  be  observed  that  prior  to  and  under  federal  control  the  one- 
way fare  between  San  Francisco  and  Sausalito  was  15  cents,  and  that 
in  compliance  with  the  provisions  of  the  Esch-Cummins  Act,  com- 
monly known  as  the  Transportation  Act,  and  pursuant  to  the  permis- 
sion granted  by  the  Railroad  Commission  of  the  State  of  California 
the  15-cent  fare  was  increased  20  per  cent,  or  to  18  cents.  Previous 
to  federal  control  the  fare  between  Sausalito  and  Pine  was  5  cents. 
General  Order  No.  28  established  a  minimum  of  10  cents  on  interurban 
fares  in  the  territory  concerned  in  the  complaint.  Subsequently,  with 
the  20  per  cent  increase,  this  10-cent  fare  became  12  cents.  Since  the 
filing  of  the  complaint  the  12-cent  fare  has  been  reduced,  however,  to 
10  cents  between  most  of  the  interurban  points  where  12  cents  was 
applicable. 
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As  contradistinpruished  from  other  fares  which,  by  reason  of  General 
Order  No.  28  and  this  Commission's  20  per  cent  increase  granted  were 
twice  advanced  in  the  manner  provided  therefor,  the  round  trip  pas- 
senger fares  between  San  Francisco  and  Sausalito  on  the  one  hand  and 
San  Rafael  on  the  other  were  incrsaeed  but  once,  the  round  trip  fares 
in  the  case  in  question  together  with  a  Kmited  few  others  in  the  trans- 
bay  territory  of  the  Northwestern  Pacific  Railroad  Company  as  hereto- 
fore stated,  the  evidence  developed,  being  the  only  round  trip  fares 
left  in  effect  at  the  time  General  Order  No.  28  abolished  round  trip 
fares  throughout  the  United  States. 

Defendant  introduced  in  evidence  various  exhibits  showing  com- 
parative mileages  and  fares  on  railroads  within  California  and  those 
operating  out  of  New  York,  Boston,  Chicago  and  Philadelphia,  all  of 
which  provide  rates  higher  per  mile  than  thase  in  effect  on  the  North- 
western Pacific  Railroad  Company  between  the  points  in  question. 

The  eomplainfr  attacked  the  present  one-way  rate  of  $1.18  for  the 
carrying  of  an  automobile  on  defendant's  ferry  boats  between  San 
Francisco  and  Sausalito,  but  no  evidence  was  presented  to  sustain  the 
allegation  of  unreasonableness  or  otherwise. 

Defendant's  exhibit  set  forth  below  shows  comparative  mileages  and 
charges  for  the  transportation  of  automobiles  between  various  points 
in  California. 


Auto  Ferry  Lines  on  San  Francisco  Bay,  Together  With  Rates,  Distances  and 

Rates  Per  Mile. 


Between 


San  Francisco  and  Sausalito. 
San  Francisco  and  Oakland.. 
Richmond  and  San  Quentin... 

Rodeo  and  Vallejo 

Martinez  and  Benicia 

Crockett  and  Vallejo 


The  foregoing  schedule  of  comparative  distances  and  charges  for  the 
transportation  of  automobiles  on  defendant's  ferry  boats  does  not 
show  any  discrimination  or  unreasonableness  in  the  San  Prancisco- 
SaUsalito  rate  as  compared  to  rates  assessed  for  other  relatively  similar 
distances. 

Defendant's  statement  of  its  corporate  income  account  for  the  years 
ending  December  31,  1916,  and  1920,  submitted  in  evidence  as  part 
of  complainant's  Exhibit  No.  1  and  set  forth  next  below,  brings  to 
light  the  fact  that  defendant  is  now  operating  at  a  distinct  loss. 
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Defendant's  Statement  of  Corporate  Income  Account. 


Item 


1916 


I 


Net  income  (operating:  and  nonoperating:  income  be-  i 
lore  deduction  for  fixed  and  other  charges) I  $1,585,003  42 

Total  deductions  (interest  on  funded  debt,  hire  of  ' 
equipment.  Joint  facility  and  miscellaneous  rents. 


etc.)   1,396,329  30 


Net  income,  1916 

Net  loss,  1920. 

Sinking  fund  requirements. 


$188,674  12 


$1,867,204  76 


1,579,624  33 


Balance  to  credit  of  profit  and  loss,  1916 

Balance   to    debit    of    profit    and    Joss,    1920    (10 
months)'^ 


41,810  42 


$212,419  57 
14,173  75 


$146,863  70 


$226,593  32 


As  the  foregoing  statement  covered  only  ten  months  of  the  year 
1920,  and  shows  a  net  loss  of  more  than  two  hundred  thousand  dollars 
sustained  by  the  company  in  that  time,  it  would  seem  logical  that  in 
twelve  months  there  would  have  been  a  loss  to  the  company  of  a 
quarter  of  a  million  dollars. 

Defendant's  statement  of  revenue  for  the  year  ending  December  31, 
1920,  which  is  likewise  a  part  of  the  exhibit  next  above  referred  to, 
shows  the  passenger  revenue,  interurban,  including  revenue  for  pas- 
sengers between  San  Francisco,  Sausalito,  Belvedere  and  Tiburon, 
plus  the  water  transfer  of  vehicles  and  live  stock,  to  amount  to  15.39 
per  cent  of  the  total  gross  operating  revenue  of  defendant. 

While  it  is  possible  that  defendant's  passenger  fares  in  general  may 
require  a  revision  at  a  future  date,  the  particular  fares  now  drawn  in 
question  are  not  in  and  of  themselves  unfair. 

After  having  given  consideration  to  all  the  facts,  exhibits  and  argu- 
ments, I  am  of  the  opinion  that  the  complaint  should  be  dismissed 
without  prejudice. 

ORDER. 

Complaint  having  been  made  by  the  town  of  Sausalito  against  cer- 
tain passenger  fares  and  an  automobile  rate  now  in  effect  on  the  line 
of  the  Northwestern  Pacific  Railroad  Company,  a  public  hearing  having 
been  held,  testimony  taken  and  an  investigation  made,  the  Commission 
being  fully  apprised  in  the  premises  and  of  the  opinion  that  the  fares 
and  rates  in  question  are  uniform  and  are  not  excessive,  unreasonable 
or  discriminatory  against  the  citizens  of  said  town  of  Sausalito,  and 
basing  its  conclusion  on  the  findings  of  fact  contained  in  the  opinion 
preceding  this  order ; 

It  is  hereby  ordered,  that  the  complaint  be  and  the  same  is  hereby  dis- 
missed without  prejudice. 
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The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  August, 
1921. 


Decision  No.  9408. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  McEWEN  BROTHERS.  A 
CORPORATION,  FOR  AUTHORITY  TO  INCREASE  RATES  FOR 
DOMESTIC  WATER  SERVICE. 


Application  No.  6788. 
Decided  August  24,  1921. 


C,  A,  Odell,  for  Applicant. 

D.  J,  Hall,  for  City  of  Richmond  and  South  Richmond  Improvement  Company. 

Benedict,  Commiasioner, 

OPINION. 

McEwen  Brothers,  a  corporation,  applicant  herein,  is  a  public  utility 
water  concern  engaged  in  the  business  of  furnishing  water  for  domestic 
purposes  to  certain  consumers  in  the  city  of  Richmond,  Contra  Costa 
County,  California. 

Applicant  alleges  in  effect  that  it  is  operating  at  a  loss;  that  it  is 
entitled  to  charge  rates  which  will  enable  it  to  meet  its  maintenance 
and  operation  expenses,  annual  depreciation,  and  a  reasonable  interest 
on  its  investment.  Wherefore  applicant  submits  a  suggested  schedule 
of  rates  and  asks  that  the  same,  or  such  other  rates  as  the  Commission 
deems  fair  and  reasonable,  be  established. 

A  public  hearing  was  held  in  this  proceeding  at  Richmond,  of  which 
all  of  applicant's  consumers  were  duly  notified  and  given  an  oppor- 
tunity to  appear  and  be  heard. 

The  rates  at  present  in  effect  were  established  by  this  Commission  in 
Decision  No.  7540,  dated  May  3,  1920. 

At  the  hearing  applicant  did  not  present  an  appraisal  of  its  property. 

Mr.  D.  H.  Harroun,  one  of  the  Commission's  engineers,  presented 
a  report  covering  the  results  of  a  field  investigation,  an  appraisal  oi 
the  property,  and  a  study  of  the  cost  of  maintenance  and  operation. 

His  appraisal  shows  an  estimated  original  cost  of  the  system  of 
$15,914,  and  recommends  $302  as  a  proper  replacement  annuity  com- 
puted by  the  6  per  cent  sinking  fund  method.  This  report  also  shows 
the  sum  of  $3,169  as  a  fair  and  reasonable  estimate  of  the  cost  of 
maintaining  and  operating  this  system.  These  estimates  were  not 
questioned  at  the  hearing  or  subsequently,  and  appear  fair. 
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The  following  is  a  summary  of  the  annual  charges  as  indicated  above : 

Return  on  $15,914  at  8  per  cent $1,27S'  00 

Replacement  annuity  302  00 

Maintenance  and  operation  cost 3,169  00 

Total  estimated  annual  charges $4,744  00 

The  total  revenue  from  this  system  for  the  year  1920  was  $3,243, 
and  has  averaged  $3,032  per  year  for  the  four  preceding  years.  It 
does  not  appear  that  there  is  reason  to  expect  any  notable  increase  in 
business  in  the  near  future.  It  would  appear  therefore  that  authority 
to  increase  the  rates  should  be  granted.  However,  the  establishment 
of  a  rate  that  would  return  to  applicant  the  estimated  annual  charges 
would  be  unreasonably  high  as  compared  with  rates  now  charged  for 
similar  service  by  other  utilities  operating  in  adjacent  territory,  and 
would  be  a  burden  on  the  consumers.  Therefore  the  rates  herein  estab- 
lished are  deemed  fair  and  reasonable  rates.  They  are  designed  to 
produce  the  cost  of  maintenance  and  operation,  a  proper  replacement 
annuity,  and  in  addition  a  sum  to  apply  as  a  return  on  the  investment. 

I  submit  the  following  form  of  order: 

ORDER. 

McEwen  Brothers,  a  corporation,  having  applied  to  the  Railroad 
Commission  for  authority  to  increase  the  rates  for  water  served  by  it 
in  the  city  of  Richmond,  Contra  Costa  County,  California,  a  public 
hearing  having  been  held,  and  the  matter  having  been  submitted. 

It  is  hereby  found  as  a  fact  that  the  rates  and  charges  of  McEwen 
Brothers,  in  so  far  as  they  differ  from  the  rates  herein  established,  are 
unjust  and  unreasonable,  and  that  the  rates  herein  established  are 
just  and  proper  rates  to  be  charged  for  the  service  rendered; 

And  basing  its  order  on  the  foregoing  finding  of  fact  and  on  the 
further  statements  of  fact  contained  in  the  opinion  which  precedes  this 
order; 

It  is  hereby  ordered,  by  the  Railroad  Commission  of  the  State  of 
California,  that  McEwen  Brothers,  a  corporation,  be  and  it  is  hereby 
authorized  to  file  with  this  Commission  within  twenty  (20)  days  of  the 
date  of  this  order  the  following  rates  for  water : 

Metebed  Rates. 
(Readiness-to-serve  charge  to  apply  to  all  metered  service.) 
Service  charge, 

f-inch  and  }-inch  meters,  per  month $0  50 

1-inch  meters,  per  month 1  50 

Quaniiiy  charges. 

From  0  to  5,000  cubic  feet,  per  month $0  30  per  100  cubic  feet 

Over  5,000  cubic  feet  per  month 25  per  100  cubic  feet 
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Flat  Rates.  per  month 

Residences  of  not  more  than  5  rooms,  with  not  over  one  bathtub  and  toilet —  $1  50 

For  each  additional  room 10 

For  each  additional  bathtub  or  toilet 15 

For  each  private  barn,  not  more  than  two  horses  or  cows 50 

For  each  additional  horse  or  cow 20 

Private  boarding  houses,  for  each  boarder  in  addition  to  the  family 10 

Irrigation  of  lawns,  shrubbery,  gardens  etc.,  payable  each  month  in  the  year, 

per  100  square  feet 03 

Stores  and  shops,  according  to  the  use  of  water 1  00  to     3  00 

Municipal  fire  hydrants  2-inch  and  over,  each 1  00 

Sewer  flushing,  street  sprinkling  and  all  other  municipal  use  at  the  metered  rate. 

It  is  hereby  further  ordered,  that  the  above  established  rates  shall 
apply  to  all  service  rendered  on  and  after  October  1,  1921. 

It  is  hereby  further  ordered,  that  McEwen  Brothers  file  with  this 
Commission  for  its  approval,  within  thirty  (30)  days  from  the  date 
of  this  order,  rules  and  regulations  to  govern  its  relations  with  its 
consumers. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  (California,  this  twenty-fourth  day  of 
August,  1921. 


Decision  No.  9411. 

PACIFIC    RICE    GUOWERS    ASSCK'IATIOX,    A    CORPORATION. 

VS. 
ATCHISON,  TOPEKA  AND  SANTA  FE   RAILWAY  COMPANY   ET  AT.. 


Case  No.  1588. 
Decided  August  24,  1921. 


Railroad  Rates — Rice  and  Grain  Rates — Reasonableness  of. — Rice  Is  not 
included  by  any  of  the  carriers  in  their  grain  group,  nor  is  rice  clasHiHed  the 
Kame  as  grain  in  the  consolidated  classification.  Complainants  adduced  no 
evidence  to  show  that  rates,  per  so.  on  paddy  rice  are  unreason  a  hh',  or  that 
grain  rates  are  or  are  not  reasonable. 

Railroad  Rates — Economic  Conityitions. — Rates  that  are  reasonable,  per  ac,  can 
not  be  reduced  or  changed  solely  to  meet  temiM>rary  economic  requirements 
or  fluctuating  market  conditions. 

J.  M,  Inman,  and  Doxcney  and  Downey,  by  Stephen  W.  Downey,  for  Pacific  Rice 
Growers    Association. 

Elmer  We^tlake  and  M.  A.  Cummin gs,  for  Southern  Pacific  (Company, 

Charles  R.  Detrick,  and  Hfller,  Ehrman,  Whiie  and'  Me.iuliffe,  for  Sacramento 
Northern   Railroad. 

James  iS*.  Moore,  Jr.,  for  Western  Pacific  Railroad  Company. 

F.  B.  Cruiee,  for  Atchison,  Topeka  and  Santa  Fe  Railway  Company. 

Sanborn  and  Hoehl,  for  Sacramento  Transiwrtation  Company :  Farmers  Transpor- 
tation Company ;  California  Transiwrtation  Company ;  California  Navigation 
and  Improvement  Company,  and   Island  IVansportation  Company. 
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L,  U.  Rodehaugh,  for  San  Fraocisco-Sacramento  Railroad  Company, 
t/.  J.  Oeartt,  for  Northwestern  Pacific  Railroad  Company. 

Benedict,  Commissioner, 

OPINION. 

The  complainant  in  this  proceeding:  is  a  corporation,  incorporated 
under  the  laws  of  the  State  of  California,  with  its  principal  place  of 
business  at  Sacramento,  California,  and  is  an  association  composed 
of  persons  engaged  in  the  growing  and  marketftig  of  rice.  In  its 
complaint,  filed  April  22,  1921,  it  alleges  that  the  rates  charged  by  the 
defendants  for  the  transportation  of  paddy  rice  within  the  State  oi 
California  are  unjust,  unreasonable,  discriminatory  and  unduly  preju- 
dicial to  the  rice  growers  and  producers  in  the  State  of  California 
to  the  extent  that  such  rates  exceed  rates  applying  to  whole  grains; 
namely,  wheat,  rye,  oats,  barley  and  com. 

Complainant  prays  that  defendants  be  required  to  accord  to  paddy 
rice  and  rice  products  the  same  rates  as  apply  to  whole  grains,  includ- 
ing milling,  cleaning,  storing,  bulking  or  otherwise  treating  in  transit 
from  producing  points  to  consuming  points  within  the  State  of  Cali- 
fornia and  that  rice  be  carried  in  the  grain  tariff  and  be  subject  to  all 
the  transportation  facilities  and  rights  now  enjoyed  by  grains. 

Public  hearing  has  been  held  and  the  matter  is  now  ready  for 
opinion  and  decision.  At  the  hearing  the  complainant  amended  its 
complaint,  limiting  same  **  strictly  to  asking  that  same  rates  be  applied 
on  rice  as  are  applied  on  grain."  (Transcript,  page  4.)  Therefore, 
the  Commission  will  consider  the  case  as  amended. 

The  complainant  in  this  proceeding  previously  filed  a  complaint  in 
Case  No.  1432,  which  was  decided  by  this  Commission's  Decision 
No.  8517,  January  6,  1921.  Complainant  in  Case  No.  1432  alleged 
that  the  rates  in  effect  on  rice  and  rice  products  were,  per  se,  unreas- 
onable, discriminatory  and  unduly  prejudicial,  and  requested  the  Com- 
mission to  establish  a  reasonable  mileage  scale.  The  Commission's 
order  in  that  proceeding  established  paddy  rice  rates  based  on  125 
per  cent  of  the  grain  rates,  and  these  are  the  rates  under  attack  in  this 
proceeding. 

Counsel  for  complainant  requested  that  evidence,  including  exhibits 
and  testimony  taken  in  Cases  Nos.  1432  and  1437  (which  two  cases 
were  consolidated  for  hearing  and  decision),  be  considered  as  evidence 
before  the  Commission  in  this  hearing,  to  be  supplemented  with  such 
evidence  as  either  side  desired  to  offer.  This  was  objected  to  by 
defendant's  counsel,  on  the  ground  that  since  the  evidence  was  taken 
in  Cases  Nos.  1432  and  1437  there  had  been  two  changes  in  rates  and 
that  entirely  different  conditions  now  prevail. 

The  Commission  ruled  that  the  records  in  Cases  Nos.  1432  and  1437 
are  official  records  and  that  the  evidence  presented  in  those  cases  would 
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be  considered  in  this  matter  for  what  it  is  worth  and  that  the  evidence 
in  these  previous  cases  would  be  consolidated  with  the  evidence  sub- 
mitted in  the  present  hearing. 

The  rates,  charges,  rules,  regulations  and  practices  of  the  carriers, 
defendants  in  this  proceeding,  were  exhaustively  gone  into  in  previous 
cases.  The  character  of  paddy  rice  as  a  commodity,  its  value,  bulk, 
weight,  cost  of  production,  etc.,  were  discussed  at  considerable  length 
in  Case  No.  831,  Decision  No.  2783,  decided  September  28,  1915,  and 
in  Cases  Nos.  1432  and  1437,  Decision  No.  8517,  January  6,  1921.  In 
the  two  last  named  cases  application  for  rehearing  was  denied  by 
Decision  No.  8697,  March  4,  1921.  It  will,  therefore,  not  be  necessary 
to  go  into  great  detail  on  these  matters  in  this  instance. 

The  testimony  showed  that  of  the  1920  paddy  rice  crop  80  per  cent 
is  controlled  by  members  of  the  complainant  association  and  that  the 
amount  of  acreage  planted  to  rice  in  the  state  in  1920  was  170,200 
acres  and  that  in  1921  there  has  been  planted  168,200  acres,  but 
slightly  less  acreage  in  1921  than  in  1920.  From  the  same  source  the 
evidence  shows  there  are  large  quantities  of  the  1920  paddy  rice  crop 
unsold,  stored  in  country  warehouses  and  under  toll  milling.  It  was 
evidenced  that  in  the  fall  of  1920  there  were  storms  and  rainfall  which 
did  serious  injury  to  the  rice  crop  in  general.  The  record  shows  there 
are  stored  in  country  warehouses  1,500,000  bags  and  in  mills  under 
toll  milling  350,000  bags  paddy  rice,  of  which  but  50,000  to  75,000 
bags  is  of  first  quality  rice.  The  price  of  paddy  rice  in  August,  1920, 
was  $6  and  at  the  time  of  this  hearing,  $1.80  per  one  hundred  pounds. 

It  was  further  shown  that  the  condition  of  the  rice  industry  has 
changed  from  one  of  reasonable  profit  to  one  of  actual  and  heavy 
loss  this  last  season.  The  complainant's  witness  attributed  this  loss 
mainly  to  market  conditions,  falling  market,  lack  of  demand,  and  the 
storm  damage  as  a  second  consideration. 

Another  witness  testified  that  his  principal  diflSculty  was  high  labor, 
low  market  and  bad  season.  It  was  further  shown  the  labor  cost  for 
common  labor  last  year  averaged  about  $4  and  that  this  year  it  is  $2  and 
board,  while  skilled  labor  last  year  was  $6  per  day  and  this  year 
$3.50  and  $4;  that  bags  in  1919  cost  as  high  as  25i  cents,  in  1920 
19  cents  and  in  1921  between  6  and  7  cents,  indicating  that  the  condi- 
tion, especially  in  so  far  as  labor  and  sacks  are  concerned,  has  now 
been  greatly  relieved. 

In  reply  to  a  query  whether  or  not,  if  the  freight  rate  on  rice  were 
the  same  as  that  on  grain,  would  producers  be  able  to  market  a  large 
portion  of  the  crop — witness  stated  it  would  not  move  a  large  portion 
and  qualified  such  reply  by  explaining  it  could  not  meet  competition 
of  the  southern  rice  in  the  Los  Angeles  market.    The  rate  to  Los 
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Angeles  from  California  producing  points  is  38  cents,  while  the  rate 
from  the  Louisiana  and  Texas  fields  is  $1.08,  but  testimony  showed 
the  southern  rice  is  a  different  kind  of  rice — a  long  grain  rice,  pre- 
ferred by  consumers,  which  proves  conclusively  that  the  freight  rate 
is  not  a  prominent  factor  in  meeting  such  competition. 

There  is  nothing  in  the  record  to  indicate  that  reduced  rates  would 
substantially  increase  the  traffic.  The  carriers  contend  that  the  grain 
rates,  on  account  of  previous  rate  wars,  water  competition  and  other 
elements,  have  been  depressed  generally  in  the  locality  of  the  Sacra- 
mento Valley  and  that  this  condition  has  been  reflected  at  other  points 
and  that  therefore  the  grain  rates  are  not  reasonable  in  this  state. 
Carriers  further  contend  that  the  rates  on  rice  should  not  be  the  same 
as  on  grain,  taking  into  consideration  the  volume  of  the  movement,  the 
ability  of  the  traffic  to  pay  higher  rates,  and  that  the  grain  rates  are 
already  low. 

We  quote  from  our  Decision  No.  8517,  January  6,  1921 : 

The  complainaDts  in  Case  No.  1437,  who  are  rice  millers,  alleged  that  the  rates 
on  paddy  rice  are  unjust,  unreasonable  and  discriminatory  in  so  far  as  they  exceed 
the  rates  contemporaneously  in  effect  on  grain. 

Let  us  analyze  the  rates  on  grain  applicable  within  the  State  of  California  and 
which  are  used  as  the  basis  for  comparison  in  this  case. 

The  testimony  showed  that  the  original  grain  rates  in  California  were  established 
more  than  forty  years  ago  and  many  of  the  present  rates  (without  considering  the 
general  increase  in  rates  brought  about  by  Director  General  of  Railroads  General 
Order  No.  28  and  the  increase  authorized  by  this  Commission's  Decision  No.  7983) 
were  still  in  effect  in  defendants'  tariffs  when  the  increase  authorized  in  General 
Order  No.  28  and  our  Decision  No.  7983  were  applied. 

Prior  to  construction  of  the  railroads,  the  Sacramento  River  and  its  tributaries 
were  covered  with  innumerable  water  craft,  conducting  the  only  systematic  trans- 
portation service  for  freight  then  in  existence.  The  historical  facts  brought  out  in 
the  testimony  are,  briefly,  as  follows : 

The  first  railroad  constructed  in  the  Sacramento  Valley  was  the  Central  Pacific, 
which  operated  a  short  distance  out  of  Roseville  in  June,  1869,  reached  Chico  in 
July,  1870,  and  Red  Bluff  in  December,  1871.  On  the  west  side  of  the  Sacramento 
River  a  rail  line  was  constructed  north  from  Woodland,  reaching  Williams  in 
July,  1876.  A  line  north  of  Orland  commenced  operations  in  July,  1882;  the  same 
year  this  line  was  completed  to  Tehama,  where  it  connected  with  the  rail  line 
on  the  east  side  of  the  Sacramento  River.  Prior  to  the  establishment  of  these  rail 
lines  the  population  of  the  Sacramento  Valley  depended  entirely  on  river  trans- 
portation. When  the  railroad  lines  entered  this  territory  it  was  the  occasion  for 
the  commencement  of  a  rate  war  between  rail  carriers  on  the  one  hand  and  the 
water  carriers  on  the  other,  unprecedented  in  the  history  of  western  transporta- 
tion. The  effect  of  these  rate  wars  is  still  reflected  in  the  present  freight  rates. 
W^ter  carriers,  in  order  to  gain  an  advantage,  subsidized  lines  of  teams  operating 
oat  of  Chico  and  Red  Bluff  which  hauled  freight  between  river  points  and  mountain 
towns  as  far  east  as  Susanville  and  as  far  north  as  Lake  View  and  Silver  Lake, 
Oregon. 

The  principal  commodity  grown  in  the  territory  thus  served  was  grain. 

The  rail  carriers  purchased  steamers  and  entered  into  competition  with  the 
established  water  carriers  and  the  established  water  carriers  undertook  to  build 
railroads.  Both  the  rail  and  water  carriers  established  warehouses.  During  these 
pioneer  activities,  the  testimony  shows,  "everybody  got  a  rebate,'*  hence  there  was 
no  further  use  for  high  rates  in  their  tariffs,  so  the  rebates  were  discontinued  and 
the  freight  rates  reduced  accordingly.  In  the  early  80's  the  rate  on  grain  from 
Chico  to  Port  Costa  and  San  Francisco  was  $6  a  ton.  This  was  gradually 
decreased  during  the  rate  wars  until  it  reached  $2.50  a  ton.  The  rate  from  Colusa 
to  Port  Costa  and  San  Francisco,  also  Sacramento,  by  one  of  the  water  carriers 
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decreased  from  $3.50  a  ton  to  the  low  Jevel  of  $1.50  a  ton.  It  was  also  shown  that: 
in  1803  or  1894  competition  became  so  pronounced  and  the  rail  carriers  having 
made  arrangements  to  have  the  grain  hauled  to  the  rail  lines,  it  was  necessary  for 
the  water  carriers  to  adopt  the  plan  of  purchasing  the  grain  outright  in  order  to 
secure  any  business. 

In  the  early  90's  grain  sold  from  $1  to  $1.10  per  hundred  pounds;  in  1896  and 
1897  the  price  of  wheat  was  as  low  as  (50  cents  per  100  pounds;  so  low,  in  fact, 
that  the  farmers  along  the  river  considered  it  not  worth  shipping.  Thus  it  was 
the  contention  of  the  defendants  that  the  grain  rates  then  in  effect  and  which  were 
the  basis  for  the  present  grain  rates,  were  abnormally  low  and  on  account  of  the 
present  rail  and  water  competition  it  has  been  impossible  to  adjust  these  grain  rates 
upward  to  a  reasonable  basis. 

The  subject  of  the  reasonableness  of  the  grain  rates  is  not  a  question  now  before 
the  Commission,  therefore  their  reasonableness  is  not  passed  upon  in  this  proceeding. 

In  considering  rate  structures  and  rate  relationships  existing  today  the  Commis- 
sion can  neither  condemn  nor  justify  such  rates  on  the  basis  of  their  origin  or 
upon  the  traffic  conditions  prevailing  in  the  past. 

The  Commission  frequently  inquires  into  the  origin  and  history  of  rate  schedulos 
in  order  to  clearly  understand  the  existence  of  such  rates  and  to  interpret  their 
significance,  but  in  dealing  with  present  day  rates  they  must  be  considered  entirelj 
on  the  basis  of  current  prevailing  conditions. 

The  testimony  shows  that  the  growth  of  the  rice  industry  in  California  has  been 
constant  since  its  beginning.  It  was  shown  (Trans.  504)  that  in  the  Sacramento 
Valley  in  1912  there  were  planted  to  rice  1400  acres:  in  1913,  6000  acres;  in  1914, 
15,000  acres:  in  1915,  29,000  acres;  1916,  72,000  acres;  1918,  120,000  acres;  1919. 
140,000  acres,  and  in  1920,  170,000  acres.  The  same  witness  testified  that  there 
are  now  about  2.000,000  acres  of  grain  planted  in  California,  of  which  al>out 
1,000,000  acres  are  in  the  Sacramento  Valley  (Trans.  543),  and  it  was  also  shown 
that  the  yield  per  acre  of  wheat  in  California  is  about  10  sacks,  or  1400  pounds, 
and  the  yield  of  barley  per  acre  is  20  sacks,  or  about  2(K)0  pounds,  as  compared 
with  o5  sacks  of  rice  per  acre,  weighing  about  3500  pounds  (Trans.  561).  It  was 
shown  that  the  value  of  wheat  rose  from  (X)  cents  per  100  pounds  in  1897  to  the 
neighborhood  of  $4  in  1919  (Trans.  294),  while  rice  ranged  in  price  in  1915  and 
1916  from  $1.50  to  $1.75  per  hundred  pounds  and  in  1919  as  high  as  $8  per 
hundred  (Trans.  294).  It  is  thus  established  that  rice  is  comparatively  of  higher 
value  than  grain  and  that  the  acreage  in  tlie  Sacramento  Valley  of  rice  to  grain  is 
about  1  to  6.  However,  we  also  have  the  condition  that  the  rice  industry  is  con- 
stantly increasing  in  magnitude,  but  at  the  same  time  it  is  not  expected  to  ever 
reach  the  volume  of  grain.  Rice  may  l3e  produced  on  land  that  was  theretofore 
of  no  practical  value  for  any  other  purpose. 

Kice  rates  in  the  first  instance  were  established  by  the  carriers  at  the  request 
of  the  rice  growers  and  the  rates  then  established  were  undoubtedly  considered 
reasonable  and  acceptable  to  the  shippers.  In  the  beginning,  the  testimony  offered 
by  the  defendant  showed  rice  rates  were  based  upon  150  per  cent  of  the  grain 
rates,  but  subsequent  horizontal  i>ercentage  increases  have  resulted  in  increasing  the 
differential  and  widening  the  relationship  between  grain  rates  and  rice  rates  until 
the  rice  rates  are  now  higher  than  they  probably  would  have  been  had  adjustments 
been  made  by  any  other  method  than  a  horizontal  increase. 

Evidence  in  this  ease  shows  the  present  day  price  of  paddy  rice 
around  $1.80  per  hundred  weight,  pre-rain  rice,  while  the  average  price 
of  barley,  the  principal  grain  grown  in  the  state,  is  an  average  of  $1 
per  hundred  weight,  and  barley  is  practically  the  only  grain  grown  in 
the  Sacramento  Valley. 

Rice  is  not  included  by  any  of  the  carriers  in  their  grain  group — 
nor  is  rice  classified  the  same  as  grain  in  the  consolidated  classification. 

In  Decision  No.  2783  on  Case  No.  831,  September  28,  1915,  the  Com- 
mission said: 

-It  may  be  true  that  strict  dictionarj'  definition  classifies  paddy  rice  as  a  grain, 
but  it  is  evident   that  both  the  railroads  and   the  shippers  considered  paddy  rice 
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as  a  different  commodity,  justifying  a  different  rate  than  grain,  such  as  wheat, 
barley,  oats,  etc.,  and  so  the  commodity  rate  was  established  by  agreement  and  paid 
without  protest,  and  there  can  be  no  question  from  the  evidence  in  this  case  that 
both  the  railroads  and  the  shippers  proceeded  upon  the  theory  that  x>Ad<ly  rice 
should  be  given  a  rate  higher  than  that  provided  for  grain. 

The  Interstate  Commerce  Commission  in  its  decision  in  Docket 
No.  9515,  to  be  found  47  I.  C.  C.  572,  said: 

I'nlike  corn  and  wheat,  the  production  of  rice  is  confined  to  limited  territories, 
and  the  consuming  markets  for  the  prodiict  of  each  locality  must  cover  a  more 
extensive  portion  of  the  country.  This,  defendants  urge,  is  an  inherent  condition 
that  differentiates  rice  from   other  cereals  and  cereal   products. 

Testimony  presented  pertaining:  to  the  financial  condition  of  the  rice 
industry  indicates  that  the  rice  industr^-^  is  in  a  serious  condition  and, 
generally  speaking,  the  bankers  seem  to  be  carrying  the  rice  men; 
however,  considering  all  the  circumstances,  these  conditions  are  natural 
to  a  period  of  liquidation  and  deflation.  Present  relatively  low  prices 
may  be  due,  and  probably  are  due,  to  the  damaged  condition  of  the 
crop,  as  well  as  possible  over-supply  on  the  market,  the  heavy  produc- 
tion in  all  rice  growing  territories,  resultant  from  previous  high  prices, 
etc.,  and  now  the  decreased  demand  is  making  itself  felt. 

The  defendant  witness  for  the  Sacramento  Navigation  Company  tes- 
tified his  company  handled  in  1919  approximately  40,000  tons  of  rice 
out  of  a  total  produced  in  the  Sacramento  Valley  of  200,000  tons,  or 
about  20  per  cent  of  the  total.  The  same  witness  stated  his  company 
operated  in  1920  at  a  loss  of  about  $35,000. 

The  annual  report  to  the  Commission  filed  by  the  Sacramento  Navi- 
gation Company  shows  for  1920  gross  revenue  $122,129.06;  operating 
expenses  $145,182.34,  a  deficit  of  $23,053.28.  This  same  witness  tes- 
tified that  if  rice  rates  were  reduced  to  the  basis  of  grain  rates  a  loss 
in  revenue  would  result  to  his  line  of  from  $20,000  minimum  to 
$40,000  maximum  per  annum. 

The  president  of  the  Sacramento  Northern  Railroad  testified  his 
line  carried  a  considerable  quantity  of  rice;  also  that  his  company  in 
the  past  six  months  had  not  earned  its  interest  or  its  operating 
expenses.  The  annual  report  of  this  carrier  for  1920  filed  with  the 
Commission  snowed  that  it  operated  at  a  deficit  of  $22,166.34  for  that 
period. 

In  the  beginning  it  was  shown  by  the  defendants  in  previous  cases 
that  rice  rates  are  the  result  of  an  agreement  between  rice  growers 
and  the  carriers  and  that  rice  rates  were  established  based,  generally, 
on  150  per  cent  of  the  grain  rates,  since  which  time  there  have  been 
some  adjustments,  including  two  horizontal  increases  in  all  rates,  and 
any  percentage  increase  in  rates  is  bound  to  augment  differentials. 
This  condition,  however,  was  alleviated  to  a  considerable  extent  by  the 
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substantial  reductions  in  rice  rates  brought  about  by  the  Commission's 
decision  in  cases  1432  and  1437,  in  which  cases  we  established  rates  for 
paddy  rice  125  per  cent  of  the  grain  rates. 

Complainant  brought  no  evidence  before  the  Commission  to  show 
that  the  rates,  per  se,  charged  on  paddy  rice  are  unreasonable,  neither 
does  it  show  that  the  grain  rates  are  or  are  not  reasonable  per  se. 

No  exhibits  were  filed  and  this  case  was  submitted  entirely  on  oral 
testimony.  The  urge  of  the  complainants  was  directed  more  toward 
the  conditions  of  the  rice  industry  and  its  need  for  relief  than  to  an 
attack  on  freight  rates. 

The  Interstate  Commerce  Commission,  in  its  decision  in  Docket  2834, 
Ponchatoula  Farmers  Association  vs.  Illinois  Central  Railroad  Company, 
19LC.C.515,said: 

Several  witnesses,  members  of  complainant  organisation,  engaged  in  producing 
vegetables  at  Ponchatoula,  testified  as  to  the  poor  financial  returns  they  were 
deriving  from  their  business  and  alleged  that  their  condition  was  due  to  absorption, 
of  profits  by  freight  rates.  These  shippers  apparently  entirely  misconceive  the 
powers  of  the  Commission  in  fixing  a  reasonable  rate.  The  Commission  can  not 
lawfully  base  rates  upon  the  profits  derived  in  a  particular  business.  It  might 
be  tliat  in  a  favorable  season  the  farmers  of  Ponchatoula  would  receive  large  and 
generous  returns  from  their  labors,  but  this  fact  would  not  justify  the  carriers  in 
charging  for  transporting  the  vegetables  to  market  more  than  a  reaonable  rate  for 
the  service  performed.  In  another  season  the  market  prices  might  be  such  that 
there  would  be  little  or  no  profit  in  the  business,  yet  such  fact  would  not  justify 
the  Commission  in  requiring  the  carriers  to  transport  the  produce  at  a  less  rate 
than  would  be  reasonable  for  the  service  performed.  The  law  does  not  require  the 
carriers  to  regulate  the  price  of  transportation  upon  the  basis  of  profits  to  the 
shipper,  and  in  authorizing  the  Commission  to  fix  reasonable  rates  the  law  pre- 
sumes that,  the  measure  of  reasonableness  will  be  based  upon  all  the  many  elements 
of  the  particular  trafilc  involved. 

The  conditions  complained  of  are  directly  due  to  the  competition  in  the  early 
vegetable  business,  which  extends  from  Texas  to  the  Atlantic  Coast.  Large  areas 
that  were  formerly  not  cultivated  or  were  given  over  to  the  culture  of  single  staples 
such  as  cane,  cotton,  or  corn,  are  now  devoted  to  vegetable  culture.  While  it  is 
within  the  power  of  the  Commission  to  guard  the  public  against  unreasonable 
charges,  or  unduly  discriminatory  practices  on  the  part  of  a  particular  carrier, 
the  vicissitudes  of  competition  among  shippers  can  not  be  compensated  for  in  the 
freight  rate. 

Later  on,  in  the  case  of  Railroad  Commissioners  of  ilie  State  of 
Florida  vs.  Southern  Express  Company  (28  I.  C.  C.  p.  63f5,  Docket 
3184)  the  Interstate  Commerce  Commission  repeated  the  first  para- 
graph of  the  above  quotation  and  commented  upon  it  in  the  following 
language : 

The  carriers  are  entitled  to  a  reasonable  compensation  for  the  services  they 
render;  yet  this  compensation  might  require  the  establishment  of  rates  upon  which 
shippers  could  not  do  business  at  a  profit,  and  in  such  a  case  the  Commission 
could  not  lawfully  prescribe  rates  unremunerative  to  the  carrier.  A  similar  con- 
tention to  the  one  here  made  has  been  advanced  in  other  cases  where  producers  seek 
lower  rates.  The  contention  is  so  unsound  and  yet  so  persistently  urged  that  we 
deem  it  advisable  to  repeat  what  we  have  said  in  a  similar  case. 

It  is  the  function  of  the  Commission  to  establish  just  and  reasonable 
rates,  mi  no  evidence  was  produced  in  this  proceeding  to  prove  that 
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the  rates  established  by  the  Commission  in  the  previous  cases  were 
more  than  just  and  reasonable,  and  certainly  the  financial  conditions 
of  some  of  these  carriers,  defendant,  is  such  that  the  Commission  must 
give  grave  consideration  before  any  changes  in  rates  are  ordered. 
Bates  that  are  reasonable  per  se  can  not  be  reduced  or  changed  solely 
to  meet  temporary  economic  requirements  or  fluctuating  market  con- 
ditions. 

It  is  apparent  that  the  complaint  in  this  proceeding  has  not  proven 
that  the  rates  assailed  on  paddy  rice  are  unreasonable,  and,  therefore, 
this  complaint  should  be  dismissed. 

The  following  form  of  order  is  recommended: 

ORDER. 

Complaint  having  been  made  by  Pacific  Rice  Growers  Association 
against  freight  rates  on  paddy  rice  applying  within  the  State  of  Cali- 
fornia on  the  lines  of  the  Atchison,  Topeka  and  Santa  Fe  Railway 
Company  et  al.,  a  public  hearing  having  been  held,  testimony  taken 
and  an  investigation  made,  the  Commission  being  fully  apprised  in  the 
premises,  and  basing  its  conclusion  on  the  findings  of  fact  in  the 
opinion  preceding  this  order; 

It  is  hereby  ordered,  that  the  complaint  in  this  proceeding  be  and 
the  same  is  hereby  dismissed. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of 
August,  1921. 


Decision  No.  9412. 


IN  THE  MA^TTBR  OF  THE  APPLICATION  OF  SAN  DIEGO  CONSOLIDATED 
ROAD  COMMISSION  ESTABLISHING  RATES  TO  BE  CHARGED  BX 
GAS  AND  ELECTRIC  COMPANY  FOR  AN  ORDER  OF  THE  RAH/* 
IT  FOR  GAS  AND  ELECTRICITY. 


Application  No.  6078. 

(First  Supplemented  Application.) 

Decided  August  24,  1921. 


Gab  Utility — Rate  Reduction — Oil  Ratio  Established. — Upon  a  showing  of 
a  decline  in  the  price  of  oil,  application  of  utility  to  reduce  its  rates  for  gas 
granted,  and  a  ratio  is  established  for  the  company  between  the  price  of  oil 
and  gag,  whereby  future  adjustments  may  be  made  without  a  hearing 

By  the  CoicMissiON. 

OPINION  ON  FIRST  SUPPLEMENTAL  APPLICATION. 

San  Diego  Consolidated  Gas  and  Electric  Company  requests  herein 
that  the  Commission  issu^  ft  supplemental  order  reducing  applicant's 
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basic  rates  for  gas  service  as  specified  in  its  Schedule  No.  1  by  an  amount 
of  10  cents  per  thousand  cubic  feet  with  the  exception  of  the  minimum 
charge ;  that  a  method  be  determined  whereby  applicant 's  gas  rates  as 
set  forth  in  Schedule  No.  1  may  be  increased  or  decreased  automatically 
with  increase  or  decrease  in  the  price  of  oil ;  that,  in  addition,  a  further 
reduction  of  2  cents  per  thousand  cubic  feet  be  made  applicable  to 
Schedule  No.  1  owing  to  the  price  of  oil  being  10  cents  per  barrel 
below  that  on  which  the  basic  reduction  is  estimated.  Applicant  fur- 
ther requests  that  the  reduction  asked  for  be  made  effective  for  meter 
readings  taken  on  and  after  October  1,  1921 ;  that  the  rules,  regulations 
and  rates,  except  those  as  to  which  the  changes  are  specified  in  the 
request,  remain  unchanged,  and  requests  such  other  relief  that  may 
to  the  Commission  seem  meet. 

This  Commission,  in  its  Decision  No.  8638  in  Application  No.  6078, 
dated  Februar}'  21,  1921,  authorized  applicant  to  increase  its  gas  and 
electric  rates  as  specified  therein.  The  gas  rates  therein  fixed  were 
based  upon  a  price  of  oil  of  j|;2.30  per  barrel  delivered  to  the  company's 
plant.  Since  the  effective  date  of  the  decision  applicant's  operating 
expenses  have  been  subject  to  increase  due  to  the  increase  in  the  tax 
rate  applicable  to  its  service  and  its  expenses  have  been  subject  to 
reduction  due  to  the  price  of  oil  being  reduced  to  $1.90  per  barrel 
effective  May  18,  192J,  and  a  further  reduction  to  $1.65  per  barrel  at 
San  Diego  effective  August  3,  1921.  The  net  result  of  the  increase  in 
taxes  and  the  reduction  in  the  price  of  oil  from  the  price  of  $2.30  per 
barrel  to  $1.65  per  barrel  is  equivalent  to  a  net  reduction  in  the  cost 
of  gas  service  of  approximately  12  cents  per  thousand  cubic  feet  of 
gas  sold. 

Applicant  has  herein  proposed  a  new  rate  for  general  gas  service  in 
its  San  Diego  division  which  is  10  cents  per  thousand  cubic  feet  below 
the  rate  fixed  in  Decision  No.  8638,  and  it  proposes  further  that  this 
be  considered  as  a  basic  rate  computed  on  a  price  of  oil  of  $1.75  per 
barrel,  and  that  the  Commission  include  in  the  schedule  a  provision 
that  the  rate  will  be  subject  to  an  increase  or  decrease  of  2.4  cents  per 
thousand  cubic  feet  for  an  increase  or  decrease  in  the  price  of  oil  of 
not  less  than  10  cents  per  barrel  above  or  below  $1.75  per  barrel,  such 
change  to  be  to  the  nearest  one  cent.  The  price  of  oil  effective  for 
deliveries  on  and  after  August  3  is  $1.65  per  barrel,  making  the  total 
reduction  under  the  proposed  schedule  12  cents  per  thousand  cubic 
feet. 

The  Commission  has  had  a  careful  analysis  made  of  the  resultant 
effect  of  the  increase  in  taxes  and  reduction  in  the  price  of  oil  below 
that  estimated  and  finds  that  the  reductions  proposed  by  applicant  are 
reasonable  and  that  the  resultant  rates  for  gas  service  as  set  forth  in 
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Schedule  No.  1  are  just  and  reasonable  rates.  In  its  Decision  No.  8638 
the  Commission  also  fixed  rates  for  gas  service  rendered  to  the  tent 
city  of  Coronado  specified  as  Schedule  No.  2,  and  a  special  municipal 
arc  sel^ice  at  La  JoUa  specified  as  Schedule  No.  4.  These  two  schedules 
cover  special  and  limited  service,  the  nature  of  which  has  limited  the 
rate  in  the  past  to  below  the  full  cost  of  service,  and  we  do  not  find 
that  they  should  be  reduced  at  this  time. 

In  its  petition  applicant  does  not  suggest  a  reduction  in  the  rates 
for  gas  service  rendered  in  Escondido  and  vicinity  at  this  time.  Appli- 
cant operates  a  small  gas  plant  in  Escondido,  rendering  service  to 
approximately  260  consumers.  In  the  rates  heretofore  fixed  the  Com- 
mission did  not  contemplate  a  full  return  upon  the  service  rendered 
in  this  district  owing  to  the  value  of  the  service.  A  study  of  the  rates 
now  in  effect  in  Escondido  shows  that  with  the  reduced  price  of  oil 
the  rates  therein  specified  will  not  in  the  Commission's  opinion  be  in 
excess  of  reasonable  rates.  It  is  further  to  be  noted  that  the  rates  in 
Escondido,  when  compared  with  the  rates  for  similar  sized  communities 
throughout  the  state,  are  not  in  excess  of  the  rates  found  reasonable 
under  the  price  of  oil  as  it  now  exists.  It  is  the  Commission's  opinion, 
however,  should  further  reduction  in  the  price  of  oil  occur,  that  the 
rates  charged  in  the  city  of  Escondido  should  be  reduced  in  proportion 
to  the  reduction  in  cost  below  the  cost  based  upon  an  oil  price  at 
San  Diego  of  $1.65  per  barrel.  It  is  to  be  contemplated,  however,  that 
should  at  a  later  time  an  increase  in  price  of  oil  in  excess  of  the  present 
price  of  $1.65  f.o.b.  San  Diego  occur,  the  rates  as  now  existing  would 
not  be  increased  except  upon  special  approval  of  this  Commission. 

An  analysis  of  the  operations  of  San  Diego  Consolidated  Gas  and 
Electric  Company  shows  that  the  oil  cost  of  gas  delivered  to  consumers 
in  the  San  Diego  division  varies  at  the  rate  of  approximately  2.4  cents 
per  thousand  cubic  feet  for  each  10-cent  variation  in  the  price  of  oil, 
and  that  the  oil  cost  of  gas  served  in  Escondido  and  vicinity  varies  at 
the  rate  of  3  cents  per  thousand  cubic  feet  for  each  10-cent  change  in 
the  price  of  oil. 

Prom  an  analysis  of  the  evidence  in  Application  No.  6078  and  the 
facts  before  the  Commission  in  this  supplemental  application  we  are 
of  the  opinion  that  the  application  of  San  Diego  Consolidated  Gas  and 
Electric  Company  for  the  reduction  of  its  rates  as  set  forth  in  the 
first  supplemental  application  should  be  granted ;  that  the  rates  should 
hereafter  be  varied  as  hereinafter  ordered,  and  that  the  rates  set  forth 
in  the  order  herein  and  specified  as  schedules  Nos.  1  and  3,  respectively, 
are  just  and  reasonable  rates  to  be  charged  for  the  service  rendered 
on  the  basis  of  the  price  of  oil  as  specified.  We  are  further  of  the 
opinion  that  a  hearing  in  this  proceeding  is  not  necessary. 
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ORDER. 

San  Diego  Consolidated  Gas  and  Electric  Company  having  applied 
for  authority  to  reduce  its  general  rates  for  gas  service  in  the  city  of 
San  Diego  and  vicinity  and  for  a  modification  of  its  rates  whereby  the 
same  may  be  changed  with  the  change  in  price  of  oil  without  the  neces- 
sity of  further  hearings,  and  the  Commission  finding  as  a  fact  that  the 
requests  of  San  Diego  Consolidated  Gas  and  Electric  Company  when 
modified  as  herein  set  forth  are  just  and  reasonable,  and  that  the  rates 
as  set  forth  hereafter  are  just  and  reasonable  rates  for  gas  service 
under  the  conditions  as  specified  in  the  schedules,  respectively ; 

It  is  hereby  ordered,  that  San  Diego  Consolidated  Gas  and  Electric 
Company  be  and  the  same  is  hereby  authorized  to  make  effective  the 
following  basic  schedules  of  rates,  the  same  to  become  effective  based 
upon  all  meter  readings  taken  on  and  after  the  first  day  of  October, 
1921: 

SCHEDULE  NO.  1. 
General  gas  service, 

Ga8  of  an  average  beating  value  of  540  British  thermal  units  per  cubic  foot  will 
be  supplied  under  this  schedule  for  commercial  service  of  gas  for  lighting,  heating  and 
cooking. 

Territory. 

Applicable  to  San  Diego  district,  including  San  Diego,  East  San  Diego,  National 
City,  Chula  Vista,  La  Mesa  and  Coronado. 

^»*^-  Gross        Net 

First  500  cubic  feet  or  less  per  month |0  80      |0  70 

Next        4,500  cubic  feet  per  month  per  1,000  cubic  feet 1  45        1  35 

Next       10,000  cubic  feet  per  month  per  1,000  cubic  feet 1  35         1  25 

Next      15,000  cubic  feet  per  month  per  1,000  cubic  feet 1  10        1  10 

Next      20,000  cubic  feet  per  month  per  1,000  cubic  feet 1  00         1  00 

Next       25,000  cubic  feet  per  month  per  1,000  cubic  feet 90  90 

All  over  75,000  cubic  feet  per  month  per  1,000  cubic  feet 80  80 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  2.4  cents  per 
1000  cubic  feet  for  each  10  cents  increase  or  decrease  respectively  in  the  cost  of  oil 
above  or  below  the  price  of  $1.75  per  barrel  at  San  Diego  upon  approval  of  the  Rail 
road  Commission  of  the  State  of  California.     Change  to  be  to  the  nearest  one  cent 

Minimum  charge. 

The  minimum  charge  is  $0.85  per  meter  per  month  or  portion  thereof,  subject  to 
10  cents  discount  for   prompt  payment. 

Prompt  payment  discount. 

All  bills  are  rendered  at  the  gross  rate  shown  above.  A  discount  reducing  the  bill 
to  the  net  rate  as  shown  is  made  for  prompt  payment  in  case  bills  are  paid  on  <^ 
before  the  date  due  as  shown  on  the  bill  rendered. 

Special  conditions. 

In  case  of  prepayment  meters  the  rate  charged  shall  be  $1.50  per  thousand  cubic 
feet  for  all  gas  consumed,  subject  to  a  minimum  charge  of  75  cents  per  meter  per 
month. 

SCHEDULE  NO.  3. 
General  gas  service. 

Gas  of  an  average  heating  value  of  570  British  thermal  units  per  cubic  foot  will 
be  supplied  under  this  schedule  for  domestic  and  commercial  service  for  lightinif, 
heating  and  cooking. 
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Territory. 

Applicable  in  the  city  of  Escondido. 

Rate.  Gross        Net 

First  500  cubic  feet  or  less  per  meter  per  month $1  10    $1  00 

Next  4,500  cubic  feet  per  meter  per  month,  per  M  cubic  feet —  1  05  1  85 
Next  6,000  cubic  feet  per  meter  per  month  per  M  cubic  feet—  1  75  1  65 
Next  10,000  cubic  feet  per  meter  per  month  per  M  cubic  feet—  1  40  1  40 
All  over  20,000  cubic  feet  per  meter  per  month  per  M  cubic  feet—  1  25  1  25 
The  above  rates  are  subject  to  decrease  on  the  basis  of  3  cents  per  1000  cubic  feet 

for  each  10-cent  decrease  in  the  cost  of  oil  below  the  price  of  $1.65  per  barrel  f.o.b. 

San  Diego  upon  approval  of  the  Railroad  Commission  of  the  State  of  California. 

Change  to  be  to  the  nearest  one  cent. 

Prompt  paiment  dit count. 

All  bills  are  rendered  at  the  gross  rate  shown  above.  A  discount  reducing  the 
bill  to  the  net  rate  as  shown  is  made  for  prompt  payment  in  case  bills  are  paid  on 
or  before  the  date  due  as  shown  on  the  bill  rendered. 

It  is  hereby  further  ordered,  that — 

1.  The  above  Schedule  No.  1  is  hereby  reduced  2  cents  per  1000 
cubic  feet  eflfective  for  all  meter  readings  taken  on  and  after  October 
1,  1921. 

2.  In  case  of  a  reduction  in  the  price  paid  for  oil,  the  San  Diego 
Consolidated  Oas  and  Electric  Company  shall  file  within  10  days  there- 
after an  affidavit  setting  forth  the  new  price  paid  for  oil  and  shall 
thereafter,  upon  supplemental  order  of  the  Commission  in  this  pro- 
ceeding, charge  the  reduced  rates  as  determined  under  the  schedules 
herein  set  forth. 

3.  Should  at  any  time  an  increase  in  price  paid  for  oil  occur,  appli- 
cant may,  after  filing  affidavit  of  such  increase  and  receiving  a  supple- 
mental order  from  this  Commission  so  authorizing,  charge  the  increase 
in  rates  as  determined  under  the  schdules  herein  set  forth. 

4.  San  Diego  Consolidated  Oas  and  Electric  Company  shall  file  the 
above  schedules  to  comply  with  the  order  herein  on  or  before  September 
20,  1921. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of 
August,  1921. 


Decision  No.  9413. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  SOUTHERN  CALIFOR- 
NIA GAS  COMPANY,  FOR  AN  ORDER  PRELIMINARY  TO  THE 
ISSUANCE  OF  A  CERTIFICATE  OF  PUBLIC  CONVENIENCE  AND 
NECESSITY  RELATIVE  TO  THE  EXERCISE  OF  RIGHTS  OF  FRAN- 
CHISE NOT  YET  SECURED  IN  REDLANDS,  CALIFORNIA. 


Application  No.  6977. 
Decided  August  25,  1921. 


O'Melveny,  MUUkin  and  Tuller,  by  Paul  FusseU,  for  Applicants. 
LovxLAND,  ComifiMtfoner. 
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OPINION. 

Southern  California  Gas  Company  applies  herein  for  an  order  pre- 
liminary to  the  issuance  of  a  certificate,  declaring  that  public  conven- 
ience and  necessity  require  the  exercise  by  it  of  the  rights  and  priv- 
ileges of  a  franchise  proposed  to  be  secured  by  it  from  the  city  of 
Redlands  to  lay,  maintain  and  operate  a  system  of  pipes  in  the  public 
streets,  alleys  and  highways  of  the  city  of  Redlands  for  the  purpose 
of  supplying  gas  for  lighting,  heating  and  all  other  purposes  for  which 
gas  may  be  used. 

The  city  of  Redlands  has  previously  been  supplied  with  gas  by  the 
Citrus  Belt  Gas  Company.  A  contract  has  been  entered  into  for  the 
purchase  by  Southern  California  Gas  Company  of  the  Citrus  Belt 
properties ;  this  purchase  agreement  has  already  been  approved  by  the 
Railroad  Commission.  There  is  at  this  time  question  as  to  the  legality 
of  the  franchise  previously  granted  to  Citrus  Belt  Gas  Company,  and 
in  order  to  prevent  further  question  a  new  franchise  has  been  sought 
by  Southern  California  Gas  Company  for  serving  the  territory  pre- 
viously supplied  by  the  Citrus  Belt  Company. 

A  hearing  was  held  in  Los  Angeles  on  July  22,  1921,  at  which  time 
evidence  was  taken  and  the  matter  thereupon  submitted.  Since  the 
submission  of  this  proceeding  the  aforementioned  franchise  has  been 
granted  by  the  city  of  Redlands  and  Southern  California  Gas  Company 
has  filed  a  stipulation,  duly  executed  by  authority  of  its  board  of 
directors,  in  which  it  agrees  that  it,  its  successors  or  assigns,  will  never 
claim  before  the  Railroad  Commission  or  any  court  or  other  public 
body  a  value  for  the  right,  privilege  and  franchise  granted  under  the 
ordinance  in  question  in  excess  of  the  actual  cost  to  applicant  of  acquir- 
ing said  franchise,  stated  in  the  stipulation  to  be  the  sum  of  $525. 

The  application  herein  asks  only  for  an  order  preliminary  to  the 
issuance  of  a  certificate  of  public  convenience  and  necessity.  Inasmuch 
as  the  franchise  has  now  been  duly  granted  and  the  required  stipula- 
tion as  to  its  claim  for  the  value  thereof  has  been  filed  by  Southern 
California  Gas  Company,  I  shall,  therefore,  make  the  final  order  herein. 

I  find  as  a  fact  that  public  convenience  and  necessity  require  the 
exercise  by  Southern  California  Gas  Company  of  the  rights  and  priv- 
ileges of  the  franchise  granted  to  it  by  ordinance  No.  634,  of  the  city 
of  Redlands,  and  submit  the  following  form  of  order: 

ORDER. 

Southern  California  Gas  Company  having  applied  to  the  Railroad 
Commission  for  an  order,  preliminary  to  the  issuance  of  a  certificate  of 
public  convenience  and  necessity,  relative  to  the  exercise  of  rights  under 
a  franchise  from  the  city  of  Redlands,  a  public  hearing  having  been 
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held,  a  copy  of  said  franchise  having  been  filed,  Southern  California 
Gas  Company  having  stipulated  in  form  satisfactory  to  this  Commis- 
sion as  to  the  claim  for  value  of  said  franchise  and  the  matter  having 
been  submitted : 

The  Railroad  Commission  of  the  State  of  California  does  hereby 
certify  and  declare  that  public  convenience  and  necessity  require  the 
exercise  by  Southern  California  Gas  Company  of  the  rights  and  priv- 
ileges provided  under  the  terms  of  the  franchise  granted  it  by  ordi- 
nance No.  634,  of  the  city  of  Redlands,  on  August  10,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-fifth  day  of  August, 
1921. 


Decision  No.  9414. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  SOUTHERN  CAL- 
IFORNIA  (JAS  COMPANY  FOR  AN  ORDER  PRELIMINARY  TO  THE 
ISJ4rAN(^B  OF  A  CERTIFKWTE  OF  PUBLIC  CONVENIENCE  AND 
NECESSITY  RELATIVE  TO  THE  EXERCISE  OF  RIGHTS  OF  FRAN- 
ClIISE  NOT   YET   SE(  URED   IN   SAN  BERNARDINO.   CALIFORNIA. 


Application  No.  6976. 
Decided  August  25,  1921. 


O^McUeny,  MUHkin  and  TuUtr,  by  Paul  FiisstU,  for  Applicants. 
LoVELAND,  Commis9ioner. 

OPINION. 

Southern  California  Gas  Company  applies  herein  for  an  order  pre- 
liminary to  the  issuance  of  a  certificate,  declaring  that  public  conven- 
ience and  necessity  require  the  exercise  by  it  of  the  rights  and  priv- 
ileges of  a  franchise  proposed  to  be  secured  by  it  from  the  city  of  San 
Bernardino  to  lay,  maintain  and  operate  a  system  of  pipes  in  the  public 
streets,  alleys  and  highways  of  the  city  of  San  Bernardino  for  the  pur- 
pose of  supplying  gas  for  lighting,  heating  and  all  other  purposes  for 
which  gas  may  be  used. 

Applicant  shows  that  it  has  been  engaged  in  the  business  of  distribut- 
ing gas  for  domestic,  commercial  and  industrial  purposes  in  the  city 
of  San  Bernardino  for  a  number  of  years  in  competition  with  Citrus 
Belt  Gas  Company.  At  the  present  time  negotiations  are  being  com- 
pleted for  the  purchase  of  the  Citrus  Belt  properties  by  Southern 
California  Gas  Company,  this  purchase  having  already  been  approved 
by  the  Railroad  Commission.    It  is  the  request  that  an  order  granted 
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at  this  time  should  cover  applicant's  operations  of  the  combined  sys- 
tems. Previous  operations  have  been  under  constitutional  franchise 
rights. 

A  hearing  was  held  in  Los  Angeles  on  July  22,  1921,  at  which  time 
evidence  was  taken  and  the  matter  thereupon  submitted.  Since  the 
submission  of  this  proceeding  the  aforementioned  franchise  has  been 
granted  by  the  city  of  San  Bernardino  and  Southern  California  Gas 
Company  has  filed  a  stipulation,  duly  executed  by  authority  of  its 
board  of  directors,  in  which  it  agrees  that  it,  its  successors  or  assigns, 
will  never  claim  before  the  Railroad  Commission  or  any  court  or  other 
public  body  a  value  for  the  right,  privilege  and  franchise  granted 
under  the  ordinance  in  question  in  excess  of  the  actual  cost  to  applicant 
of  acquiring  said  franchise,  stated  in  the  stipulation  to  be  the  sum 
of  $442. 

The  application  herein  asks  only  for  an  order  preliminary  to  the 
issuance  of  a  certificate  of  public  convenience  and  necessity.  Inasmuch 
as  the  franchise  has  now  been  duly  granted  and  the  required  stipula- 
tion as  to  its  claim  for  the  value  thereof  has  been  filed  by  Southern 
California  Gas  Company,  I  shall,  therefore,  make  the  final  order  herein. 

I  find  as  a  fact  that  public  convenience  and  necessity  require  the 
exercise  by  Southern  California  Gas  Company  of  the  rights  and  priv- 
ileges of  the  franchise  granted  to  it  by  ordinance  No.  820  of  the  city 
of  San  Bernardino,  and  submit  the  following  form  of  order : 

ORDER. 

Southern  California  Gas  Company  having  applied  to  the  Railroad 
Commission  for  an  order,  preliminary  to  the  issuance  of  a  certificate 
of  public  convenience  and  necessity,  relative  to  the  exercise  of  rights 
under  a  franchise  from  the  city  of  San  Bernardino,  a  public  hearing 
having  been  held,  a  copy  of  said  franchise  having  been  filed.  Southern 
California  Gas  Company  having  stipulated  in  form  satisfactory  to  this 
Commission  as  to  the  claim  for  value  of  said  franchise  and  the  matter 
having  been  submitted : 

The  Railroad  Commission  of  the  State  of  California  does  hereby 
certify  and  declare  that  public  convenience  and  necessity  require  the 
exercise  by  Southern  California  Gas  Company  of  the  rights  and  priv- 
ileges provided  under  the  terms  of  the  franchise  granted  it  by  ordi- 
nance No.  820  of  the  city  of  San  Bernardino  on  August  8, 1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-fifth  day  of  August, 
1921. 
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Decision  No.  9420. 

IN  THE  MATTER  OF  THE  OPERATION  AND  PRACrilCES  OF  HUGH  A. 
BOYLE,  HUGH  ALLEN  BOYLE,  AND  JAMES  J.  RYAN,  COPARTNERS, 
OPERATING  AN  EXPRESS  AND  FREIGHT  SERVICE  BETWEEN 
SBBASTOPOL,  SANTA  ROSA,  COTATI,  PETALUMA  AND  OAKLAND 
AND  RICHMOND.  BERKELEY  AND  OAKLAND  IN  CONTRA  COSTA 
AND  ALAMEDA  COUNTIES. 

Case  No.  1583. 
Decided  August  25,  1921. 


Auto  Stages — Service— Duties  of  IIoldeb  of  CEBTiFiCiCTE. — The  granting  of  a 
certificate  confers  a  privilege  which  can  only  be  continued  by  tlie  grantee 
fully  meeting  the  obligations  and  responsibilities  imposed  by  statutory  law  and 
the  rules  and  regulations  of  the  Commission.  These  include  furnishing  a  regu- 
lar and  dependable  service,  in  accordance  with  approved  rates  and  time 
schedules. 

In  this  instance,  certificate  was  revoked  for  violation  of  terms  of  grant. 

Hugh  A.  Boyle  and  Hugh  Allen  Boyle,  Defendants. 

W,  F.  Qeary  and  E,  H.  Maggard,  for  Petaluma  and  Santa  Rosa  Railroad  Company, 

Intervenor. 
S,  a.  Knight,  for  Poultry  Keepers*  Association  of  Petaluma. 

Bt  the  Commission. 

OPINION. 

This  is  a  proceeding  instituted  by  the  Commission  on  its  own  motion 
by  reason  of  an  order  to  show  cause  issued  on  April  16,  1921,  and  an 
amended  order  instituting  investigation  and  order  to  show  cause  issued 
on  July  30, 1921,  directing  Hugh  A.Boyle,  Hugh  Allen  Boyle  and  James 
J.  Ryan,  copartners,  operating  an  express  and  freight  service  between 
Sebastopol  and  Oakland  and  intermediate  points  to  appear  and  show 
cause  why  this  Commission  should  not  revoke,  cancel  or  annul  the  cer- 
tificate of  public  convenience  and  necessity  for  the  operation  of  an 
automobile  freight  line  between  Sebastopol  and  Oakland  and  inter- 
mediate points  or  take  such  other  action  regarding  alleged  violation  of 
the  Commission's  order  as  contained  in  Decision  No.  8072  on  Applica- 
tion No.  5778  as  to  the  Commission  appeared  just  and  proper. 

Public  hearings  were  conducted  by  Examiner  Handford  at  Petaluma 
on  May  3  and  August  16,  1921,  the  matter  was  duly  submitted  and  is 
now  ready  for  decision. 

Hugh  A.  Boyle,  Hugh  Allen  Boyle  and  James  J.  Ryan,  copartners, 
were  granted  a  certificate  of  public  convenience  and  necessity  to  operate 
automobile  freight  and  express  service  as  a  common  carrier  between 
Sebastopol  and  Oakland,  serving  as  intermediates  the  communities  at 
Santa  Rosa,  Cotati,  Petaluma  and  Novato  and  at  Berkeley  and  Rich- 
mond, the  authority  being  contained  in  Decision  No.  8072  on  Appli- 
cation No.  5778,  as  decided  September  10,  1920.  On  September  18, 
1920,  Hugh  A.  Boyle  and  James  J.  Ryan  filed  with  this  Commission 
an  acceptance  of  the  certificate  specifying  that  within  thirty  days  from 
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said  September  18,  1920,  the  operation  of  said  automobile  truck  line 
would  commence  and  that  tariffs  and  rules  as  required  by  General 
Order  No.  51  of  this  Commission  would  be  filed  with  the  Railroad 
Commission.  On  October  20,  1920,  Local  Freight  Tariff  No.  1  (C.  R. 
C.  No.  1)  was  filed  with  the  Railroad  Commission  naming  rates  for  the 
transportation  of  merchandise  between  Sebastopol,  Santa  Rosa,  Peta- 
luma,  San  Rafael,  Richmond,  Oakland  and  intermediate  points,  said 
tariff  being  issued  on  October  19,  1920,  and  to  become  effective  October 
20,  1920.  Time  Schedule  No.  1,  to  become  effective  October  20,  1920, 
was  also  filed  with -the  Railroad  Commission. 

During  the  month  of  February,  1921,  the  Commission  was  advised 
that  the  service  authorized  by  Decision  No.  8072  on  Application  No. 
5778  was  not  available  for  the  public  in  that  the  schedule  was  not  being 
observed  by  the  copartnership  to  whom  the  certificate  had  been  granted 
and  as  such  informal  complaints  became  numerous,  the  Commission 
instituted  a  proceeding  on  its  own  motion  and  set  the  matter  for  hear- 
ing at  Petaluma  on  May  3,  1921.  At  this  hearing  defendants,  Hugh 
A.  Boyle  and  Hugh  Allen  Boyle,  requested  a  continuance  on  the 
ground  that  they  had  not  been  served  with  the  order  to  show  cause 
and  were  therefore  not  represented  by  counsel  and  were  unable  to 
properly  answer.  The  record  of  the  Commission  indicated  that  notices 
had  been  regularly  sent  by  registered  mail  through  the  post  office, 
properly  addressed  to  the  last  known  address  of  these  defendants,  but 
defendants  contended  that  such  notices  had  not  been  delivered.  The 
matter  was  therefore  taken  from  the  calendar  and  it  later  developed 
that  the  registered  letters  were  not  delivered  to  the  defendants,  Hugh 
A.  Boyle  and  Hugh  Allen  Boyle,  but  were  returned  to  the  Commission 
by  the  post  office  authorities  after  efforts  had  been  made,  as  indicated 
by  post  office  marks,  to  effect  delivery  in  Petaluma,  Mill  Valley,  Berke- 
ley and  Oakland.  An  amended  order  instituting  investigation  and 
order  to  show  cause  was  issued  by  the  Commission  on  July  30,  1921, 
served  on  all  defendants  by  registered  mail,  directing  them  to  appear 
at  Petaluma  on  August  J6,  1921,  to  which  order  defendants,  Hugh  A. 
Boyle  and  Hugh  Allen  Boyle,  responded  by  appearance. 

Mr.  R.  H.  Bishop,  assistant  service  inspector  for  the  Commission, 
testified  that  by  direction  of  the  Commission  he  had  made  two  investi- 
gations of  the  operation  in  connection  with  complaints  made  to  the 
Commission,  one  inspection  having  been  made  in  February  and  one 
in  July,  1921.  The  inspection  made  in  February  (on  February  15th) 
resulted  in  information  that  Jas.  J.  Ryan,  one  of  the  copartners,  had 
on  or  about  Janury  1,  1921,  abandoned  the  operation  without  advising 
H.  A.  Boyle.     That  Boyle  upon  learning  that  the  operation  was  not 
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being  protected  arranged  for  a  truck  and  again  commenced  the  opera- 
tion. Some  three  weeks  elapsed  between  the  suspension  of  operation 
by  J.  J.  Ryan  and  the  resumption  by  H.  A.  Boyle.  The  investigation 
made  by  this  witness  in  July,  1921,  consisted  of  an  inquiry  at  the  Oak- 
land terminal  on  July  29,  at  which  time  it  was  found  that  the  Oakland 
terminal  had  been  changed  from  319  Franklin  street  to  422  Franklin 
street.  Inquiry  at  the  new  address  resulted  in  information  that  no 
truck  arrived  at  Oakland  on  July  28,  1921,  and  that  the  party  in 
charge  of  the  terminal  had  been  informed  by  one  of  the  Boyles  by 
telephone  from  Petaluma  that  the  trip  would  not  be  made  as  there 
was  nothing  to  be  brought  down. 

Witnesses  for  intervener,  Petaluma  and  Santa  Rosa  Railroad  Com- 
pany, testified  that  since  January  15,  1921,  the  trucks  formerly  oper- 
ated by  the  partnership  had  been  stored  in  Petaluma,  the  1920  license 
not  having  been  renewed;  that  on  July  14,  1921,  a  truck  loaded  with 
chicken  coops  containing  live  poultry  left  Petaluma  and  on  the  follow- 
ing morning  deliveries  were  made  to  two  diflferent  consignees  in  San 
Francisco;  that  a  prospective  shipper  at  Sebastopol  was  unable  to 
secure  service  although  making  three  attempts  by  telephoning  to  the 
office  of  the  carrier  in  Petaluma.  Hugh  A.  Boyle,  one  of  the  defend- 
ants, testified  that  there  had  been  a  disagreement  with  his  partner, 
J.  J.  Ryan,  and  that  as  a  result  the  trucks  originally  used  in  the 
operation  of  the  route  had  been  withdrawn.  That  on  or  about  January 
7,  1921,  J.  J.  Ryan  in  the  presence  of  witnesses  had  told  witness  that 
he  was  through  with  the  line  and  that  witness,  Boyle,  could  have  it, 
whereupon  the  service  was  resumed,  first  by  using  a  touring  car  and 
later  by  the  use  of  three  trucks.  At  the  hearing  an  opportunity  was 
given  defendants  to  produce  witnesses,  residing  in  Petaluma,  to  tes- 
tify as  to  the  service  having  been  continuously  operated  and  as  to  its 
general  character.  Two  witnesses  were  produced  but  both  testified  that 
the  service  was  not  available  for  a  period  during  the  month  of  January, 
1921. 

The  granting  of  the  certificate  to  this  copartnership  on  September 
10,  1920,  by  Decision  No.  8072  on  Application  No.  5778  followed  sev- 
eral hearings  at  which  the  desired  certificate  was  opposed  and  the 
controlling  feature  was  the  proposed  establishment  of  a  service  from 
Sonoma  County  points  to  Richmond,  Berkeley  and  Oakland,  and  the 
opening  of  a  new  traffic  route  for  the  transportation  of  farm,  poultry 
and  orchard  products  from  Sonoma  County  to  the  east  bay  com- 
munities. 

The  granting  of  the  application  conferred  a  privilege  which  could 
only  be  continued  by  the  grantees  fully  meeting  the  obligations  and 
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responsibilities  imposed  by  tlie  statutory  law  and  the  rules  and  regu- 
lations of  the  Railroad  Commission.  These  include  the  furnishing  to 
the  public  of  a  regular  and  dependable  service  in  accordance  with  the 
rates  and  time  schedules  filed  with  the  Railroad  Commission  as  well  as 
compliance  with  the  order  of  the  Commission  granting  the  certificate 
of  public  convenience  and  necessity. 

The  order  in  Application  No.  5778  (Decision  No.  8072)  contained 
the  following: 

The  Railroad  Commission  hereby  declares  that  public  convenience  and  neces- 
sity require  the  operation  by  Hugh  A.  Boyle,  Hugh  Allen  Boyle  and  James  J. 
liyan,  copartners,  of  an  automobile  truck  line  as  a  common  carrier  of  freight  and 
express  between  Sebastopol  and  Oakland,  Berkeley  and  Richmond,  serving  as  inter- 
mediates the  communities  at  Santa  Rosa,  Cotati,  Petaluma  and  Novato;  provided, 
however,  that  this  certificate  conveys  no  authority  for  operation  between  Oakland 
and  Sun  Francisco;  and  provided,  further,  that  the  rights  and  privileges  hereby 
authorized  may  not  be  transferred  or  assigned  unless  the  written  consent  of  the 
Railroad  Commission  to  such  transfer  or  assignment  has  first  been  secured. 

It  is  hereby  ordered  that  no  vehicle  may  be  operated  under  this  certificate  unless 
such  vehicle  is  owned  by  the  applicants  herein  or  is  leased  by  such  applicants  under 
a  contract  or  agreement  on  a  basis  satisfactory  to  the  Railroad  Commission. 

In  the  present  proceeding  evidence  has  been  presented,  and  not  con- 
troverted by  defendants,  that  operation  has  been  conducted  between 
Petaluma  and  San  Francisco.  This  is  a  violation  of  the  order  granting 
the  certificate  if  the  route  followed  was  that  via  Oakland  and  is  a 
violation  of  the  statutory  law  if  the  route  was  via  Sausalito,  no  certifi- 
cate of  public  convenience  and  necessity  being  held  by  defendants,  an 
application  therefor  having  been  denied  by  Decision  No.  8072  on 
Application  No.  5578  as  decided  September  10,  1920. 

The  order  granting  the  certificate  contained  a  clause  that  the  opera- 
tive right  therein  granted  should  not  be  transferred  or  assigned  unless 
the  written  consent  of  the  Railroad  Commission  to  such  transfer  or 
assignment  had  first  been  secured.  This  portion  of  the  order  was  vio- 
lated in  that  the  evidence  shows  that  in  January,  1921,  J.  J.  Ryan 
verbally  transferred  to  Hugh  A.  Boyle  his  partnership  interest  in  the 
operative  route  herein  discussed.  Also  that  Hugh  Allen  Boyle  on  July 
12,  1920,  transferred  all  his  interest  in  the  proposed  line  to  Hugh  A. 
Boyle. 

The  order  also  contained  a  clause  that  no  vehicle  should  be  operated 
under  its  provisions  unless  such  vehicle  was  owned  by  the  copartner- 
ship or  was  leased  by  such  copartnership  on  a  basis  satisfactory  to  the 
Railroad  Commission.  The  evidence  in  the  present  proceeding  shows 
that  the  equipment  now  used  in  the  operation  of  the  line  is  owned  by 
the  ** Boyle  family*'  and  there  exists  no  lease  or  agreement  in  con- 
formity with  the  Commission's  regulations  as  contained  in  Decision 
No.  5318  on  Case  No.  1202  as  decided  April  17,  1918. 
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In  view  of  all  the  evidence  in  this  proceeding  we  are  of  the  opinion 
and  find  as  a  fact  that  the  operation  of  the  truck  line  as  a  common 
carrier  of  freight  and  express  as  authorized  by  this  Commission's  De- 
cision No.  8072  on  Application  No.  5778  as  decided  September  10, 
1920,  has  been  conducted  in  violation  of  the  provisions  of  the  order 
and  of  the  statutory  law  in  that  regular  service  has  not  been  given  in 
accordance  with  published  schedules,  that  unauthorized  transfers  of 
the  operative  rights  have  been  made,  that  operation  to  unauthorized 
terminals  has  been  made,  and  that  equipment  has  been  operated  which 
was  not  owned  by  the  copartnership  or  leased  by  such  copartnership 
in  accordance  with  the  conditions  prescribed  by  this  Commission  in 
its  order  granting  the  certificate  of  public  convenience  and  necessity. 

ORDER. 

Public  hearings  having  been  held  in  the  above  entitled  proceeding, 
the  matter  having  been  duly  submitted  and  tlie  Commission  being  fully 
advised  and  basing  its  order  on  the  finding  of  fact  as  set  forth  in  the 
opinion  preceding  this  order; 

It  is  hereby  ordered,  that  the  certificate  of  public  convenience  and 
necessity  heretofore  granted  by  this  Commission  by  its  Decision  No. 
8072  on  Application  No.  5778,  (decided  September  10,  1920)  granting 
to  Hugh  A.  Boyle,  Hugh  Allen  Boyle  and  Jas.  J.  Ryan,  copartners, 
the  right  to  operate  automobile  truck  service  as  a  common  carrier 
of  freight  and  express  between  Sebastopol  and  Oakland  and  inter- 
mediate points,  be  and  the  same  hereby  is  canceled,  and  that  no  further 
operation  by  Hugh  A.  Boyle,  Hugh  Allen  Boyle  and  Jas.  J.  Ryan  as 
copartners  or  as  individuals  should  be  given  over  the  route  as  herein- 
above referred  to. 

Dated  at  San  Francisco,  California,  this  twenty-fifth  day  of  August, 
1921. 


Decision  No.  9421. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  CONSOLIDATED  MOTOR 
FREIGHT  LINES,  INCORPORATED,  FOR  AN  ORDER  AUTHORIZ- 
ING ISSUE  OF  STOCK. 


Application  No.  6952. 
Decided  August  25,  1921. 


J.  B,  McFarlandf  for  Applicant. 

By  the  Commission. 

OPINION. 

Consolidated  Motor  Freight  Lines,  Incorporated,  a  corporation,  has 
petitioned  the  Railroad  Commission  for  an  order  authorizing  the  trans- 
fer to  it  of  the  operative  rights  for  the  conduct  of  automobile  freight 
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lines  as  common  carries  of  property  now  owned  by  A.  A.  McParland, 
operating  under  the  fictitious  name  of  Richmond  Motor  Express  Com- 
pany, and  Mrs.  Jean  Williams  Scott,  operating  under  the  fictitious 
name  of  Williams  Motor  Express  Company,  A.  A.  McFarland  and  Mrs. 
Jean  Williams  Scott  joining  in  said  application  and  requesting  permis- 
sion to  transfer  said  operative  rights.  Applicant,  Consolidated  Motor 
Freight  Lines,  Incorporated,  also  seeks  authority  for  the  issuance  of 
5550  shares  of  the  par  value  of  $27,750  of  its  capital  stock. 

A  public  hearing  on  this  application  was  conducted  by  Examiner 
Handford  at  San  Francisco,  the  matter  was  duly  submitted  and  is  now 
ready  for  decision. 

The  operative  rights  of  A.  A.  McFarland,  who  has  operated  under 
the  fictitious  name  of  Richmond  Motor  Express  Company,  and  of  Mrs. 
Jean  Williams  Scott,  who  has  operated  under  the  fictitious  name  of 
Williams  Motor  Express  Company,  herein  proposed  to  be  transferred 
are  those  existing  by  reason  of  continuous  operation  prior  to  and  since 
May  1,  1917,  which  was  the  date  recognized  by  the  legislature  in  the 
passage  of  chapter  213,  Statutes  of  1917,  as  that  upon  which  persons 
operating  stage  or  truck  lines  were  not  required  to  secure  certificate  of 
public  convenience  and  necessity  from  the  Railroad  Commission  nor 
permits  from  the  governing  bodies  of  the  various  political  subdivisions 
through  which  a  route  passed.  The  proposed  transfers  are  to  be  made 
in  accordance  with  agreements  which  are  incorporated  in  the  applica- 
tion herein.  We  are  of  the  opinion  that  the  transfers  should  be  author- 
ized subject  to  the  conditions  which  will  appear  in  the  following  order. 

We  will  now  consider  the  portion  of  the  application  for  authoriza- 
tion of  a  stock  issue. 

Consolidated  Motor  Freight  Lines,  Incorporated,  was  organized  on 
or  about  May  25,  1921,  with  an  authorized  stock  issue  of  $75,000, 
divided  into  15,000  shares  of  the  par  value  of  $5  each.  In  this  appli- 
cation, the  company  asks  permission  to  issue  $27,750  par  value  (5550 
shares)  of  stock  for  the  following  purposes : 

(a)    In  payment  for  properties  of  A.  A.  McFarland,  operating  under 

the  fictitious  name  of  Richmond  Motor  Express  Company $13,000  00 

(h)   In  payment  for  properties  of  Mrs.  Jean  Williams  Scott,  operating 

under  the  fictitious  name  of  Williams  Motor  Express  Company       4,000  00 

(c)   To  cover  organization  and  promotion  expenses 750  00 

id)  To  sell,  for  cash,  at  85 10,000  00 

Total    $27,750  00 

Applicant,  Consolidated  Motor  Freight  Lines,  Incorporated,  asks 
permission  to  assume  the  payment  of  $2,875  of  indebtedness  of  Mrs. 
Jean  Williams  Scott,  operating  under  the  fictitious  name  of  Williams 
Motor  Express  Company,  such  indebtedness  consisting  of  $1,120  rep- 
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resenting  the  balance  due  on  a  Packard  truck  and  $1,775  of  notes  and 
accounts  payable. 

The  properties  which  applicant,  Consolidated  Motor  Freight  Lines, 
Incorporated,  intends  to  acquire  from  A.  A.  McParland,  operating 
under  the  fictitious  name  of  Richmond  Motor  Express  Company,  con- 
sist of  one  2-ton  1917  model  White  truck  chassis  with  freight  body; 
one  3i-ton  1919  model  Atterbury  truck  with  freight  body;  equipment 
for  both  trucks;  oflSce  furniture  and  supplies;  prepaid  insurance  and 
goodwill,  including  list  of  names  of  customers,  shippers  and  consignees. 
In  payment  for  these  properties,  applicant  asks  permission  to  issue 
$13,000  of  its  common  stock. 

The  properties  which  applicant.  Consolidated  Motor  Freight  Lines, 
Incorporated,  intends  to  acquire  from  Mrs.  Jean  Williams  Scott,  oper- 
ating under  the  fictitious  name  of  Williams  Motor  Express  Company, 
are  said  to  consist  of  one  3-ton  model  Packard  truck  chassis  with 
freight  body,  equipment  for  the  truck,  office  furniture  and  supplies, 
prepaid  insurance  and  goodwill,  including  list  of  names  of  customers, 
shippers  and  consignees.  The  estimated  value  of  the  Williams  Motor 
Express  Company's  properties  is  reported  at  $6,875.  From  this 
amount,  there  is  deducted  the  indebtedness  of  $2,875,  leaving  an  equity 
of  $4,000^  against  which  applicant  asks  permission  to  issue  $4,000  of 
its  stock. 

It  appears  from  the  testimony  that  the  values  at  which  applicant, 
Consolidated  Motor  Freight  Lines,  Incorporated,  asks  permission  to 
transfer  the  properties  of  A.  A.  McFarland,  operating  under  the  ficti- 
tious name  of  Richmond  Motor  Express  Company,  and  of  Mrs.  Jean 
Williams  Scott,  operating  under  the  fictitious  name  of  Williams  Motor 
Express  Company,  are  high,  in  that  an  inadequate  allowance  has  been 
made  for  obsolescence  and  depreciation.  We  do  not  believe  that  appli- 
cant should  issue  more  than  $10,000  of  stock  in  payment  for  the  prop- 
erties of  A.  A.  IVIcFarland,  nor  more  than  $3,000  of  stock  in  payment 
for  the  equity  in  the  properties  of  Mrs.  Jean  Williams  Scott. 

Applicant,  Consolidated  Motor  Freight  Lines,  Incorporated,  intends 
to  sell  $10,000  of  its  stock  (2000  shares)  at  par  and  asks  permission  to 
expend  not  exceding  15  per  cent  of  the  proceeds  to  pay  commissions 
and  expenses  incident  to  the  selling  of  the  stock.  The  remaiiiing  pro- 
ceeds applicant  intends  to  use  to  pay  the  indebtedness  which  it  asks 
permission  to  assume,  to  secure  additional  equipment  and  to  provide 
itself  with  working  capital.  We  believe  that  this  request  should  be 
granted,  as  well  as  the  request  of  applicant  to  issue  $750  of  stock  to 
pay  organization  and  promotion  expenses. 
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ORDER. 

Application  having  been  made  to  the  Railroad  Commission  for 
authority  to  transfer  properties  and  operative  rights  and  to  issue  stock, 
a  public  hearing  having  been  held,  the  matter  having  been  duly  sub- 
mitted and  the  Commission  being  fully  advised  and  of  the  opinion  that 
the  transfers  herein  sought  should  be  authorized  and  that  the  money, 
property  or  labor  to  be  procured  through  the  issue  of  stock  herein 
authorized  is  reasonably  required  by  applicant,  Consolidated  Motor 
Freight  Lines,  Incorporated,  to  pay  the  expenditures  herein  permitted 
which  are  not  in  whole  or  in  part  reasonably  chargeable  to  operating 
expenses  or  to  income; 

It  is  hereby  ordered,  that  authority  is  hereby  granted  for  the  trans- 
fer of  the  operative  rights  for  the  conduct  of  automobile  truck  lines 
as  common  carriers  of  freight  and  express  heretofore  held  by  A.  A. 
McFarland  (operating  under  the  fictitious  name  of  Richmond  Motor 
Express  Company)  and  Mrs.  Jean  Williams  Scott  (operating  under 
the  fictitious  name  of  Williams  Motor  Express  Company)  to  applicant, 
Consolidated  Motor  Freight  Lines,  Incorporated,  subject,  however,  to 
compliance  with  the  following  conditions: 

I.  A.  A.  McFarland  (operating  under  the  fictitious  name  of  Rich- 
mond Motor  Express  Company)  and  Mrs.  Jean  Williams  Scott  (oper- 
ating under  the  fictitious  name  of  Williams  Motor  Express  Company) 
will  be  required  to  immediately  cancel  all  tariffs,  rates,  classifications 
and  time  schedules  now  on  file  with  the  Railroad  Commission.  Appli- 
cant, Consolidated  Motor  Freight  Lines,  Incorporated,  will  be  required 
to  immediately  file  new  time  schedules,  tariffs,  rates  and  classifications, 
or  to  adopt  as  its  own  the  tariffs,  rates,  classifications  and  time  sched- 
ules of  A.  A.  McFarland  (operating  under  the  fictitious  name  of  Rich- 
mond Motor  Express  Company)  and  Mrs.  Jean  Williams  Scott  (operat- 
ing under  the  fictitious  name  of  Williams  Motor  Express  Company) 
all  tariffs,  rates,  classifications  and  time  schedules  to  be  the  same  as 
those  heretofore  filed  by  A.  A.  McFarland  and  Mrs.  Jean  Williams 
Scott.  All  cancellations  and  filings  to  be  made  in  accordance  with  the 
provisions  of  General  Order  No.  51  and  other  regulations  of  the  Rail- 
road Commission. 

II.  The  rights  and  privileges,  transfer  of  which  are  hereby  author- 
ized, may  not  again  be  transferred,  assigned,  leased,  hypothecated,  sold 
or  operation  thereunder  discontinued  unless  the  written  consent  of  the 
Railroad  Commission  to  such  transfer,  assignment,  lease,  hypotheca- 
tion, sale  or  discontinuance  of  operation  shall  have  first  been  secured. 

III.  No  vehicle  may  be  operated  by  applicant,  Consolidated  Motor 
Freight  Lines,  Incorporated,  under  the  authority  contained  in  this 
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approval  of  transfer  unless  such  vehicle  is  owned  by  such  applicant  or 
is  leased  by  it  under  a  contract  or  agreement  on  a  basis  satisfactory  to 
the  Railroad  Commission. 

It  is  hereby  further  ordered,  that  Consolidated  Motor  Freight  Lines, 
Incorporated,  be  and  it  is  hereby  authorized  to  assume  the  pa^'^ment  of 
$2,875  of  indebtedness  of  Mrs.  Jean  Williams  Scott  referred  to  in  this 
application  and  to  issue  $23,750  of  its  common  stock. 

The  authority  herein  granted  is  subject  to  the  following  conditions : 

I.  Of  the  stock  herein  authorized  to  be  issued  not  exceeding  $10,000 
may  be  delivered  to  A.  A.  McFarland  in  full  payment  for  the  prop- 
erties referred  to  in  this  application  and  not  exceeding  $3,000  of  stock 
may  be  delivered  to  Mrs.  Jean  Williams  Scott  in  part  payment  for  the 
properties  referred  to  in  this  application. 

II.  Stock  in  the  amount  of  $750  may  be  delivered  to  J.  B.  McFar- 
land on  account  of  expenses  paid  and  services  rendered  in  organizing 
applicant  corporation,  said  expenses  and  services  rendered  being 
referred  to  in  this  application. 

III.  Stock  in  the  amount  of  $10,000  herein  authorized  to  be  issued 
may  be  sold  by  applicant.  Consolidated  Motor  Freight  Lines,  Incor- 
porated, for  cash,  at  not  less  than  par  and  the  proceeds  used  for  the 
following  purposes : 

To  pay  brokers'  commissions  and  expenses  incident  to  the  sale  of  the 

stock     $1,500  00 

To  buy  second-hand  Ford  runabout,  a  new  2-ton  truck  chassis  with 
freight  body  and  accessories,  to  acquire  new  and  larger  freight 
bodies  for  Atterbury  and  White  trucks 4,525  00 

To  pay  indebtedness  assumed  not  exceeding 2,875  00 

For  working  capital  and  miscellaneous  purposes 1,100  00 

Total    $10,000  00 

IV.  The  authority  herein  granted  will  not  become  effective  until 
applicant,  Consolidated  Motor  Freight  Lines,  IncoriK)rated,  has  paid 
the  fee  prescribed  in  the  Public  Utilities  Act,  such  fee  amounting 
to  $25. 

V.  Consolidated  Motor  Freight  Lines,  Incorporated,  shall  keep  such 
record  of  the  issue  and  sale  of  the  stock  herein  authorized  and  of  the 
disposition  of  the  proceeds  as  will  enable  it  to  file  on  or  before  the 
twenty-fifth  day  of  each  month  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far  as 
applicable,  is  made  a  part  of  this  order. 

VI.  The  authority  herein  granted  will  apply  only  to  such  stock  as 
may  be  issued,  sold  and  delivered  on  or  before  December  31,  1921. 

Dated  at  San  Francisco,  California,  this  twenty-fifth  day  of  August, 
1921. 
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Decision  No.  9422. 

PRODUCERS  refining  COMPANY 

VS. 

SOUTHERN  PACli^lC  COMPANY,  AND  ATOIIISON,  TOPEKA  AND  SANTA 

FE  RAILWAY  COMPANY. 


Case  No.  1534. 
Decided  August  25,  1921. 


Railroad  Rates— Branch  Line— Switching  Sebvice. — The  fact  that  defendant 
elected  to  handle  branch  line  traffic  with  switch  engines  does  not  change  the 
service  rendered,  which  is  branch  line  and  not  switching  service. 

Railroad  Rates — Reparation. — The  mere  finding  of  unreasonableness  as  to  a 
freight  rate  for  the  future  aflFords  no  basis  for  reparation  award,  and  in  view 
of  the  fact  that  the  rates  were  legally  established  and  made  to  meet  war 
conditions,  reparation  was  denied. 

Walter  Oshorn^  for  Complainant. 

A'.  W.  Camp  and  O.  11.  Baker,  for  Defendants. 

By  the  Commission. 

OPINION. 

Complainant,  the  Producers  Refining  Company,  Is  a  corporation 
engaged  in  the  business  of  refining  crude  petroleum,  having  a  plant  at 
Waits,  on  the  Oil  City-Porque  branch,  which  branch  line  is  operated 
jointly  by  the  Southern  Pacific  Company  and  the  Atchison,  Topeka 
and  Santa  Fe  Railway  Company. 

By  the  complaint,  filed  February  15,  1921,  it  is  alleged  that  the  rates 
charged  by  defendants  for  the  transportation  of  crude  oil  in  tank  cars 
between  points  on  the  Oil  City  branch  line,  particularly  from  Oil  City 
and  Ainrof  to  Waits,  are  excessive,  exorbitant  and  discriminatory 
against  the  complainant  and  in  favor  of  the  large  oil  companies,  who 
by  use  of  privately  owned  pipe  lines  are  not  required  to  use  the  rail- 
roads. Complainant  prays  for  a  rate  of  37^  cents  per  ton,  minimum 
$12  per  car,  on  crude  petroleum  and  its  products  from  shipping  points 
on  the  Oil  City  branch  to  Waits.  It  also  seeks  reparation  on  shipments 
moved  between  March  22  and  November  30,  1920. 

A  hearing  was  held  May  18,  1921,  at  Bakersfield  before  Examiner 
Geary,  and  the  matter  is  now  ready  for  a  decision. 

Prior  to  June  25,  1918,  the  rate  on  crude  petroleum  in  tank  cars 
between  the  points  in  question  was  $10  per  car ;  on  June  25,  1918,  the 
rate  was  increased  to  $15  per  car  in  compliance  with  General  Order 
No.  28  of  the  Director  General  of  Railroads;  on  August  9,  1918,  the 
rate  was  increased  to  4|  cents  per  100  pounds,  or  to  90  cents  per  ton, 
plus  $10  per  car,  as  per  Freight  Order  No.  96,  and  on  August  26,  1920, 
the  rate  was  further  increased  to  5|  cents  per  100  pounds,  or  $1,10  per 
ton,  plus  $12.50  per  car,  as  per  Application  No.  5728.    The  successive 
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increases  in  rates,  with  the  exception  of  the  last,  on  August  26,  1920, 
were  established  during  the  period  of  federal  control. 

The  railroad  over  which  the  traflSc  moves  is  owned  jointly  by  the 
Southern  Pacific  Company  and  the  Atchison,  Topeka  and  Santa  Fe 
Railway  and  is  known  as  the  Oil  City  branch,  extending  from  Oil 
Junction  on  the  Southern  Pacific  to  Ainrof  on  one  side  and  to  Portque 
on  the  other,  the  distance  from  Oil  Junction  to  Ainrof  being  5.7  miles 
and  from  Oil  Junction  to  Portque  6.7  miles,  .forming  a  letter  **Y." 
The  tonnage  covered  by  this  complaint  moved  from  Oil  City,  six-tenths 
of  a  mile  south  of  Ainrof,  to  complainant's  refinery,  located  at  a  point 
north  of  and  adjacent  to  Waits,  the  movement  involving  a  haul  of 
approximately  three  miles.  In  its  petition  complainant  asks  for  a  rate 
of  37^  cents  per  ton  contemporaneously  in  effect  at  stations  having 
switching  limits,  as  per  Item  No.  1110-B,  Southern  Pacific  Terminal 
Tariff  No.  230-H,  C.  R.  C.  No.  2477,  the  contention  being  that  the 
service  is  performed  by  a  Bakersfield  switch  engine ;  that  the  Oil  City 
branch  is  operated  as  a  part  of  the  Bakersfield  yard  limits  and  that, 
therefore,  regular  switching  charges  should  apply. 

The  rates  complained  of  and  those  formerly  in  effect  are  contained 
in  Southern  Pacific  Company's  Tariffs  No.  333-E,  C.R.  C.  No.  1718, 
and  No.  333-P,  C.  R.  C.  No.  2395,  and  cover  movements  between  all 
points  Ainrof  to  Boaz.  Originally  the  charge  was  $10  per  car  regard- 
less of  weight.  The  changes  during  federal  control  and  the  federal 
guaranty  periods  increased  this  charge,  based  on  net  weight  of  100,000 
pounds,  to  $67.50  per  car.  The  records  disclose  that  complainant's 
crude  oil  shipments  moved  in  tank  cars  and  could  be  made  empty, 
including  the  time  of  movement,  within  24  hours  after  the  loading 
commenced.  Only  23  cars  were  forwarded  ifarch  22  to  November  30, 
1920,  inclusive,  no  cars  having  moved  since  November,  for  the  reason 
that  the  existing  charge  is  prohibitive.  At  the  present  time  the  oil  is 
being  hauled  by  auto  trucks  at  a  charge  of  12^  cents  per  barrel,  pr 
approximately  $37.50  per  car  of  300  barrels.  This  cost  is  approxi- 
mately 50  per  cent  less  than  the  rail  rate,  and  100  per  cent  higher  than 
the  rate  the  Commission  is  asked  to  establish. 

Defendants  do  not  seriously  attempt  to  justify  the  rate  charged, 
but  contend  that  a  rate  less  than  $1  per  ton  would  be  low  and  point 
particularly  to  the  fact  that  operating  conditions  in  this  territory  are 
unfavorable.  It  is  claimed  there  are  now  no  rates  for  the  movement 
of  oil  on  line-haul  traffic  of  less  than  $1  per  ton.  As  a  matter  of 
operating  convenience  the  Bakersfield  switching  engine  performs  the 
service  on  the  branch  under  regular  main-line  train  orders  and  brings 
the  loaded  cars  destined  to  points  beyond  Oil  Junction  into  the  Bakers- 
field yards,  there  to  be  placed  in  through  trains.     This  branch  line  is 
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not  given  a  regular  freight  service  and  no  passengers  at  all  are  handled. 

The  fact  that  defendants  elected  to  handle  this  branch  line  traflBc 
with  the  Bakersfield  switch  engines  does  not  change  the  service  ren- 
dered, which  is  a  branch  line  and  not  a  switching  service.  Switching 
charges  generally  contemplate  a  movement  of  cars  at  stations  within 
defined  switching  limits  and  the  charges  are  published  in  what  are 
known  as  Terminal  Tariffs.  Defendants  pointed  out  that  the  traffic 
density  at  the  large-  terminals — San  Francisco,  Oakland  and  Los 
Angeles— is  greatly  in  excess  of  that  on  the  Oil  City  branch  and,  in 
consequence,  the  unit  cost  per  car  handled  is  lower. 

Because  of  the  dissimilarity  in  conditions  and  the  complete  blanket- 
ing of  the  switching  rate  within  switching  limits,  whether  the  move- 
ment be  only  a  few  hundred  feet  or  a  number  of  miles,  makes  the  com- 
parison of  rates  brought  forth  by  the  complainant  as  immaterial  and 
not  pertinent  in  this  proceeding. 

The  testimony  of  complainant  further  indicates  that  practically  all 
other  oil  producers  on  the  Oil  City  branch  of  these  defendants  trans- 
port crude  oil  to  the  refineries  by  privately  owned  pipe  lines  and  that 
the  refinery  of  the  Producers  Refining  Company  at  Waits  is  the  only 
company  which  at  this  time  is  moving  the  crude  oil  from  the  wells  to 
the  refinery  by  means  other  than  pipe  lines.  In  this  situation,  as  here- 
tofore stated,  the  crude  oil  is  now  being  transported  to  the  Waits 
refinery  by  automobile  trucks,  for  the  reason  that  the  automobile  costs 
are  lower  than  the  present  rail  charges.  It  is  also  in  evidence  that  the 
oil,  after  having  been  processed  at  the  Waits  refinery,  is  forwarded  to 
consuming  markets  by  defendants'  railroads. 

In  the  light  of  the  various  rate  comparisons,  the  incidents  of  the 
transportation  and  the  earnings  per  car,  we  are  of  the  opinion  that  the 
rate  now  in  effect,  of  5^  cents  per  100  pounds,  plus  a  charge  of  $12.50 
a  car,  a  total  charge  of  $67.50  for  a  car  of  100,000  pounds,  is  excessive 
and  unreasonable  and  that  a  just  and  reasonable  rate  for  the  trans- 
portation of  petroleum  crude  oil,  in  tank  cars,  from  Ainrof  and  Oil 
City  to  Waits,  is  3  cents  per  100  pounds,  with  a  minimum  charge  of 
$15  per  car. 

Reparation  is  sought  in  connection  with  shipments  moved  between 
March  22  and  November  30,  1920.  Under  the  provisions  of  Section 
208-a  of  the  Transportation  Act,  1920,  the  federal  government  guar- 
anteed a  fixed  rate  of  return  to  the  carriers,  and  the  rates  in  effect  on 
February  29,  1920,  were  to  remain  in  effect  until  September  1,  1920, 
unless  the  changes  bringing  about  reductions  were  first  approved  by 
the  Interstate  Commerce  Commission.  It  is,  therefore,  the  contention 
that  this  commission  is  without  authority  to  award  reparation  on  ship- 
ments moved  prior  to  September  1,  1920.     Subsequent  to  September  1, 
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1920,  these  defendants  transported  but  13  carloads  of  oil  upon  which 
reparation  is  claimed.  No  testimony  was  oflFered  with  reference  to  the 
reparation  and  there  is  no  proof  as  to  who  paid  the  freight  charges. 
The  mere  finding  of  unreasonableness  as  to  a  freight  rate  for  the  future 
affords  no  basis  for  reparation  award,  and  in  view  of  the  fact  that  the 
rates  paid  were  those  legally  established,  and  made  to  meet  war  con- 
ditions rather  than  upon  a  reasonable  rate-making  basis,  we  are  of  the 
opinion  that  award  of  reparation  should  not  be  made. 

ORDER. 

This  case  being  at  issue  upon  complaint  and  answer  on  file  and  hav- 
ing been  duly,  heard  and  submitted  by  the  parties,  and  full  investiga- 
tion of  the  matters  involved  having  been  had,  and  basing  its  order 
on  the  foregoing  findings  of  fact  contained  in  the  opinion  which  pre- 
cedes this  order; 

It  is  hereby  ordered,  that  the  defendants,  the  Southern  Pacific  Com- 
pany and  the  Atchison,  Topeka  and  Santa  Pe  Railway  Company, 
according  as  they  participate  in  the  transportation,  be  and  they  are 
hereby  notified  to  publish  and  make  effective,  on  or  before  November 
1,  1921,  a  rate  of  three  (3)  cents  per  100  pounds,  with  a  minimum  of 
$15  for  the  transportation  of  petroleum  crude  oil  in  tank  cars  from 
Ainrof  and  Oil  City  to  Waits,  which  rate  this  Commission  finds  t6  be 
just  and  reasonable. 

Dated  at  San  Francisco,  California,  this  twenty-fifth  day  of  August, 
1921. 


Decision  No.  9428. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOl^THERN  PACIFIC  COM- 
PANY TO  ABANDON  ALL  PASSENGER  SERVICE  NOW  OPERATED 
BY  IT  ACROSS  THE  SAN  ANTONIO  ESTUARY  IN  OAKLAND, 
ALAMEDA  COUNTY,  CALIFORNIA,  AT  OR  IN  THE  VICINITY  OF 
WEBSTER  STREET. 


Application  No.  6560. 
Decided  August  30,  1921. 


Passenger  Sebvice — Abandonment  of. — No  rij?ht  exists  by  which  the  company 
can  at  its  own  convenience  sele<'t  a  specific  line  or  a  particular  service  and 
proceed  to  abandon  such  line  or  service  unless  the  entire  situation  justifies 
SQch  proposed  abandonment. 

E.  J,  Foulth,  for  Southern  Pacific  Company. 

J,  Allison  Bruner,  for  City  of  San  Leandro. 

Oeorffc  K,  Sheldon,  for  Uptown  Association  of  Oakland 

1\  P.  WiiUchen  and  Ralph  Hoyi,  for  County  of  Alameda. 

E.  W,  Hollinusworth  and  Bishop  and  Bahlcr,  for  Traffic  Bureau,  Oakland  Chamber 

of  Commerce. 
Okmrles  H,  <Sf600ow6e,  for  East  Side  Board  of  Trade. 
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J:  P.  Thompson,  for  Elmhurst  Community  Club. 
Leon  (Jray,  for  City  of  Oakland. 

Wilbur  Walker,  for  Merchants'  Kxchange  of  Oakland. 
W,  J,  Ijocke,  for  City  of  Alameda. 

Martin,  Comtnissioner. 

OPINION. 

The  interurban  electric  service  the  Southern  Pacific  Company 
(hereinafter  referred  to  as  the  company)  seeks  to  abandon  in  this 
application  consists  of  two  separate  services  or  lines  which  use  its 
Harrison  street  drawbridge  across  San  Antonio  Estuary,  between  the 
cities  of  Alameda  and  Oakland,  as  follows : 

(a)  Between  Fourteenth  and  Franklin  streets.  Oakland,  and  Alameda  pier  (thin 
train  service  being  part  of  the  Oakland  and  San  Francisco  interurban  electric  rail- 
way and  boat  service  via  Alameda  pier),  and 

(b)  the  crosstown  line  between  Alameda  and  Oakland  with  the  Oakland  ter- 
minal at  the  company's  Sixteenth  street  steam  line  passenger  depot  (of  this  line 
only  the  portion  between  the  company's  station  at  Fourteenth  and  Franklin  streets, 

■  in  Oakland,  and  Alameda  is  proposed  to  be  abandoned,  while  apparently  the  service 
between  the  Fourteenth  and  Franklin  street  station  and  the  Sixteenth  street  main 
line  station  in  Oakland  is  to  be  continued). 

Applicant  claims  that  this  service  is  operated  at  a  great  loss  and  that 
it  does  not  earn  suflScient  revenue  to  pay  expenses  of  operation  and 
taxes  nor  any  return  upon  the  valuation  or  investment  in  these  lines. 
Applicant  states  that  said  lines  incur  a  deficit  in  railroad  operating 
income  of  about  $6,000  per  month  and  that  there  is  no  prospect,  either 
present  or  reasonably  to  be  contemplated,  of  said  lines  being  able  to 
earn  operating  expenses.  It  is  stated  in  the  application  that  none  of 
said  lines  are  feeders  for  or  furnish  any  facilities  whatsoever  in  con- 
nection with  the  general  steam  railroads  of  the  company  and  that  the 
traffic  handled  is  exclusively  local  and  transbay. 

In  support  of  the  application  it  is  further  stated  that  the  entire 
transbay  and  local  electric  service  operated  by  the  company  in  Oak- 
land, Alameda  and  Berkeley  failed  to  earn  the  expenses  of  operation 
during  the  calendar  year  1920  by  the  sum  of  $668,416.85,  after  pay- 
ment of  taxes  to  the  State  of  California,  and  that  there  is  no  pros- 
pect, so  far  as  known,  of  materially  reducing  such  operating  deficit. 
The  services  rendered  to  the  public  by  means  of  said  lines  of  railroad, 
it  is  claimed,  are  in  effect  a  duplication  of  services  rendered  either  by 
this  company  or  by  the  street  car  system  operated  in  Oakland,  Ala- 
meda and  Berkeley  by  the  San  Francisco-Oakland  Terminal  Railways 
and  it  is  stated  that  the  public  can  be  adequately  accommodated  upon 
such  other  exi8.ting  railroad  lines. 

After  postponing  the  first  hearing  set  in  this  matter  upon  request  of 
the  company,  a  hearing  was  held  in  Oakland  on  June  20,  1921,  when 
exhibits  were  introduced  and  testimony  was  heard.    An  additional  ten 
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(10)  days  subsequent  to  the  hearing  were  priven  to  the  parties  in  the 
proceeding  to  file  with  the  Commission  sueh  statements  or  exhibits  as 
they  might  desire  and  this  time  has  now  elapsed.  At  this  hearing  a 
further  postponement  of  the  hearing  was  urgently  requested  by  the 
company  and  a  letter  written  by  Mr.  Wm.  Sproufe,  the  president  of 
the  company,  was  read  into  the  record,  in  which  he  says: 

On  June  20,  the  Commission  has  set  for  hearing : 

Case  No.  1536,  City  of  Oakland  vs.  t^outhcrn  l*acific  Company^  asking  for  the 
construction  of  a  curve  connecting  the  Southern  Pacific  lines  on  Seventh  and  Webstcf 
streets,  etc.,  and 

Application  No.  G5(J0,  of  Southern  Pacific  Company  to  abandon  the  service  whitrh 
is  now  operated  over  the  Harrison  street  drawliridge  between  Oakland  and  Alameda. 

Both  of  the  foregoing  cases  have  a  direct  bearing  u|Mm  the  proposed  sale  or  lease 
of  the  Southern  Pacific  Company^s  station  grounds  at  Fourteenth  and  Franklin 
streets  and  the  development  of  said  property.  All  of  these  matters  can  not  logically 
be  handled  except  as  parts  of  the  same  transaction. 

This  company  has  a  committee  of  traffic  experts  making  a  fresh  study,  not  only 
of  the  matters  above  mentioned,  but  of  the  entire  transbay  traffic  situation  generally 
with  a  view  of  reducing  the  present  operating  deficit  of  over  $000,000  annually  on 
the  transbay  lines  by  the  elimination  of  unnecessary  service,  the  elimination  of 
-duplication  of  service,  and  the  rerouting  of  traiuR  and  cars  wherever  advantageous 
and  at  the  same  time  satisfying  the  traffic  requirements.  This,  of  course,  involves 
a  scientific  analysis  of  the  traffic  and  revenues  not  only  upon  the  existing  lines 
operated,  but  which  might  be  secured  by  the  establishment  of  new  or  different 
routes  of  travel  in  lieu  of,  or  perhaps  in  some  cases  in  addition  to,  those  which  are 
now  operated. 

This  committee  has  been  at  work  about  six  weeks  and  their  work  shows  that  it 
would  be  impossible  to  attempt  to  reach  an  intelligent  determination  of  these  traffic 
questions  until  their  work  has  been  completed.  It  is  virtually  impossible  to  deal 
with  any  of  these  matters  piecemeal  without  a  comprehensive  understanding  of  the 
situation  as  a  whole. 

1  believe  it  will  take  about  ninety  days  to  complete  the  investigation  now  under 
way,  and  in  order  that  the  Commission,  the  city  of  Oakland,  and  ourselves  may 
have  the  benefit  of  the  result  of  this  work,  I  ask  that  both  of  the  cases  above  men- 
tioned be  continued  for  about  ninety  days. 

A  further  postponement  was  resisted,  however,  by  protestants,  the 
city  of  Oakland,  the  board  of  supervisors  of  Alameda  County,  and  by 
others.  They  urged  a  hearing  and  a  disposition  of  the  application 
because  of  certain  collateral  issues  of  great  importance  to  the  transbay 
communities  and  which,  in  their  opinion,  were  largely  or  in  part 
dependent  upon  the  action  of  the  Commission  in  this  application.  The 
main  ones  of  these  collateral  issues  are  the  matter  of  the  erection  of  a 
new  bridge  across  San  Antonio  Estuary  in  lieu  of  and  adjacent  to  the 
Harrison  street  bridge  and  the  Webster  street  bridge  of  the  county  of 
Alameda  and  the  question  of  proper  handling  of  freight  in  case  appli- 
cant's Harrison  street  bridge  were  abandoned. 

The  company  opposed  the  consideration  of  any  issues  or  the  intro- 
duction of  any  testimony  or  exhibits  in  this  proceeding  dealing  with 
any  collateral  issue  or  any  issue  outside  the  one  specifically  presented 
in  its  application  and  such  testimony  as  was  taken  on  these  matters 
and  such  exhibits  as  were  introduced  are  in  the  record  over  the  protest 
of  the  company. 
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The  showing  made  by  the  company  in  support  of  the  application 
consists  of  testimony  and  exhibits  intended  to  give  traffic  revenue  and 
expense  figures  on  the  lines  sought  to  be  abandoned.  The  principal 
figures  as  shown  in  these  exhibits,  and  as  furnished  by  the  company, 
may  be  summarized  as  follows: 

A.  Vrosstoitn  line  h( tureen  Alameda  and  Oakland.     (From  applicant's  Exhibits 

Nos.  2  and  .3.) 

Number  of  passengers  carried  for  the  year  1920 2,078,788 

Revenue  accrued   for  year  1920 1117,83*5  58 

I'assenger  operating  revenues  for  September  and  October,  1920 20,052  92 

Operating  exi>enses  for  same  months,  consisting  of  maintenance  of  way 
and  structures,  maintenance  of  equipment,  traffic,  transi)ortation,  mis- 
cellaneous operations   and  general 29,.591  11 

Net  revenue  from  railway  operations  (loss) 9,538  19 

Railway  tax  accruals  (51  per  cent  of  revenues) 1,052  78 

Railway   operating   income    (loss) 10,590  97 

B.  Between  Fourteenth  and  Franklin  streets,  Oakland^  and  fiian  Francisco,  via 

Alameda  pier.     (From  applicant's  Exhibit  No.  3.) 

Number  of  passengers  carried  for  the  year  1920 , 1,472,983 

Revenue  accrued  in  the  year  1920: 

Allocated    to    line $78,703  88 

Apportioned   to    line 90,003  47 

*168,797  35 

C.  Between  Fourteenth  and  Franklin  streets,   Oakland,  and  San  Francisco, 

via  Oakland  pier.     (From  applicant's  Exhibit  No.  3.) 

Number  of  passengers  carried  for  the  year  1920 2,4<H,853 

Revenue  accrued  for  year  1920 : 

Allocated   to   line . . |143,7G3  82 

Apportioned   to   line 153,157  10 

'^  1296,920  92 

(The  method  by  which  apportionment  is  made  of  revenue  to  line  is  shown  in 
applicant's  Exhibit  No.  3.) 

D.  Oakland,  Alameda  and  Berkeley  electric  suburban   lines — rail  operations 

only.     (From  applicant's  Exhibit  No.  4.) 

Tear  ended  4  months  ended 

Railway  operating  income —  Dec.  31. 1920  April  80. 1921 

Total   railway   operating  revenues |1,908,895  90  $003,031  46 

Total   railway   operating  expenses 2,477,095  70  808,776  56 

Net  loss  from  railway  operations 568,199  80  145,745  10 

Railway  tax  accruals 100,217  05  34,809  16 

Railway   operating   loss 008,416  85  180,554  26 

E.  There  was  also  filed  with  the  Commission  by  applicant  a  statement  showing 
operating  revenues,  expenses  and  taxes  of  the  Fourteenth  and  Eighteenth 
street  electric  suburban  lines  for  September  and  October,  1920.  This  statement 
shows : 

Passenger  operating  revenues  for  both  months $48,324  93 

Operating    expenses,    including    maintenance    of    way    and    structores, 

maintenance  of  equipment,  transportation,  and  general 51,776  04 

Net  revenue  from  railway  operations    (loss) 3,451  11 

Railway  tax  accruals   (5i  per  cent  of  revenue) 2,587  05 

Railway  operating  income    (loss) 5,988  16 

Applicant  takes  the  position  that  it  has  the  legal  right  to  abandon 
this  service  when  it  is  shown  that  it  has  been  in  the  past  and  is  now 
operated  at  a  financial  loss  and  that  there  is  no  reasonable  prospect 
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of  profitable  operation  in  the  immediate  future  and  that  there  is  no 
alternative  for  this  Commission  but  to  grant  the  application. 

Applicant  contends  that  there  can  be  no  doubt  of  the  operating 
losses  on  tlie  particular  lines  sought  to  be  abandoned  in  this  applica- 
tion. It  seeks  to  establish  that  contention  by  reference  first  to  the 
figures  summarized  in  statement  **D"  above,  where  the  loss  of  over 
$600,000  for  the  year  1920  is  shown  for  the  aggregate  rail  operations 
of  the  entire  transbay  interurban  electric  system  operated  by  appli- 
cant. The  company  also  contends  that  not  only  has  it  proven  the 
unprofitableness  of  all  its  transbay  electric  passenger  service,  but  that 
it  has  proven  the  unprofitableness  of  the  particular  lines  or  the  par- 
ticular operations  sought  to  be  abandoned. 

It  would  appear  that  two  questions  arise  in  connection  with  this 
contention : 

First,  is  it  a  fact  that  the  transbay  electric  interurban  service  given 
by  the  company  results  in  ultimate  loss  to  the  owners  of  the  Southern 
Pacific  Company,  when  all  factors  entering  into  the  problem  are  fairly 
considered  and  given  their  proper  weight,  and  is  it  reasonable  and 
practicable  from  tlie  standpoint  of  public  necessity  and  convenience  to 
abandon  this  entire  service,  assuming  that  an  operating  loss  could  be 
shown? 

Second,  assuming  that  the  entire  transbay  system  did  show  an  oper- 
ating loss,  is  it  a  fact  that  the  particular  lines  sought  to  be  abandoned 
are  operating  at  a  loss,  and  has  applicant  the  right  to  abandon  at  will 
such  portions  of  the  lines  and  such  portions  of  the  services  of  the 
entire  system  as  may  suit  its  convenience,  or  should  service  be  cur- 
tailed and  lines  abandoned,  if  need  be,  only  after  the  relative  losses  of 
the  different  lines  and  services  have  been  ascertained  and  after  the 
relative  importance  of  the  different  lines  and  services,  from  the  stand- 
point of  public  convenience  and  necessity,  is  known  ? 

No  answer  can  be  had  to  either  of  these  two  questions- from  the  evi- 
dence submitted  by  tbe  company  in  this  proceeding.  No  right  exists, 
in  my  opinion,  by  which  the  company  can  at  its  own  convenience  select 
for  reasons  of  its  own  and  not  apparent  from  the  record,  as  far  as  the 
company  is  concerned,  a  specific  line  or  a  particular  service  on  a  specific 
line  and  proceed  to  abandon  such  a  line  or  service,  unless  the  entire 
situation  is  known  and  unless  it  is  determined  by  competent  authority 
that  a  particular  abandonment  is  required  and  justified  under  all  the 
circumstances. 

The  facts  are  that  applicant  operates  in  connection  with  its  main 
line  passenger  and  freight  operations,  using  partly  the  same  facilities 
and  equipment  and  under  the  same  ownership  and  management,  an 


29—18711 


Digitized  by 


Google 


450  CALIFORNIA  RAniROAD  COMMISSION  DECISIONS. 

electric  interurban  railway  and  ferry  service.  This  interurban  sys- 
tem serves  the  city  of  San  Francisco  and  several  important  transbay 
communities,  including  Oakland,  Berkeley  and  Alameda.  The  popu- 
lation of  the  territory  making  use  of  this  service,  and  in  considerable 
degree  dependent  upon  it,  is  in  the  neighborhood  of  one  million.  In 
all  of  applicant's  financial  and  accounting  operations  this  transbay 
system  forms  an  integral  part  of  the  entire  Southern  Pacific  system 
and  in  its  annual  reports  to  its  stockholders  and  in  the  annual  reports 
to  the  Interstate  Commerce  Commission,  and  to  this  Commission,  the 
operations  of  this  particular  branch  of  the  Southern  Pacific  system  are 
incorporated  and  reflected  exactly  as  is  every  other  branch  of  the 
entire  service  given  by  the  company.  The  net  profits  from  the  com- 
pany's operations  in  the  annual  reports  are  determined  after  these 
particular  operations  have  been  taken  into  account. 

When  the  questions  of  valuation  and  fair  return  of  the  country's 
carriers  were  before  the  Interstate  Commerce  Commission,  in  the  recent 
adjustment  of  rates,  this  interurban  property  was  part  and  parcel  of 
the  rate  base  considered  by  the  Interstate  Commerce  Commission  and 
the  operating  revenues  and  expenses  for  the  Southern  Pacific  lines  con- 
sidered by  the  Interstate  Commerce  Commission  included  the  transbay 
interurban  operations. 

This  Commission,  in  permitting  the  same  increases  in  applicant's 
interurban  fares  that  had  been  granted  by  the  Interstate  Commerce 
Commission  to  applicant's  steam  line  passenger  fares,  also  was  of  the 
opinion  that  the  situation  of  the  company,  as  a  whole,  should  be  con- 
sidered and  no  specific  investigation  was  made  into  the  operations  of 
the  transbay  system  alone. 

The  character  and  scope  of  applicant's  transbay  service  has  been 
repeatedly  described  in  previous  decisions  of  this  Commission.  There 
should  be  considered  in  this  proceeding,  among  other  things,  the  appor- 
tionment between  main  line  and  suburban  traflSc  of  the  value  of  the 
property,  the  expense  of  operation  and  depreciation,  and  also  the  factor 
of  competitive  lines  operating  in  the  same  territory  and  the  history 
of  the  construction  of  the  Southern  Pacific  suburban  lines.  Applicant, 
however,  has  produced  no  evidence  whatever  permitting  a  fair  survey 
of  its  entire  transbay  business  and  of  the  relation  of  this  branch  of 
its  operations  to  its  main  line  freight  and  passenger  service. 

It  must  be  apparent  that  any  statement  of  expense  of  operation  is 
influenced  primarily  by  the  position  taken  in  reference  to — 

(a)  the  character  of  the  service,  i.  e.,  whether  this  service  is  consid- 
ered as  a  by-product  of  the  main-line  operations  of  the  company  or 
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whether  the  service  shouH  in  every  respect  be  considered  as  a  separate 
and  distinct  enterprise  under  the  necessity  of  making  its  own  way; 

(6)  the  methods  adopted  for  apportionment  of  property  and  expense 
which  is  joint,  directly  or  indirectly,  for  suburban  and  main  line 
service  and  for  passenger  and  freight  service ; 

(c)  the  methods  of  apportionment  adopted  for  property  and  ex- 
penses as  between  diflferent  lines  and  services  in  the  interurban 
operations. 

With  reference  to  the  apportionment  of  revenue  and  expense  to  the 
particular  services  sought  to  be  abandoned,  the  company,  in  my  opinion, 
has  entirely  failed  to  substantiate  the  contention  that  this  particular 
service  is  operated  at  a  loss.  Mr.  Robert  Adams,  the  assistant  auditor 
of  the  company,  is  applicant's  witness  in  this  matter.  Hie  submitted 
and  explained  the  statements  which  have  been  summarized  above  and 
testified  that  practically  the  entire  expense  of  operation,  as  shown  in 
his  exhibits,  would  be  eliminated  and  saved  by  the  company  if  the 
lines  were  abandoned  as  prayed  for. 

When  he  was  asked  how  he  could  estimate  such  a  saving  without 
taking  into  consideration,  at  the  same  time,  the  loss  of  income  now 
received  by  the  company  from  these  services,  he  testified  that,  in  his 
opinion,  no  loss  in  revenue  would  result  to  the  company  and  that  the 
income  now  derived  from  the  services  sought  to  be  abandoned  would 
be  added  to  the  income  from  other  present  services  given  by  applicant, 
because  such  other  services  could  take  care  of  this  business. 

The  facts  in  the  case  clearly  show  that  this  view  is  erroneous.  It  is 
apparent  that  the  business  now  done  by  the  Alameda  and  Oakland 
crosstown  line  (providing  the  company  with  revenue  for  the  year  1920 
of  $117,837)  would  be  lost  to  the  company  in  its  entirety  in  case  of 
abandonment  of  the  entire  service  because  this  business  could  only  be 
handled  by  the  competing  traction  line.  The  local  business  now  done 
on  the  Fourteenth  and  Franklin  street  interurban  line  via  Alameda 
pier  would  also  be  lost  to  the  company,  but  what  revenue  would  be 
lost  because  of  the  abandonment  of  the  Oakland-San  Francisco  through 
service  via  Alameda  pier  is  problematical.  This,  in  fact,  appeared  to 
be  the  view  taken  by  another  one  of  the  company's  witnesses  (Mr. 
J.  P.  Potter,  superintendent  of  transportation  of  the  San  Francisco- 
Oakland  Terminal  Railways,  the  Southern  Pacific  Company's  compet- 
ing line  in  the  transbay  service).  His  testimony  is  introduced  by  the 
company  in  order  to  show  that  public  convenience  and  necessity  would 
not  suffer  by  the  proposed  abandonment  because  the  Key  Route  lines 
are  said  to  be  amply  able  to  take  care  of  the  traffic  now  handled  by 
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applicant  between  Oakland  and  Alameda.     He    testified    as    follows 
(tr.  p.  183-184)  : 

Q.  If  the  Southern  Pacific  abandoned  the  operation  of  this  BO-called  dinky  line 
between  Oakland  and  Alameda,  could  thp  lines  of  your  company  adequately  handle 
the  traffic? 

A.  Yes,  we  could  take  that  over  without  any  serious  inconvenience,  from  the 
traffic  that  I  understand  that  they  are  handling  there  at  the  present  time. 

Q.  If  the  traffic  requirements  should  increase,  could  you  accommodate  the  traffic, 
and  also  put  on  additional  equipment  as  may  be  necessary? 

A.  We  would  do  the  same  with  that  line  that  we  do  with  every  other  line;  we 
would  make  very  careful  surveys  of  the  number  of  people  that  were  handled  and  the 
hours  that  they  were  traveling  and  arrange  a  service  accordingly. 

Q.  And  if  the  traffic  would  warrant  express  service  you  might  be  able  to  do  that, 
is  that  right? 

A.  It  is  somewhat  difficult  to  install  an  express  service  where  you  are  operating 
short  headway.     We  never  have  found  that  to  be  a  very  satisfactory  proposition. 

Q.  You  have  other  expedients,  such  as  skip-stops,  and  other  schemes  to  expedite 
the  headway,  where  the  traffic  is  great,  have  you  not? 

A.  On  one  line  we  have  what  might  be  termed  as  a  restricted  service  between 
Hay  ward  and  Oakland  in  the  morning  and  in  the  afternoon,  but,  as  I  stated  before, 
an  express  service  to  operate  together  with  local  cars  that  are  running  under  short 
headway,  is  difficult  to  establish. 

Mr.  Foulds:  That  is  all. 

Mr.  Potter  was  asked  to  make  an  estimate  of  the  portion  of  the  busi- 
ness now  handled  by  the  Southern  Pacific  lines  which  would  fall  to 
the  Key  Route  in  the  event  of  their  abandonment.  This  estimate  he 
has  filed  since  the  hearing  and  it  shows  that  the  Key  system  furnishes 
sufficient  extra  seats  to  take  care  of  the  Southern  Pacific  crosstown  line 
traffic  and  that  Mr.  Potter  believes  it  reasonable  to  assume  that  his  road 
would  get  this  traffic. 

It  must  be  apparent  that  if  the  Southern  Pacific  Company  loses  any 
portion  or  all  of  the  revenue  now  derived  from  these  services,  the 
saving  estimated  by  Mr.  Adams  in  his  exhibits  will  be  greatly  reduced 
or  wiped  out.  In  my  opinion  there  will  be  no  saving,  and  very  prob- 
ably there  will  be  a  loss,  and  the  net  result  of  the  operations  of  the 
entire  transbay  system  will  be  more  unfavorable  to  the  company  after 
the  abandonment  of  these  services  than  they  are  at  present.  I  come  to 
this  conclusion  because,  according  to  the  company's  own  figures,  the 
net  loss  from  railway  operations  of  the  Fourteenth  street  and  Eight- 
eenth street  lines  for  September  and  October,  1920,  amounted  to  only 
$3,451.  If  by  a  different  segregation  of  expense  this  book  loss  should 
be  eliminated  (and  this  result  might  easily  and  perfectly  legitimately 
be  obtained)  then  it  would  seem  that  this  service  was  at  least  self- 
sustaining.  Since  it  is  clear  that  by  an  abandonment  of  the  service  a 
considerable  proportion  of  the  present  operating  expenses  can  by  no 
means  be  eliminated  and  must  go  on  regardless  of  whether  this  busi- 
ness is  lost  to  the  company,  it  is  clear  to  me  that  the  loss  to  the  com- 
pany may  easily  be  greater  after  abandonment  than  it  is  now. 
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It  is  a  fact  that  many  operating  expenses  will  continue,  in  whole  or 
in  part,  even  if  these  services  were  abandoned.  This  is  true  of  many 
maintenance  of  way  and  structures  expenses,  and  of  many  maintenance 
of  equipment  expenses,  for  only  those  expenses  that  vary  with  the  car 
miles  operated  would  be  affected.  For  example,  the  decay  of  ties  would 
go  on  almost  regardless  of  the  car  miles  operated.  It  is  true  of  all  gen- 
eral expenses  and  it  is  even  true  of  certain  classes  of  transportation 
expenses. 

Assuming,  for  the  purpose  of  this  discussion,  that  in  the  interest 
of  economy  and  with  public  convenience  and  necessity  permitting, 
certain  of  the  interurban  lines  or  services  should  be  abandoned,  even 
then  such  abandonment  should  only  be  permitted  after  the  present 
situation  in  regard  to  the  entire  transbay  service  is  properly  before 
the  Commission  in  all  of  its  aspects.  Abandonments  should  then  be 
permitted  only  in  the  proper  order.  Such  services  or  lines  should 
first  be  abandoned  as  are  not  required  by  public  convenience  and 
necessity  and  that  show  the  largest  losses.  This  Commission  can  not 
permit  a  utility  to  abandon  services  to  suit  its  own  purposes,  especially 
when  the  real  purposes  are  not  apparent  from  the  application. 

The  company  is  aware  of  the  necessity  of  a  comprehensive  view  of 
the  situation.    President  Sproule's  letter  quoted  above  states: 

It  is  virtually  impossible  to  deal  with  any  of  those  matters  (referring  to  the 
transbay  traffic  problems)  piecemeal  without  a  comprehensive  understanding  of  the 
sftuation  as  a  whole. 

A  great  deal  was  said  at  the  hearing  about  the  investigation  now 
being  made  by  the  company  through  a  committee  of  traffic  experts. 
We  understand  that  this  committee  has  been  at  work  for  a  number  of 
weeks  and  is  now  at  work  and  is  reporting  to  the  superior  officers  of 
the  company.  Applicant,  however,  is  unwilling  at  this  time  to  inform 
either  the  interested  communities  or  this  Commission  of  the  scope  and 
character  of  the  instructions  given  this  committee  or  of  the  nature  of 
the  work  they  are  doing.  Since  the  recommendations  of  this  traffic 
committee,  assuming  it  is  free  and  capable  to  study  the  situation  as  it 
exists  and  to  report  its  unbiased  conclusions,  must  undoubtedly  be  of 
great  importance  to  the  business  and  to  the  people  of  the  transbay 
communities,  it  would  seem  wise  that  the  views  and  wishes  of  tie  rep- 
resentatives of  these  people  and  interests  be  from  the  beginning  in 
the  mind  of  that  committee.  Also,  applicant  is  aware  that  this  Com- 
mission itself,  through  its  engineering  and  service  departments,  has 
made  exhaustive  investigations  into  the  transbay  interurban  service, 
both  Southern  Pacific  and  Key  Route,  and  that  tlie  conclusions  of  the 
Commission's   employees   were   incorporated   in   an   elaborate   report 
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which  is  available  to  the  company.  While  this  Commission  has  no 
desire,  of  course,  to  inject  itself  into  any  detail  matter  of  management 
or  operation,  unless  this  is  necessary  in  formal  or  informal  proceed- 
ings, here  is  a  situation  where  undoubtedly,  in  the  end,  nothing  per- 
manent or  satisfactory  can  be  accomplished  unless  the  communities 
interested,  the  railroads,  and  this  Commission  act  in  cooperation.  If 
an  honest  effort  is  made  to  solve  these  present  problems,  the  course 
best  calculated  to  produce  results  for  all  concerned,  in  my  opinion, 
would  be  to  begin  with  this  cooperation  rather  than  to  end  with  it. 
This,  as  it  appears  from  the  record,  is  also  the  view  of  the  cities  of 
Oakland  and  Alameda,  and  of  the  county. 

There  were  introduced  by  the  county  of  Alameda,  over  the  protest 
of  applicant,  exhibits  showing  the  orders  issued  by  the  War  Depart- 
ment, demanding  the  abandonment  of  the  present  county  drawbridge 
at  Webster  street  and  the  present  Southern  Pacific  bridge  at  Harrison 
street,  and  covering  an  agreement  between  the  county  of  Alameda  and 
the  Southern  Pacific  Company  providing  for  the  construction  of  a  joint 
bridge  in  lieu  of  the  two  to  be  abandoned.  It  appears  that  several 
years  ago  the  county  of  Alameda  voted  a  bond  issue  of  $900,000  for 
the  portion  of  its  share  of  the  cost  of  the  new  joint  bridge  and  that 
approximately  $200,000  has  thus  far  been  expended  by  the  county 
towards  such  construction.  According  to  the  agreement  between  the 
county  and  the  company,  applicant  was  to  furnish  final  plans  for  the 
bridge  and  construction  was  to  begin  in  the  near  future,  the  last  order 
of  the  War  Department  reading  to  the  effect  that  the  old  bridge  must 
be  removed  by  July  1,  1922. 

Counsel  for  the  county  of  Alameda  expressed  the  opinion  that  the 
real  reason  for  the  abandonment  of  service  proposed  in  this  applica- 
tion was  a  disinclination  of  the  company  at  this  time  to  proceed  with 
the  construction  of  the  bridge  under  the  terms  of  the  contract,  prin- 
cipally on  account  of  the  much  higher  present  costs  for  labor  and 
material,  as  compared  with  the  original  estimates.  It  does  not  seem 
necessary  for  us  to  express  an  opinion  whether  or  not  this  matter  is  a 
controlling  factor  in  this  application.  It  is  apparent,  however,  that 
in  the  present  proceeding  applicant  asks  for  permission  to  abandon 
certain  passenger  service  only  and  that  nothing  is  said  in  the  applica- 
tion that  would  justify  the  assumption  that  an  abandonment  of  struc- 
tures or  taking  up  of  any  trackage  is  contemplated  by  the  company. 
The  Harrison  street  bridge,  which  is  part  of  the  line  over  which  the 
service  here  considered  is  operated,  not  only  is  a  facility  used  in  the 
passenger  service,  but  is  also  used  in  applicant's  freight  service.  If 
the  bridge  were  abandoned  and  no  other  railroad  bridge  reconstructed 
in  it^  pie^e,  there  also  would  have  to  result  changes  in  the  freight 
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service.  There  is  nothing  in  the  present  record  that  would  indicate 
whether  or  not  the  Southern  Pacific  intends  to  make  such  changes  in 
its  freight  service.  The  city  of  Oakland  and  the  Chamber  of  Com- 
merce of  Oakland,  as  also  the  county  of  Alameda,  laid  stress  on  the 
importance  of  that  aspect  of  the  matter. 

These  matters  are  mentioned,  not  because  they  have  any  particular 
bearing  on  the  question  of  whether  or  not  the  passenger  service  sought 
to  be  abandoned  is  required  in  the  interest  of  public  convenience  and 
necessity  or  whether  this  service  results  in  a  loss  to  the  company,  but 
merely  to  further  substantiate  the  soundness  of  the  proposition  that 
a  solution  of  the  transbay  problem  can  not  be  had  by  piecemeal 
adjustments  but  should  proceed  only  after  the  entire  situation  is  known 
and  properly  before  the  Commission. 

It  is  my  opinion  that  the  contention  of  applicant  that  public  con- 
venience and  necessity  permit  the  granting  of  this  application  and  that 
large  losses  will  be  incurred  by  applicant  if  such  service  is  continued 
and  that,  on  the  other  hand,  large  savings  can  be  made  if  such  service 
is  abandoned,  has  not  been  established.  On  the  contrary,  the  record 
clearly  shows  that  there  is  protest  on  the  part  of  the  cities  of  Oakland 
and  Alameda,  and  on  the  part  of  the  county  of  Alameda,  and  also  on 
the  part  of  many  individuals  against  the  abandonment  of  this  service 
and  that  a  very  large  number  of  people  would  be  seriously  inconven- 
ienced if  this  service  were  done  away  with.  I  am  satisfied  that  only 
very  controlling  reasons  proving  serious  damage  to  applicant  could 
permit  the  Commission  to  grant  this  application  and  such  reasons  have 
certainly  not  been  shown  in  this  record.  It  is  my  recommendation, 
therefore,  that  the  application  be  denied.  I  suggest  the  following  form 
of  order; 

ORDER. 

Application  having  been  made  by  the  Southern  Pacific  Company  to 
abandon  all  passenger  service  now  operated  by  it  across  the  San 
Antonio  Estuary  in  Oakland,  Alameda  County,  California,  at  or  in 
the  vicinity  of  Webster  street,  a  hearing  having  been  held  and  the 
Commission  having  given  careful  consideration  to  all  the  evidence 
and  to  the  general  circumstances  in  connection  with  the  service  sought 
to  be  abandoned ;  and  it  appearing  to  the  Commission  that  public  con- 
venience and  necessity  demand  the  continuation  of  this  service  and 
that  such  service  sliould  not  be  abandoned  until  it  has  been  clearly 
established  that  permanent  serious  and  irreparable  loss  would  result 
to  the  company  from  the  continuation  of  this  particular  service,  and 
no  such  proof  having  been  made  before  the  Commission : 

It  is  hereby  found  as  a  fact,  that  public  convenience  and  necessity 
require  a  continuation  of  this  service  at  this  time ;  and 
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It  is  hereby  ordered,  that  the  application  should  be  and  hereby  is 
denied  without  prejudice. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  August, 
1921. 


Decision  No.  9429. 

JAMES  MARWIOK 

vs, 

LAGUNA  BLANCA  WATER  COMPANY. 


Case  No.  1330. 
Decided  August  30,  1921. 


Wateb  Utility— Skrvice— Abandonment  of.— Failure  of  a  user  to  carry  out  an 
agreement  does  not  lose  to  him  rights  to  service.  Authority  to  discontinue 
service  can  be  granted  only  by  the  Commission.  Obligation  on  the  part  of 
the  company  was  assumed  when  it  undertook  to  serve  water  to  the  property 
in  question  and  this  property  is  rightfully  entitled  to  its  proportionate  supply. 

ThompHon  and  Robertson,  for  Complainant. 

Archibald  M.  Johnson  and  A.  A.  De  Ligne,  for  Defendant. 

By  the  Commission. 

OPINION. 

James  Marwick,  complainant  in  the  above  entitled  matter,  alleges 
that  defendant,  Laguna  Blanca  Water  Company,  is  a  public  utility 
water  company,  delivering  water  for  domestic  and  irrigation  use  to  the 
residents  of  Hope  Ranch  and  subdivisions  thereof  in  the  county  of 
Santa  Barbara;  that  said  defendant  has  failed,  refused  and  neglected 
to  furnish  water  to  complainant's  premises  located  in  Hope  Ranch 
Park  No.  1,  formerly  served  by  defendant.  Complainant  further 
alleges  that  said  premises  are  within  the  territory  which  defendant 
holds  itself  out  to  serve.  An  amended  complaint  was  filed,  demanding 
service  of  water,  not  only  upon  complainant's  land  lying  within  the 
area  of  Hope  Ranch  Park  No.  1,  but  also  upon  lands  owned  by  him 
lying  outside  of  said  area. 

Defendant  in  its  answer  alleges  that  complainant's  premises  can  not 
be  supplied  with  water  from  its  system  by  gravity  at  the  present  time 
for  the  reason  that  the  said  premises  are  located  at  a  higher  elevation 
than  defendant's  reservoir  and  that  the  pipe  line  formerly  used  for 
supplying  this  service  was  abandoned  by  mutual  consent  between 
defendant  and  one  of  the  former  owners  of  the  premises.  It  is  further 
alleged  in  the  answer  that  it  would  be  impossible  to  deliver  water  to 
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complainant  by  the  method  formerly  used  for  the  reason  that  the  pres- 
ent system  is  not  in  such  condition  as  to  withstand  the  pressure  neces- 
sary to  force  water  up  to  complainant's  premises.  Finally,  it  is  con- 
tended that  defendant's  water  supply  is  insufficient  to  furnish  service 
to  complainant  without  detracting  from  the  supply  to  the  balance  of 
its  consumers. 

Public  hearings  were  held  in  this  matter  before  Examiner  Satter- 
white  at  Santa  Barbara,  and  investigations  were  made  by  Mr.  M.  E 
Beady,  a  representative  of  the  Commission's  hydraulic  division. 

Prom  the  evidence,  it  appears  that  in  1902  the  Pacific  Improvement 
Company  acquired  large  holdings  of  land  just  north  of  Santa  Barbara, 
including  the  Hope  Ranch,  part  of  which  was  later  subdivided  and 
called  Hope  Ranch  Park  No.  1.  On  August  31,  1906,  the  Pacific 
Improvement  Company  deeded  to  the  water  company  a  large  tract  of 
land  on  the  western  slope  of  the  San  Rafael  Mountains  comprising  sev- 
eral hundred  acres,  together  with  all  tunnels,  pipe  lines,  etc.,  then 
owned  by  the  Pacific  Improvement  Company. 

It  appears  that  the  Pacific  Improvement  Company  sold  only  five 
tracts  in  Hope  Ranch  Park  No.  1.  Of  these,  three  were  subsequently 
repurchased  by  the  company.  One  of  the  remaining  two  tracts  is  that 
consisting  of  Lots  66,  67  and  part  of  69,  containing  approximately 
eight  acres,  which  was  sold  to  James  McNulty,  II,  on  January  24, 
1913.  On  March  1,  1917,  he  sold  this  property  to  Stephen  Rutherford, 
who  in  turn,  on  May  6,  1918,  transferred  it  to  James  Marwick,  com- 
plainant herein. 

The  evidence  shows  that  the  water  company's  main  source  of  supply 
is  a  tunnel  located  on  a  tract  of  land  on  San  Rafael  Mountain  at  an 
elevation  of  1377  feet  above  sea  level,  and  that  the  minimum  flow  from 
the  tunnel  is  approximately  twelve  miner's  inches.  The  water  is  con- 
ducted from  the  tunnel  through  a  six-inch  pipe  line  approximately 
five  miles  long  to  a  reservoir  of  1,000,000  gallons  capacity  on  the  Hope 
Ranch  at  an  elevation  of  about  370  feet  above  sea  level.  liaguna 
Blanea  is  located  between  the  reservoir  and  the  tunnel  at  an  elevation 
of  about  150  feet  and  is  used  when  the  reservoir  is  full  to  store  the 
surplus  water  which  is  later  used  for  irrigation. 

The  evidence  shows  that  the  Laguna  Blanea  Water  Company  held 
itself  out  to  supply  water  to  any  one  within  the  area  of  Hope  Ranch 
Park  No.  1,  and  has  also  supplied  for  the  last  ten  years  about  15  con- 
sumers located  along  its  transmission  line  and  outside  the  boundaries 
of  this  subdivision.  It  is  clear  that  it  has  been  operating  as  a  public 
utility,  and  this  the  company  admitted  at  the  first  hearing  in  this 
proceeding. 
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Immediately  after  Mr.  McNulty  purchased  Lots  66,  67  and  part  of 
69,  which  are  at  an  elevation  of  approximately  550  feet,  from  the 
Pacific  Improvement  Company,  the  water  company  installed  a  pipe 
line  and  a  tank  to  supply  him  with  water.  He  was  served  from  that 
time  until  January  20,  1917,  when  his  house  burned  down.  It  appears 
that  the  tank  was  filled  from  two  to  four  times  a  month.  This  water 
was  used  exclusively  by  Mr.  McNulty  for  household  purposes  and  irri- 
gation on  this  eight-acre  tract.  A  number  of  otlier  lots  near  by  could 
have  been  supplied  from  this  tank,  but  it  appears  that  no  other  con- 
sumers were  ever  so  served.  The  evidence  also  shows  that  as  late  as 
May  or  June  of  1917  water  was  supplied  to  Mr.  Rutherford,  successor 
of  Mr.  McNulty.  This  was  the  last  service  made  to  this  property  by 
the  water  company.  After  negotiations  were  started  to  sell  to  Mr. 
Marwick  the  pipe  line  was  disconnected  from  the  tank  by  the  water 
company,  and  after  Mr.  Marwick  bad  filed  complaint  with  the  Com- 
mission the  remaining  portion  of  the  pipe  line  was  removed. 

On  April  15,  1916,  Mr.  McNulty  signed  an  agreement  whereby  he 
agreed  to  accept  service  at  a  much  lower  elevation  than  formerly  and 
to  install  a  tank  and  pumping  plant  to  elevate  the  water  to  the  com- 
pany's tank  on  the  top  of  the  hill.  The  company  agreed  to  sell  him 
this  tank  and  additional  land  on  which  to  build  this  pumping  plant. 
The  time  limit  for  this  installation  was  set  at  November  1,  1916.  This 
agreement,  however,  was  never  carried  out  and  the  company  continued 
to  serve  until  May  or  June  of  the  following  year.  The  company  now 
claims  that  inasmuch  as  Mr.  McNulty  failed  to  build  his  pumping 
plant,  that  he  abandoned  all  rights  to  service  to  his  property. 

Authority  to  discontinue  service  can  be  granted  by  the  Railroad 
Commission  only,  and  it  appears  that  the  defendant  has  never  filed 
such  an  application.  Although  the  evidence  indicates  clearly  that 
defendant's  water  supply  is  limited,  its  contention  that  there  is  insuf- 
ficient water  for  the  supply  of  complainant's  premises  should  not  be 
urged  at  tliis  time.  Obligation  on  the  part  of  the  company  was 
assumed  when  it  undertook  to  serve  water  to  this  property  at  the  time 
it  was  purchased  by  Mr.  McNulty,  and  this  property  is  rightfully 
entitled  to  its  proportionate  share  of  the  present  supply  whatever  that 
may  be. 

To  supply  water  to  this  property  in  the  manner  in  which  it  was 
previously  supplied  will,  we  believe,  greatly  increase  the  maintenance 
expense  of  the  entire  system.  This  will  act  to  the  detriment  of  all  the 
other  consumers  in  the  quality  of  their  service  and  also  make  the 
service  more  expensive.     With  this  in  mind,  we  believe  it  would  be 


Digitized  by 


Google 


CALIFORNIA  RAILROAD   COMMISSION   DECISIONS.  459 

unfair  to  the  other  consumers  to  require  the  restoration  of  the  service 
in  question  in  the  manner  heretofore  furnished. 

In  our  opinion  a  fair  and  proper  adjustment  of  this  matter  is  as 
follows :  Defendant  should  furnish  service  to  complainant  at  the  foot 
of  the  steep  slope  below  the  latter  *s  property,  at  a  point  in  Lot  70  in 
said  Hope  Ranch  Park  No.  1,  on  Collado  avenue,  near  the  boundary  line 
between  Lots  55  and  70,  said  point  being  practically  that  formerly 
chosen  for  the  location  of  a  pumping  plant,  and  being  the  highest  point 
to  which  defendant  can  deliver  water  by  gravity  from  its  reservoir. 
Defendant  should  then  provide  the  complainant,  on  a  fair  basis,  with 
proper  easements  or  rights-of-way  for  the  construction,  operation  and 
maintenance  of  a  pumping  plant  located  as  above,  and  for  a  pipe  line 
across  intervening  property  to  the  property  of  complainant,  said  plant 
and  pipe  line  to  be  constructed,  operated  and  maintained  by  com- 
plainant. 

Complainant  has  contended  that  he  is  entitled  to  service  to  his  entire 
property,  both  within  and  outside  of  Hope  Ranch  Park  No.  1.  In 
view  of  the  very  limited  supply  of  water  at  the  disposal  of  defendant, 
we  are  of  the  opinion  that  defendant  should  not  be  required  to  serve 
beyond  the  area  to  which  it  has  to  date  undertaken  to  give  service. 

ORDER. 

James  Marwick  having  filed  formal  complaint  with  the  Railroad 
Commission  against  the  Laguna  Blanca  Water  Company,  as  outlined 
above,  public  hearings  having  been  held,  the  matter  having  been  sub- 
mitted and  being  now  ready  for  decision : 

It  is  hereby  found  as  a  fact,  that  the  Laguna  Blanca  Water  Com- 
pany, defendant  herein,  is  engaged  in  the  business  of  distribution  and 
sale  of  water  as  a  public  utility ; 

2.  That  the  property  owned  by  the  plaintiff  at  the  time  of  the  filing  of 
this  complaint,  being  Lots  66  and  67  and  part  of  Lot  69  of  Hope  Ranch 
Park  No.  1,  is  within  the  area  to  which  service  of  water  by  defendant 
has  heretofore  been  dedicated  and  has  heretofore  been  supplied  water 
by  said  defendant; 

3.  That  the  reconstruction  and  maintenance  of  the  necessary  pipe 
line  and  the  use  thereof  by  defendant  for  supplying  water  to  said 
property  of  plaintiff  to  the  point  of  delivery  heretofore  used  would 
involve  unreasonable  expense  to  defendant ; 

And  basing  its  order  upon  the  foregoing  findings  of  fact  and  upon 
the  further  statement  of  facts  in  the  opinion  which  precedes  this  order; 

It  is  hereby  ordered,  that  the  Laguna  Blanca  Water  Company 
deliver  water  in  proper  quantity  to  complainant,  Marwick,  for  use  QU 
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Lots  66,  67  and  part  of  Lot  69  of  Hope  Ranch  Park  No.  1,  only,  at  a 
point  on  Lot  70,  of  Hope  Ranch  Park  No.  1,  located  adjacent  to  CoUado 
avenue  near  the  boundary  line  between  Lots  55  and  70  and  at  the 
highest  elevation  to  which  water  can  be  delivered  from  its  reservoir ; 

2.  That  the  Laguna  Blanca  Water  Company  shall  provide  the  com- 
plainant, on  a  fair  basis,  with  proper  easements  or  rights-of-way  for 
the  construction,  operation  and  maintenance  of  a  pumping  plant 
located  on  Lot  70,  at  the  point  described  above,  and  for  a  pipe  line 
across  intervening  property  to  the  property  of  complainant ; 

3.  That  the  Laguna  Blanca  Water  Company  be  not  required  to 
reconstruct  its  pipe  line  and  resume  service  to  the  complainant  at  the 
point  above  indicated  until  complainant  has  constructed  the  plant  and 
pipe  line  necessary  to  transmit  the  water  from  said  point  to  his 
property ; 

4.  That  within  thirty  (30)  days  of  the  date  this  order  is  served  upon 
said  Laguna  Blanca  Water  Company,  and  every  thirty  days  there- 
after until  this  order  is  fulfilled,  it  shall  file  with  this  Commission  a 
detailed  statement  of  the  progress  made  in  carrying  out  the  provisions 
herein  set  forth. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  August, 
1921. 


Decision  No.  9430. 


IN   THE   MATTER  OF  THE   APPLICATION   OF   WILOTS   WATER  AND 
POWER  COMPANY,  FOR  LEAVE  TO  REFUND  PROMISSORY  NOTES. 


Application  No.  7051. 
Decided  August  30,  1921. 


LUicttthaU  McKinstry,  liaymond^  Uubcr  and  Firchaugh,   by  Arthur  Uaymoiid,  for 
Applicant. 

RowELL,  CommisBioner, 

ORDER. 

Willits  Water  and  Power  Company  has  asked  permission  to  issue  an 
unsecured  note  or  notes  for  $6,000,  bearing  interest  at  7  per  cent  per 
annum  and  payable  one  year  from  date,  to  refund  $6,000  face  value  of 
notes  held  by  the  Bank  of  Willits.  The  record  shows  that  applicant 
borrowed  $2,000  from  the  Bank  of  Willits  to  purchase  meters  and 
$4,000  to  purchase  lands  for  watersheds  and  dam  site.  It  is  this 
indebtedness  that  applicant  asks  permission  to  refund.  Applicant  has 
no  bonded  indebtedness.  Its  indebtedness,  other  than  that  mentioned, 
consists  of  a  $1,000  note  and  such  current  temporary  indebtedness  as 
is  necessary  in  the  operation  of  its  business. 
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A  hearing  liaving  been  held  in  the  above  entitled  matter  and  the 
Commission  being  of  the  opinion  that  the  money,  property  or  labor  to 
be  procured  or  paid  for  by  such  issue  is  reasonably  required  for  the 
purpose  specified  in  this  order  and  that  the  expenditures  are  not  in 
whole  or  in  part  reasonably  chargeable  to  operating  expenses  or  to 
income ; 

It  is  hereby  ordered,  that  Willits  Water  and  Power  Company  be 
and  it  is  hereby  authorized  to  issue,  on  or  before  December  31,  1921, 
an  unsecured  note  or  notes  in  the  aggregate  face  value  of-  $6,000,  bear- 
ing interest  at  7  per  cent  per  annum  and  payable  one  year  from  date, 
for  the  purpose  of  refunding  the  $6,000  face  value  of  notes  referred  lo 
in  this  application,  provided : 

That  the  authority  herein  granted  shall  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  by  the  Public  Utilities  Act;  and 
provided  further: 

That  Willits  Water  and  Power  Company  will  keep  such  record  of 
the  issue  and  sale  of  the  note  or  notes  herein  authorized  and  the  use 
of  the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day 
of  each  month  a  verified  report  as  required  by  the  Railroad  Commis- 
sion's General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is 
made  a  part  of  this  order. 

The  foregoing  order  is  hereby  approved  and  ordered  filed  as  the 
order  of  the  Railroad  Commission  of  the  State  of  California. 

JDated  at  San  Francisco,  California,  this  thirtieth  day  of  August, 
1921. 


Decision  No.  9433. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  COAST  TRUCK  LINE,  A 
C/)RPORATION,  FOR  AN  ORDER  AUTHORIZING  THE  INCREASING 
OF  FREIGHT  CLASS  RATES  BETWEEN  SAN  DIBGO-OCEANSIDB 
AND  INTERMEDIATE  POINTS. 


Application  No.  6857. 
Decided  August  30,  1921. 


Henry  J.  Bhchofff  for  Applicant. 
Warren  E,  Libhy,  for  Boulevard  Express. 
Harry  ^^  Blair,  for  R.  C.  Walker. 

By  the  Commission. 

OPINION. 

The  Coast  Truck  Line  is  a  corporation  and  by  this  application  seeks 

an  order  authorizing  the  increasing  of  its  freight  class  rates  between 

San  Diego-Oceanside  and  intermediate  points. 
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A  public  hearing  was  held  upon  the  application  by  Examiner  West- 
over  at  San  Diego. 

Applicant  operates  two  divisions,  one  between  San  Diego  and  Ocean- 
side,  known  as  its  Oceanside  division,  being  the  route  formerly  operated 
by  Roy  Jakeway,  and  the  other  the  division  covering  the  territory 
between  Los  Angeles  and  Escondido  via  Oceanside. 

There  are  now  but  two  schedules  of  class  rates  in  effect  between  San 
Diego  and  Oceanside,  the  territory  San  Diego  to  and  including  Encin- 
itas  having  a  blanket  schedule  of  rates  of :  First  class  25  cents,  second 
class  22  cents,  third  class  20  cents  and  fourth  class  18  cents.  At  points 
Carlsbad  to  Oceanside,  inclusive,  the  rates  are:  First  class  30  cents, 
second  class  27  cents,  third  class  23  cents  and  fourth  class  20  cents. 
It  is  proposed  to  increase  the  rates  in  the  first  division  to :  First  class 
33  cents,  second  class  30  cents,  third  class  28  cents  and  fourth  class 
25  cents.  In  the  second  division :  First  class  38  cents,  second  class  35 
cents,  third  class  31  cents  and  fourth  class  26  cents.  These  proposed 
rates  include  pickup  and  delivery  service  at  both  terminals  and  would 
be  slightly  higher  than  the  station  to  station  rates  now  in  eflfect  between 
the  same  points  via  the  Atchison,  Topeka  and  Santa  Fe  Railway.  The 
classification  of  commodities  is  governed  by  Monroe's  Ship  by  Truck 
Freight  Classification. 

A  large  part  of  applicant's  traflSc  is  handled  under  the  minimum 
charge  of  50  cents  and  under  special  commodity  rates,  neither  of  which 
is  to  be  changed  by  this  application. 

Applicant  acquired  the  Oceanside  Truck  Line  and  commenced  opera- 
tion on  March  20,  1921. 

At  the  hearing,  applicant  presented  an  operating  statement  of 
Oceanside  Truck  Line  for  a  period  of  six  and  two-thirds  months  up  to 
March  20,  1921,  wben  applicant  acquired  the  line,  showing  operating 
expenses  of  $8,356.99  and  freight  revenue  of  $6,963.05,  or  an  apparent 
deficit  of  $1,393.94;  also  an  operating  statement  for  one  and  one-third 
months,  from  March  20,  1921,  to  May  1,  1921,  during  which  time  it 
operated  the  line,  showing  operating  expenses  of  $1,690.04,  and  freight 
revenue  of  $1,380.61,  showing  an  apparent  operating  loss  for  that 
period  of  $309.43.  For  the  first  period,  it  showed  an  approximate 
average  tonnage  of  ten  tons  per  day  and  daily  revenue  of  $41.50;  and 
for  the  second  period,  an  average  tonnage  of  nine  tons  per  day  and 
average  daily  revenue  of  $38.35. 

As  the  first  period  covered  was  that  immediately  preceding  the  appli- 
cant's operation  of  the  line,  and  as  the  second  period  was  too  brief  for 
satisfactory  analysis  and  showed  only  local  business  on  the  Oceanside 
division,  Examiner  Westover  requested  the  applicant  to  file  an  operat- 
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ing  statement  from  March  20,  1921  (the  date  it  acquired  the  line),  to 
July  1,  1921,  showing  separately  the  results  of  operating  the  Oceanside 
division,  and  of  operating  both  divisions,  from  which  it  appears  that 
the  loss  on  the  Oceanside  division  was  $712.63  and  the  loss  on  the  entire 
system  was  $3,260.39.  Attention  is  called  to  the  fact  that  on  the  Escon- 
dido  division  the  service  is  performed  to  a  great  extent  by  hired  trucks, 
which  is  probably  responsible  for  the  poor  financial  results.  He  also 
requested  a  traffic  check  at  representative  periods,  from  which  it 
appears  that  the  average  tonnage  handled  was  about  7.6  tons  per  day 
and  daily  revenue  $39.88,  and  that  its  revenue  under  the  proposed 
rates  would  have  been  increased  about  24  per  cent.  The  periods  so 
selected  by  applicant  for  checking  as  periods  which  would  illustrate  an 
average  movement  of  traffic  by  its  line  during  the  year  were  the  last 
ten  days  of  October,  February,  and  May  last,  respectively. 

If  revenue  on  the  Oceanside  division  were  in'?rea8ed  by  24  per  cent 
to  $4,580.48,  the  apparent  loss  for  the  division  would  have  been  con- 
verted into  an  apparent  net  earning  of  $173.92  for  the  period  of  three 
and  one-third  months,  or  $626.04  per  year  upon  an  apparent  invest- 
ment of  $9,875.  Applicant's  operating  expenses,  as  shown  in  its  state- 
ments, appear  to  be  reasonable  upon  being  cheeked,  but  its  rate  of 
depreciation  and  the  theory  upon  which  it  is  based  can  not  be  approved 
by  the  Commission.  However,  as  we  are  satisfied  from  the  showing 
made  that  applicant  needs  relief,  we  authorize  the  establishment  of  the 
rates  applied  for. 

ORDER. 

A  public  hearing  upon  the  above  entitled  application  having  been 
held,  the  matter  being  submitted  and  now  ready  for  decision; 

It  is  hereby  ordered,  that  Coast  Truck  Line  be  and  it  is  hereby 
authorized  and  empowered  to  publish  and  thereafter  charge  and  col- 
lect for  transportation  of  freight  between  San  Diego  and  Oceanside 
the  rates  shown  in  Exhibit  **A"  attached  to  above  Application  No. 
6857. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  August, 
1921. 
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Decision  No.  9434. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  KENNETT  WATER  (COM- 
PANY, A  CORPORATION,  FOR  LEAVE  TO  MAKE  A  SURCHARGE 
UPON  ITS  EXISTING  RATES,  AND  FOR  AN  ORDER  OP  THE  RAII^ 
ROAD  COMMISSION  FIXING  THE  AMOUNT  OF  SUCH  SURCHARGE. 


Application  No.  6101. 
Decided  August  30,  1921. 


Water  Utility— Sukcharge— Loss  of  Business.— Request  of  applicant  for  a 
surcharge,  due  to  loss  of  business  resulting  from  the  suspension  of  a  large 
industrial  plant,  denied,  the  Commission  holding  that  it  is  the  duty  of  a  utility 
to  share  the  temporary  burden  with  the  rest  of  the  community. 

Water  Utility — Rates — Service. — Increase  can  not  be  granted  which  would 
result  in  a  charge  beyond  what  the  senrice  is  reasonably  worth. 

Charles  W,  SUick  and  Edgar  T.  Zool%  by  O.  K,  Patterson,  for  Applicant. 

Messrs.  Carr  and  Kennedy,  by  Fraticis  Carr,  for  the  United  States  Smelting  and 

Refining  Company  and  for  their  employees. 
John  TreicMer,  for  the  Board  of  Trustees  of  the  City  of  Kennett. 

By  the  Commission. 

OPINION. 

Kennett  Water  Company,  applicant  in  the  above  entitled  matter,  is 
a  public  utility  water  company  engaged  in  the  business  of  selling  and 
distributing  water  for  domestic  and  industrial  purposes  to  con- 
sumers in  and  in  the  vicinity  of  the  town  of  Kennett,  Shasta  County, 
California. 

In  this  proceeding  applicant  asks  the  Commission  to  authorize  a  sur- 
charge to  be  applied  on  its  existing  rates,  alleging  that  the  rates  in 
effect  do  not  produce  revenue  sufficient  to  defray  maintenance  and 
operation  expenses  and  provide  a  fund  for  unforeseen  contingencies. 
At  this  time  no  substantial  interest  return  is  expected  to  be  produced 
on  the  investment. 

A  public  hearing  was  held  in  this  matter  before  Examiner  Westover, 
at  Kennett.  All  of  applicant's  consumers  were  notified  of  the  hearing 
and  given  an  opportunity  to  appear  and  be  heard. 

Kennett  Water  Company  has  been  before  the  Railroad  Commission 
in  two  previous  proceedings,  namely.  City  of  Kemiett  vs.  Kennett 
Water  Company,  Case  No.  715,  Decision  No.  2918,  dated  November  9, 
1915  (Vol.  8,  p.  395,  Opinions  and  Orders  of  the  Railroad  Commission 
of  California),  and  Hoy  et  al  vs.  Kennett  Water  Compa^iy,  Case  No. 
1039,  Decision  No.  4509,  dated  August  2,  1917  (Vol.  13,  p.  649,  Opin- 
ions and  Orders  of  the  Railroad  Commission  of  California).  At  the 
hearing  herein  it  was  stipulated  that  the  records,  reports  and  evidence 
with  relation  to  the  cases  quoted  should  be  considered  in  evidence  in 
this  matter,  and  reference  is  therefore  made  to  those  proceedings  for 


Digitized  by 


Google 


CAUFOBNIA  RAILROAD  COMMISSION   DECISIONS.  465 

the  early  history  of  Kennett  Water  Company  and  other  matters  per- 
taining to  its  operation.  The  present  rates  of  this  utility  were  approved 
in  Decision  No.  4509,  sv^pra. 

It  is  alleged  that  the  present  rates  returned  to  applicant  a  sufficient 
revenue  in  normal  times,  but  evidence  shows  that  in  May,  1919,  the 
United  States  Smelting  and  Refining  Company,  which  operates  in  Ken- 
nett and  which  was  applicant's  principal  consumer,  discontinued  its 
operations  and  by  reason  of  the  discontinuance  of  this  industry,  the 
domestic  consumption  "has  also  been  greatly  reduced,  as  shown  by  the 
fact  that  while  the  smelter  was  in  operation  there  were  some  311  active 
services;  at  present  there  are  only  about  104  active  services. 

A  field  investigation  of  this  system  was  made  by  one  of  the  Commis- 
sion's  hydraulic  engineers,  who  presented  at  the  hearing  a  report  rec- 
ommending an  annual  maintenance  and  operation  allowance  of  $5,718, 
and  also  the  sum  of  $600  as  a  fair  replacement  annuity  for  the  system 
computed  by  the  sinking  fund  method. 

Applicant  submitted  exhibits  showing  its  cost  of  maintenance  and 
operation  for  the  year  1920  to  be  $6,970,  and  its  depreciation  allow- 
ance $1,673.  This  expense,  however,  included  an  item  of  approxi- 
mately $1,800  for  extraordinary  ditch  repair,  which  the  Commission's 
engineer  has  amortized  over  a  period  of  several  years. 

The  following  tabulation  shows  the  revenues  of  applicant  as  reported 

in  its  annual  reports  to  this  Commission : 

Tear: 

1912  ^11,620  Bl 

1913 14,300  20 

1914 14,332  22 

1915 13,G41  13 

1916 14,663  66 

1917 15,692  81 

1918 15,231  96 

1919  0,760  03 

1920 5,678  65 

This  tabulation  and  a  study  of  the  maintenance  and  operation 
expense,  indicate  that  applicant  received  a  liberal  return  upon  its 
investment  during  the  period  that  the  smelting  company  was  operating 
its  plant. 

It  appears  that  applicant  has  made  no  effort  to  reduce  operating 
expenses  during  the  present  abnormal  period,  and  in  view  of  the  exist- 
ing conditions  we  believe  that  economies  even  more  far-reaching  than 
those  recommended  by  the  Commission's  engineer  can  be  put  into 
effect.  The  evidence  shows  that  the  activities  of  the  community  have 
been  much  reduced  by  the  suspension  of  the  smelting  company's 
operations  and  that  persons  remaining  in  the  town  have  been  forced 
to  curtail  their  expenditures  until  smelting  operations  are  resumed. 
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Applicant  should  practice  the  most  rigid  economy  in  order  to  reduce 
its  expenditures  to  a  minimum  and  by  so  doing  it  is  probable  that  the 
revenues  received  will  be  sufficient  to  cover  the  necessary  costs  and 
provide  a  proper  replacement  annuity.  In  this  time  of  stress  we 
believe  that  it  is  the  duty  of  applicant  to  share  the  burden  caused  by 
the  loss  of  the  town's  principal  industry  to  the  limit  of  its  ability.  The 
rates  now  in  effect  are  high  in  comparison  with  rates  in  other  local- 
ities where  a  similar  service  is  rendered,  and  the  establishment  of  a 
surcharge  would  be  a  burden  upon  the  present  consumers,  and  would 
result  in  a  charge  that  is  more  than  the  service  is  reasonably  worth. 
We  are  therefore  of  the  opinion  that  this  application  should  be  denied. 

ORDER. 

Kennett  Water  Company  having  made  application  to  the  Railroad 
Commission  for  authority  to  establish  a  surcharge  and  thereby  increase 
its  charges  for  water,  a  public  hearing  having  been  held  and  the  mat- 
ter having  been  submitted: 

It  is  hereby  found  as  a  fact,  that  the  present  rates  charged  by  appli- 
cant are  reasonable  for  the  service  rendered. 

And  basing  its  order  upon  the  foregoing  finding  of  fact  and  the  other 
statements  of  fact  contained  in  the  opinion  which  precedes  this  order; 

It  is  hereby  ordered,  that  the  application  of  the  Kennett  Water 
Company  for  authority  to  establish  a  surcharge  be  and  the  same  is 
hereby  denied. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  August, 
1921. 


Decision  No.  9435. 


IN  THE  MATTER  OF  TUE  APPLK^ATION  OF  V.  T.  DURPHY  (SHERMAN 
WATER  COMPANY)  FOR  AUTHORITY  TO  INCREASE  RATES. 


Application  No.  6666. 
Decided  August  30,  1921. 


Martin  M,  Levering,  for  Applicant. 

liOVELAND,  Commissioner, 

OPrNION. 
P.  T.  Durphy,  applicant  in  the  above  entitled  proceeding,  owns  and 
operates  a  public  utility  water  system  supplying  water  for  domestic  and 
commercial  purposes  to  the  inhabitants  of  Sherman,  Los  Angeles 
County.  The  application  alleges  in  effect  that,  because  of  increased 
costs  of  maintenance  and  operation,  the  system  is  now  being  operated 
at  a  loss  under  the  existing  schedule  of  rates.     The  Commission  is 
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therefore  asked  to  establish  a  schedule  of  rates  which  will  produce  a 
reasonable  return  to  applicant. 

A  public  hearing  in  this  matter  was  held  in  Los  Angeles  before 
Commissioner  Loveland.  All  interested  parties  were  given  an  oppor- 
tunity to  be  present  and  be  heard. 

This  utility  obtains  its  water  supply  from  several  small  tunnels  in 
Franklin  Canyon  and  from  two  wells  located  in  the  town  of  Sherman. 
The  water  from  Franklin  Canyon  flows  by  gravity  into  a  concrete 
reservoir  of  about  600,000  gallons  capacity.  This  water  is  transmitted 
by  gravity  to  the  town  of  Sherman  where  there  is  another  concrete 
reservoir  of  340,000  gallons  capacity,  which  stores  the  water  from  both 
Franklin  Canyon  and  the  wells.  These  wells  are  operated  by  air  lift 
and  discharge  into  the  smaller  reservoir.  A  booster  pump  is  so 
arranged  that  the  water  from  this  reservoir  may  be  pumped  to  the 
Franklin  Canyon  reservoir  for  additional  storage  when  conditions 
warrant.  The  system  has  approximately  three  and  one-half  miles  of 
transmission  main  and  four  miles  of  distribution  mains. 

The  rates  at  present  in  effect  were  established  about  1907  and  are 
as  follows : 

Monthly    flat    rate $1  25 

Monthly  meter  rates — 
Domestic : 

i-inch  meter,  800  cubic  feet  or  less,  per  month 1  25 

All  over  800  cubic  feet,  per  100  cubic  feet 075 

For  meters  over  f-inch,  800  cubic  feet  or  less,  per  month 1  50 

All  over  800  cubic  feet,  per  100  cubic  feet 075 

For  purposes  other  than  domestic  use: 

In  quantities  over  5000  cubic  feet  per  month,  per  100  cubic  feet 075 

There  are  352  consumers,  of  whom  251  are  metered,  and  101  are 
served  on  a  flat  basis. 

Mr.  M.  R.  MacKall,  one  of  the  Commission's  hydraulic  engineers, 
made  a  field  investigation  of  this  system  and  submitted  a  report  and 
appraisal  showing  the  estimated  original  cost  of  the  properties,  exclu- 
sive of  real  estate,  to  be  $34,095,  and  an  annual  replacement  fund,  com 
puted  by  the  sinking  fund  method,  in  the  amount  of  $509.  A.  J. 
Salisbury,  a  consulting  engineer,  testifying  on  behalf  of  applicant, 
stated  that  he  estimated  the  reproduction  cost  new  of  this  system, 
excluding  real  estate,  to  be  $60,500  and  the  present  value  about  $30,200. 
No  estimate  of  the  original  cost  of  the  properties  was  submitted  by 
applicant  other  than  the  amount  stated  in  the  application,  which  is 
$34,641.  A  careful  analysis  indicates  that  the  amount  of  $39,095, 
including  the  lands  necessary  and  useful  to  the  system,  is  a  fair  and 
reasonable  rate  base.  The  amount  of  $4,910  was  estimated  by  Mr. 
MacEall  to  be  a  reasonable  allowance  for  the  annual  maintenance  and 
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operation  expense,  exclusive  of  taxes.  The  operating  expenses,  sub- 
mitted by  the  applicant,  included  certain  capital  charges.  A  careful 
consideration  of  the  evidence  leads  to  the  conclusion  that  the  amount 
of  $5,277,  including  taxes,  is  a  fair  estimate  of  the  reasonable  and 
proper  maintenance  and  operation  expenses  for  the  immediate  future. 
Following  is  a  summary  of  the  foregoing  items  which  go  to  make  up 
the  annual  charges  of  this  utility : 

Return  on  $39,095  at  8  per  cent 13,128  00 

Replacement   annuity   509  00 

Maintenance  and   operation   cost 5,277  00 

Total  estimated  annual  charges $8,914  00 

The  revenues  for  1920  were  $5,914.  It  is  therefore  evident  that  the 
applicant  is  entitled  to  an  increase  in  rates.  The  present  rates  place  an 
unfair  burden  upon  the  small  user,  which  the  schedule  established  in 
the  accompanying  order  is  designed  to  eliminate. 

I  recommend  the  following  form  of  order : 

ORDER. 

P.  T.  Durphy  having  made  application  to  the  Railroad  Commission 
as  entitled  above,  a  public  hearing  having  been  held  and  the  matter 
having  been  submitted: 

It  is  hereby  found  as  a  fact,  that  the  rates  now  charged  by  P.  T. 
Durphy  for  water  supplied  to  his  consumers  are  unjust  and  unreason- 
able in  so  far  as  they  differ  from  the  rates  herein  established,  and  that 
the  rates  herein  established  are  just  and  reasonable  rates  for  such 
service. 

And  basing  its  order  upon  the  foregoing  finding  of  fact  and  upon 
the  statements  of  fact  contained  in  the  opinion  which  precedes  this 
order ; 

It  is  hereby  ordered,  by  the  Railroad  Commission  of  the  State  of 
California,  that  P.  T.  Durphy  be  and  he  is  hereby  authorized  and 
directed  to  file  with  the  Railroad  Commission  within  twenty  (20)  days 
from  the  date  of  this  order,  the  following  schedule  of  rates  for  water 
delivered  to  his  consumers  in  Sherman  on  and  after  October  1,  1921, 
said  schedule  to  become  effective  as  of  that  date  and  supersede  any  and 
all  rate  schedules  for  said  service  heretofore  on  file  or  in  effect ; 

Monthly    flat    rate $1  25 

Monthly  meter  rates — 

Service  charge  for  each  meter  in  use : 

f-inch   and   f-inch  meters 0  50 

1  -inch    meter    75 

IHnch    meter 1  OD 

2  -Inch    meter    1  25 

3  -inch    meter    1  50 

4  -inch    meter   2  56 

Unit  price  for  water  used: 

0  to       400  cubic  feet,  per  100  cubic  feet 20 

400  to  10,000  cubic  feet,  per  100  cubic  feet 18 

Over     10,000  cubic  feet,  per  100  cubic  feet 12 
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It  is  hereby  further  ordered,  that  P.  T.  Durphy  be  and  he  is  hereby 
directed  to  file  with  the  Railroad  Commission  within  thirty  (30)  days 
from  the  date  of  this  order,  rules  and  regulations  governing  service  to 
his  consumers,  said  rules  and  regulations  to  become  effective  as  cor- 
rected and  amended  upon  their  acceptance  for  filing  by  the  Com- 
mission. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  August, 
1921. 


Decision  No.  9436. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  EUCLID  AVENUE  WATER 
COMPANY,  FOR  AN  ORDER  AUTHORIZING  THE  ISSUE  OF  A  NOTE 
AND  EXECUTION  OF  A  MORTGAGE  IN  FAVOR  OF  MR.  ERNEST 
FLEUR. 

Application  No.  7068. 
Decided  August  30,  1921. 

Theodore  F.  Taylor,  for  Applicant. 

Bt  the  Commission. 

OPINION. 

Euclid  Avenue  Water  Company  asks  permission  to  issue  a  $2,500 
7  per  cent  five-year  note  and  to  execute  a  mortgage  to  secure  the  pay- 
ment of  the  note. 

A  hearing  was  had  on  this  application  before  Examiner  Williams 
at  Los  Angeles  on  August  24. 

Applicant  intends  to  acquire  at  a  total  cost  of  $3,000  a  piece  of  real 
property  330  feet  long  by  127^  feet  wide  adjoining  the  lot  now  owned 
by  it.  It  has  agreed  to  pay  $500  of  the  purchase  price  in  cash  and 
issue  a  $2,500  7  per  cent  five-year  note  for  the  remainder.  Applicant's 
secretary  is  of  the  opinion  that  it  should  acquire  this  additional  prop- 
erty for  the  purpose  of  protecting  its  water  supply  and  to  secure  the 
property  while  available  at  a  reasonable  price.  Applicant  does  not  at 
this  time  intend  to  construct  any  improvements  on  the  property  whicli 
it  has  agreed  to  purchase.  Inasmuch  as  applicant  is  acquiring  prop- 
erty which  for  the  time  being  at  least  appears  to  be  nonoperative,  the 
order  herein  will  permit  the  issue  of  the  note  provided  that  applicant 
will  not  urge  tlie  Commission  to  include  in  a  rate  base  the  cost  of  the 
properties  acquired. 
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The  mortgage  which  applicant  asks  permission  to  execute  will  be  a 
lien  only  on  the  property  which  it  intends  to  acquire.  It  wiU  not  be  a 
lien  on  any  of  the  company's  present  operative  properties. 

ORDER. 

Euclid  Avenue  Water  Company  having  applied  to  the  Railroad 
Commission  for  permission  to  issue  a  $2,500  7  per  cent  five-year  note 
and  execute  a  mortgage,  a  public  hearing  having  been  held,  and  the 
Commission  being  of  the  opinion  that  the  money,  property  or  labor  to 
be  procured  through  the  issue  of  the  note  is  reasonably  required  by 
applicant  and  that  this  application  should  be  granted  subject  to  the 
conditions  of  this  order; 

It  is  hereby  oi'dered,  that  Euclid  Avenue  Water  Company  be  and  it 
is  hereby  authorized  to  issue  a  $2,500  7  per  cent  five-year  note  and  to 
execute  a  mortgage  substantially  in  the  same  form  as  that  filed  in  this 
proceeding  to  secure  the  payment  of  said  note. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  The  proceeds  realized  through  the  issue  of  the  note  shall  be  used 
by  applicant  to  pay  in  part  the  cost  of  acquiring  the  properties 
described  in  this  application. 

2.  The  authority  herein  granted  to  execute  a  mortgage  is  for  the 
purpose  of  this  proceeding  only,  and  is  granted  in  so  far  as  this  Com- 
mission has  jurisdiction  under  the  terms  of  the  Public  Utilities  Act, 
and  is  not  intended  as  an  approval  of  said  mortgage  as  to  such  other 
legal  requirements  to  which  such  mortgage  may  be  subject. 

3.  By  exercising  the  authority  herein  granted,  applicant  agrees  that 
it  will  not  urge  the  Commission  to  include  in  a  rate  base  any  of  the 
properties  which  it  is  herein  permitted  to  acquire  so  long  as  such  prop- 
erties are  of  a  nonoperative  character. 

4.  The  authority  herein  granted  will  not  become  effective  until  appli- 
cant has  paid  the  minimum  fee  prescribed  by  section  57  of  the  Public 
Utilities  Act,  which  fee  amounts  to  $25. 

5.  Euclid  Avenue  Water  Company  shall  keep  such  record  of  the 
issue  of  the  note  herein  authorized  and  of  the  use  of  the  proceeds  as 
will  enable  it  to  file  on  or  before  the  twenty-fifth  day  of  each  month  a 
verified  report  as  required  by  the  Railroad  Commission's  General 
Order  No  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of 
this  order. 

6.  The  authority  herein  granted  will  apply  only  to  such  note  as  may 
be  issued  and  delivered  on  or  before  December  1,  1921. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  August, 
1921. 
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Decision  No.  9437. 

IN  THK  MATTER  OF  THE  APPLICATION  OF  PASADENA  ELECTRIC 
EXPRESS  C0M1»ANY  FOR  PERMISSION  TO  SELL  REAL  ESTATE, 
RETIRE  CAPITAL  STOCK  AND  BORROW  MONEY. 

Application  No.  7074. 
Decided  August  30,  1921. 

W,  H.  Archdeaconf  for  Applicant. 

By  the  Commission. 

OPINION. 

Pasadena  Electric  Express  Company  asks  permission  to  issue  a 
three-year  6  per  cent  note  for  $11,500,  mortgage  and  sell  certain  prop- 
erties and  to  retire  $25,000  of  common  capital  stock. 

A  hearing  was  had  on  this  application  before  Examiner  Williams  at 
Los  Angeles  on  August  24. 

Pasadena  Electric  Express  Company  was  organized  in  1919.  By 
Decision  No.  6534,  dated  July  30,  1919,  the  Commission  authorized 
applicant  to  issue  $50,000  of  stock  and  also  a  $9,500  6  per  cent  three- 
year  note  secured  by  mortgage  on  real  estate  located  in  the  city  of 
Los  Angeles.  All  of  the  stock,  as  well  as  the  note,  were  subsequently 
issued  by  applicant.  Of  the  outstanding  stock,  $30,000  is  reported  to 
be  owned  by  Fred  J.  Weaver,  $7,500  by  P.  S.  Imes  and  $12,500  by 
W.  H.  Archdeacon.  The  testimony  shows  that  F.  S.  Imes  and  W.  H. 
Archdeacon  have  agreed  to  acquire  $5,000  of  stock  from  Fred  J. 
Weaver  and  that  they  have  given  their  consent  to  the  corporation 
acquiring  the  remainder  of  the  Fred  J.  Weaver  stock,  to  wit,  $25,000, 
at  a  cost  of  $22,562.  The  company  intends  to  secure  $20,562  of  the 
necessary  moneys  to  acquire  the  stock  from  the  sale  of  certain  oper- 
ative and  nonoperative  real  estate  and  $2,000  through  the  issue  of  a 
note.  This  Commission  is  not  interested  in  the  purchase  of  the  stock 
by  the  company  except  to  the  extent  that  such  purchase  may  involve 
the  distribution  of  part  of  the  assets  of  applicant  and  thus  probably 
affect  its  service. 

W.  H.  Archdeacon,  applicant's  general  manager,  testified  that  the 
company  is  not  now  using  all  of  its  real  property  located  in  Pasadena 
in  its  operations.  He  is  of  the  opinion  that  it  is  advantageous  for  the 
company  to  sell  the  real  property  located  in  Pasadena,  and  more  partic- 
ularly described  in  this  application,  for  the  price  of  $20,562  and  lease 
such  portion  of  the  property  as  it  actually  needs  in  the  operation  of  its 
business.  The  property  which  it  requires  can  be  leased  for  $102.50 
per  month.  A  copy  of  the  lease  is  filed  in  this  proceeding.  At  the 
present  time  applicant  is  paying  Fred  J.  Weaver,  who  is  its  principal 
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stockholder,  a  salary  of  $250  per  month.  If  this  transaction  is  con- 
summated, Fred  J.  Weaver  will  no  longer  be  employed  by  the  com- 
pany and  it  is  believed  by  applicant's  general  manager  that  the  com- 
pany can  save  at  least  $125  per  month  through  this  transaction. 
Applicant  and  its  predecessor  for  some  years  past  have  been  operating 
over  the  lines  of  the  Pacific  Electric  and  have  gradually  substituted 
motor  vehicles  for  horse-drawn  vehicles.  On  account  of  the  change  in 
the  character  of  the  equipment,  applicant  finds  it  unnecessary  to  retain 
all  of  its  real  estate. 

OADER. 

Pasadena  Electric  Express  Company  having  applied  to  the  Railroad 
Commission  for  permission  to  issue  a  note,  sell  or  mortgage  certain 
real  estate  and  to  retire  capital  stock,  a  public  hearing  having  been 
held,  and  the  Commission  being  of  the  opinion  that  applicant  may 
retire  part  of  its  capital  stock  without  an  order  from  this  Commission 
and  that  the  money,  property  or  labor  to  be  procured  through  the  issue 
of  the  note  herein  authorized  is  reasonably  required  by  applicant  and 
that  the  expenditures  herein  permitted  are  not  in  whole  or  in  part 
reasonably  chargeable  to  operating  expenses  or  to  income; 

It  is  hereby  ordered,  that  Pasadena  Electric  Express  Company  be 
and  it  is  hereby  authorized  to  issue  a  three-year  6  per  cent  note  for  the 
principal  sum  of  $11,500  and  to  execute  a  mortgage  substantially  in 
the  same  form  as  the  mortgage  filed  in  this  proceeding  to  secure  the 
payment  of  the  note. 

It  is  hereby  further  ordered,  that  Pasadena  Electric  Express  Com- 
pany be  and  it  is  hereby  authorized  to  sell  for  the  sum  of  $20,562  the 
following  described  property: 

Lot  eighteen  (18)  of  Park  Blafif,  in  the  city  of  Los  Angeles  (Garvanza),  county 
of  Los  Angeles,  State  of  California,  as  per  map  recorded  in  book  00,  page  34, 
miscellaneous  records  of  said  county. 

The  north  ninety-five  and  six-tenths  (95.6)  feet  <xf  lot  two  (2),  all  of  lot  three 
(3)  and  the  south  two  (2)  feet  of  lot  four  (4)  of  the  Julia  B.  Ward  Homestead 
Tract,  in  the  city  of  Pasadena,  county  of  I^s  Angeles,  State  of  California,  us  per 
map  recorded  in  book  7,  page  54,  miscellaneous  records  of  aaid  county. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  The  sum  of  $9,500  obtained  through  the  issue  of  a  note  herein 
authorized  shall  be  used  by  applicant  to  refund  the  $9,500  indebted- 
ness incurred  pursuant  to  the  authority  granted  in  the  order  in  Deci- 
sion No.  6534,  dated  July  30,  1919.  The  remaining  $2,000  obtained 
through  the  issue  of  the  note,  together  with  the  proceeds  realized  from 
the  sale  of  the  property  herein  authorized,  shall  be  used  by  applicant 
to  retire  $25,(X)0  of  capital  stock  referred  to  in  this  application. 

2.  The  authority  herein  granted  to  execute  a  mortgage  is  for  the 
purpose  of  this  proceeding  only,  and  is  granted  in  so  far  as  this  Com- 


Digitized  by 


Google 


CALIFORNIA  RAILROAD  COMMISSION   MiCISIONS.  473 

mi88i(Hi  has  jurisdiction  under  the  terras  of  the  Public  Utilities  Act, 
and  is  not  intended  as  an  approval  of  said  mortgage  as  to  such  other 
legal  requirements  to  which  such  mortgage  may  be  subject. 

3.  Pasadena  Electric  Express  Company  shall  keep  such  record  of  the 
issue  and  sale  of  the  note  herein  authorized  and  of  the  disposition  of 
the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day 
of  each  month  a  verified  report  as  required  by  the  Railroad  Commis- 
sion's General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is 
made  a  part  of  this  order. 

4.  The  authority  herein  granted  will  not  become  eflfective  until  appli- 
cant has  paid  the  minimum  fee  prescribed  by  the  Public  Utilities  Act, 
which  fee  amounts  to  $25. 

5.  The  authority  herein  granted  will  apply  only  to  such  note  as  may 
be  issued  on  or  before  November  15,  1921. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  August, 
1921. 


Decision  No.  9442. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  W.  D.  GREER  FOR 
CERTIFICATE  OF  PUBLIC  CONVENIENCE  AND  NECESSITY  TO 
OPERATE  AUTO  STAGE  SERVICE  BETWEEN  FELIX)WS  AND 
McKITTRICK.  VIA  SANTA  FE  CAMP,  AMERICAN  OIL  FIELDS  AND 
SHALE. 

Application  No.  6832. 

IN  THE  MAIT^ER  OF  THE  APPLICATION  OF  ROBERT  C.  DEAR  AND 
\V.  D.  GREER  FOR  AN  ORDER  GRANTING  PERMISSION  TO  SELL 
AND  TRANSFER  EACH  TO  THE  OTHER  A  ONE-HALF  INTEREST 
IN  OPERATING  RIGHT  AND  EQUIPMENT  OF  THOSE  CERTAIN 
AUTO  STAGE  LINES  NOW  OWNED  BY  APPLICANTS  AND  FOR 
PERMISSION  TO  CONSOLIDATE  AND  OPERATE  SAID  LINES 
THEREAFTER  AS  ONE  SYSTEM. 

Application  No.  6897. 

HOMER  RIIYNE  AND  C.  L.   RHYNE,  DOING   BUSINESS  AS   A  COPART 
NERSHIP  UNDER  THE  NAME  OF  RIIYNE  AND  RIIYNE, 

VS. 

W.  D.  GREER,  DOING  BUSINESS  UNDER  THE  NAME  OF  W.  I).  GREER 

STAGE  COMPANY. 

Case  No.  1642. 
Decided  August  31,  1921. 

Auto  Stagrs — Consolidation  of  Connkctino  Ijnes. — Upon  an  application  to 
consolidate  two  connecting  linos,  ajjplicants  will  he  required  to  show  that  a 
public  necessity  clearly  exists  for  the  through  service,  particularly  when  tht; 
poposef]  through  service  will  he  in  competition  with  existing  lines  rendering 
satisfactory  service.  In  present  case  applicant  held  to  have  failed  to  make 
required  showing. 

H,  B.  La  Mtynte,  for  Applicants  Robert  C.  Dear  and  W.  D.  Greer  and  I>efendant 
W.  D.  Greer. 
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Douglas  Brookman,  for  Rhyne  and  Ehyne,  Kern  County  Transportation  Company » 
and  Kitchen,  Boyd  and  Ingalls,  Complainants  and  Protestants. 

Irwin  and  Laird,  by  Rollin  Laird,  for  Kern  County  I'ransportation  Company  and 
Kitchen,  Boyd  and  Ingalls,  Protestants. 

H.  A,  Lovelandf  for  William  Giminiani,  Proteatant. 

Bt  the  Commission. 

OPINION. 

In  Application  No.  6832,  W.  D.  Greer,  operating  what  is  known  as 
the  W.  D.  Greer  Stage  Company,  has  made  application  to  the  Railroad 
Commission  in  which  he  applies  for  permission  to  operate  his  auto- 
mobile passenger  stages  between  Fellows  and  McKittrick,  via  Santa  Fe 
Camp,  American  Oil  Fields  and  Shale  and  to  abandon  his  present 
route  between  Taft  and  McKittrick  which  runs  via  the  Associated  Oil 
Company  Camp. 

In  Application  No.  6897,  Robert  C.  Dear,  operating  the  Bakersfleld- 
Buttonwillow  and  McKittrick  Stage  Line  has  applied  to  the  Railroad 
Commission  for  permission  to  sell  a  one-half  interest  in  his  operative 
right  and  equipment,  which  includes  two  eight-passenger  Cadillac 
cars,  to  W.  D.  Greer  for  the  sum  of  $4,500  and  W.  D.  Greer  applies 
for  permission  to  transfer  a  one-half  interest  in  his  operative  right 
between  Taft,  McKittrick,  Lost  Hills,  Bakersfield,  G.  P.  Camp,  Asso- 
ciated Camp,  San  Luis  Obispo  and  Pismo  and  intermediate  points, 
including  a  one-half  interest  in  equipment  consisting  of  two  twin-six 
Packard  cars  to  Robert  C.  Dear  for  a  consideration  of  $9,500,  both  of 
such  applicants  to  consolidate  their  operative  rights  and  thereafter 
operate  both  routes  as  a  single  system. 

In  Case  No.  1642,  Homer  Rhyne  and  C.  L.  Rhyne,  doing  business 
as  a  copartnership  under  the  name  of  Rhyne  and  Rhyne,  have  filed  a 
complaint  against  "W.  D.  Greer,  doing  business  under  the  fictitious 
name  of  W.  D.  Greer  Stage  Company,  in  which  they  allege  that  defend- 
ant's operation  through  the  town  of  Fellows  is  illegal  and  that  defend- 
ant has  no  operative  right  permitting  service  to  Fellows  due  to  the 
fact  that  neither  defendant  himself  nor  his  predecessor  in  interest. 
Western  Auto  Stage  Company,  had  ever  rendered  service  to  the  town 
of  Fellows  up  until  May,  1921,  always  operating  their  stages  along 
the  highway  approximately  a  mile  east  of  Fellows. 

A  hearing  upon  the  above  entitled  proceedings  was  held  before 
Examiner  Satterwhite  on  Tuesday,  August  18,  1921,  at  Bakersfield,  at 
which  time  the  matters  were  submitted  and  they  are  now  ready  for 
decision.  By  stipulation  of  counsel  the  three  proceedings  were  con- 
solidated for  hearing,  the  evidence  submitted  in  each  to  be  applicable 
to  all. 

Applicant  W.  D.  Greer,  in  support  of  his  application  for  permission 
to  change  his  present  route  betwen  Fellows  and  McKittrick,  testified 


Digitized  by 


Google 


CALIFORNIA  RAUaOAD  COMMISSION  DECISIONS.  475 

in  effect  that  there  are  at  the  present  time  a  considerable  number  of 
men  employed  at  Santa  Fe  Camp,  American  Oil  Fields  and  Shale; 
that  at  different  times  these  men  desire  transportation  from  their  places 
of  employment  to  Fellows  or  Taft  and  that  due  to  the  fact  that  there 
is  no  authorized  carrier  operating  between  such  points  at  the  present 
time  they  are  obliged  to  depend  either  upon  private  conveyances  or  to 
telephone  to  Fellows  for  rent  cars;  that  the  rates  charged  by  the  rent 
cars  for  transportation,  Santa  Fe  Camp  to  Fellows  is  25  cents,  and  that 
the  rate  charged  by  such  cars  from  American  Oil  Fields  and  Shale  to 
Fellows  is  considerably  higher  than  the  rate  proposed  by  applicant 
between  such  points.  Such  testimony  was  substantiated  by  other  wit- 
nesses residing  in  the  territory  in  question. 

Applicant  also  testified  that  there  are  at  the  present  time  very  few 
local  passengers  to  be  secured  along  his  present  route  between  Fellows 
and  McKittrick  and  that  the  abandonment  of  such  route  would  not 
work  a  hardship  upon  those  employed  or  residing  along  such  route, 
particularly  in  view  of  the  fact  that  such  territory  is  also  served  by  the 
stage  line  operated  by  Rhyne  and  Rhyne. 

In  Application  No.  6897,  being  an  application  to  consolidate  the 
Dear  and  Oreer  lines,  applicants  testified  that  the  consolidation  of  these 
two  routes  and  their  operation  as  a  unit  would  have  a  tendency  to 
materially  benefit  the  present  service  rendered  to  the  traveling  public 
between  the  points  served  by  such  routes  and  if  such  consolidation  was 
permitted  passengers  traveling  between  Bakersfield  and  Taft,  via 
McKittrick,  would  not  be  obliged  to  change  cars  at  McKittrick  and 
that  such  consolidation  would  also  permit  one  of  the  copartners  to 
remain  at  San  Laiis  Obispo  and  the  other  at  Bakersfield,  so  that  the 
supervision  of  their  operation  would  be  more  efficient. 

Such  con«)lidation  was  strenuously  protested  by  the  Kern  County 
Transportation  Company  and  Kitchen,  Boyd  and  Ingalls,  operating 
stage  lines  between  Bakersfield  and  Taft  over  what  is  known  as  the 
direct  route,  also  by  Rhyne  and  Rhyne,  who  operate  in  connection  with 
the  two  last  named  stage  lines  between  Taft,  Fellows  and  McKittrick. 

The  distance  between  Bakersfield  and  Taft  over  the  route  operated 
by  the  Kern  County  Transportation  Company  and  Kitchen,  Boyd  and 
Ingalls  is  given  as  thirty-eight  miles,  while  the  distance  between 
Bakersfield  and  Taft,  via  McKittrick,  is  fifty-seven  miles. 

It  would  appear  from  the  evidence  herein  submitted  that  the  pro- 
posed consolidation  of  the  Dear  and  Greer  lines  is  primarily  for  the 
purpose  of  establishing  a  through  route,  Bakersfield  to  Taft,  via 
McKittrick,  such  route  to  be  operated  in  competition  with  the  present 
service  rendered  by  the  Kern  County  Transportation  Company  and 
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Kitchen,  Boyd  and  Ingalls,  Bakersfield  to  Taft,  and  Rhyne  and  Rhyne 
line,  Taft  to  Fellows  and  McKittriek. 

Applicants  in  support  of  their  petition  for  permission  to  consolidate 
submitted  no  testimony  whatsoever  to  show  that  there  is  a  public  neces- 
sity for  the  establishment  of  an  additional  through  route  between  Bakers- 
field  and  Taft,  via  McKittrick,  but  that  in  fact  if  such  route  were 
established,  it  would  necesitate  the  traveling  public  using  the  same  to 
travel  an  additional  distance  of  approximately  nineteen  miles  and 
would  undoubtedly  also  inconvenience  passengers  at  intermediate 
points  who  could  not  be  transported  should  the  stages  of  Dear  and 
Greer  be  filled  with  through  passengers  upon  leaving  terminals. 

At  the  time  of  filing  their  application  for  permission  to  consolidate 
their  respective  routes  both  applicants  herein  were  instructed  at  the 
time  that  until  such  application  had  been  acted  upon  favorably  by  the 
Commission  neither  could  operate  his  cars  over  the  route  served  by 
the  other.  It  would  appear  from  the  evidence  herein  that  contrary 
to  such  instruction  both  applicants  on  July  4,  1921,  each  began  the 
operation  of  their  respective  cars  over  the  route  controlled  under 
operative  rights  by  the  other  applicant  and  that  each  continued  to  so 
operate  until  definitely  instructed  to  discontinue  such  service  by  the 
Railroad  Commission.  It  was  further  shown  that  subsequent  to  July 
20,  1921,  on  several  occasions,  through  cars  were  operated,  that  such 
operation  was  claimed  by  applicants  to  be  necessitated  through  the  fact 
that  cars  had  broken  down  and  connection  could  not  be  made  at 
McKittrick,  which  required  one  of  such  applicants  to  lease  the  oar 
and  employ  a  driver  of  the  other  applicant  for  the  purpose  of  finishing 
such  portion  of  the  trip  required  over  the  operative  right  held  by  the 
other  applicant.  The  frequency  of  these  through  trips  alleged  to  be 
necessary  by  reason  of  mechanical  failure  of  cars  is  looked  upon  by  the 
Commission  as  a  subterfuge  and  such  methods  of  operation  should  not 
occur  in  the  future. 

The  Commission  usually  permits,  when  no  opposition  is  presented, 
the  transfer  of  operative  rights  and  e(iuipment  when  such  operative 
rights  are  transferred  as  a  single  unit,  but  upon  an  application  to  trans- 
fer and  consolidate  two  connecting  lines,  applicants  will  be  required 
to  show,  and  to  the  satisfaction  of  the  Commission,  that  a  public  neces- 
sity clearly  exists  for  the  through  service  which  they  propose  to  estab- 
lish by  such  consolidation,  particularly  when  the  proposed  through 
service  will  be  in  direction  competition  with  existing  lines  which  have 
been  and  are  rendering  a  satisfactory  service  to  the  traveling  public. 

Applicants  herein  failed  to  make  a  showing  which  would  justify  the 
Railroad   Commission  in   authorizing  the  consolidation  as  proposed, 
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which  consolidation  would,  in  effect,  result  in  the  establishment  of  a 
through  operative  right  from  Bakersfield  to  Taft  via  McKittriek. 

Complainants  in  Case  No.  1642,  petition  the  Railroad  Commission 
for  an  order  declaring  that  defendant  has  no  right  or  authority  to 
operate  auto  stages  as  a  transportation  company  through  the  town  of 
Fellows  or  any  part  thereof,  or  for  local  business  to  or  from  such  town 
of  Fellows,  and  that  any  operation  so  conducted  by  defendant  at  the 
present  time  be  declared  illegal,  without  authority,  and  in  violation 
of  the  provisions  of  chapter  213,  Statutes  of  1917,  and  amendments 
thereto. 

Defendant  herein  was  authorized  to  purchase  the  operative  rights 
of  the  Western  Auto  Stage  Company  between  Taft,  McKittriek,  San 
Luis  Obispo  and  Pismo  and  intermediate  points,  such  operative  rights 
having  been  acquired  by  the  Western  Auto  Stage  Company  by  reason 
of  operation  in  good  faith  prior  to  May  1,  1917,  and  continuously 
thereafter.  The  tariffs  and  time  schedules  heretofore  filed  with  this 
Commission  by  the  Western  Auto  Stage  Company  showed  Fellows  as 
an  intermediate  point  served  in  connection  with  its  operation  between 
Taft  and  San  Luis  Obispo  and  the  tariffs  and  time  schedules  of  W.  D. 
Greer  Company,  successor  to  the  Western  Auto  Stage  Company,  also 
quoted  rates  to  Fellows  and  included  such  town  as  an  intermediate 
point  served  by  such  route. 

Witnesses  for  complainant  testified  in  effect  that  the  stages  of  the 
Western  Auto  Stage  Company  and  also  of  the  W.  D.  Greer  Stage 
Company  had  never  stopped  at  Fellows  to  pick  up  or  discharge  pas- 
sengers, but  that  in  fact  complainants,  Rhyne  and  Rhyne,  had  a  verbal 
understanding  with  the  general  manager  of  the  Western  Auto  Stage 
Company,  which  was  also  renewed  with  W.  D.  Greer  of  the  W.  D. 
Greer  Stage  Company,  to  the  effect  that  all  passengers  originating  at 
Fellows  who  desired  transportation  to  points  along  the  Taft-San  Luis 
Obispo  route,  would  be  transported  by  Rhyne  and  Rhyne  from  Fellows 
to  Taft,  where  a  connection  would  be  made  with  the  San  Luis  Obispo 
stages. 

Witnesses  for  defendant,  including  former  drivers,  testified  that 
they  had  always  called  at  Fellows,  both  east  and  west  bound,  with  the 
exception  of  such  times  as  the  stage  leaving  Taft  carried  a  capacity 
load  or  upon  the  return  trip  when  there  were  no  passengers  for  dis- 
charge at  Fellows. 

The  evidence  as  regards  the  service  of  defendant  to  Fellows  was 
extremely  conflicting  and  in  view  of  the  fact  that  no  positive  showing 
was  made  that  defendant  has  not  been  continuously  rendering  service 
to  Fellows  as  an  intermediate  point  and  in  view  of  the  additional  fact 
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that  the  tariffs  and. time  schedules  of  the  Western  Auto  Stage  Com- 
pany, predecessor  in  interest  to  defendant,  and  also  the  tariffs  and  time 
schedules  of  defendant  now  on  file  with  the  Railroad  Commission,  have 
always  shown  Fellows  as  an  intermediate  point  served  hy  defendant, 
we  are  of  the  opinion  and  find  as  a  fact  that  defendant  herein  has  an 
operative  right  permitting  service  to  Fellows.  The  complaint  herein 
will,  therefore,  be  dismissed. 

After  full  consideration  of  the  evidence  herein  submitted,  it  is  the 
opinion  of  the  Commission  that  the  application  of  W.  D.  Greer  to 
change  his  route  between  Fellows  and  McKittrick,  routing  his  stages 
via  Santa  Fe  Camp,  American  Oil  Fields  and  Shale  should  be  granted, 
and  that  the  application  of  Dear  and  Greer  to  consolidate  their 
respective  routes  should  be  denied. 

ORDER. 

A  public  hearing  having  been  held  upon  the  above  entitled  proceed- 
ings, the  matters  having  been  duly  submitted  and  the  Commission  being 
fully  advised: 

The  Railroad  Commission  hereby  declares  that  public  convenience 
and  necessity  require  the  operation  by  W.  D.  Greer  of  an  automobile 
stage  line  as  a  common  carrier  of  passengers  between  Fellows  and 
McKittrick,  serving  as  intermediate  points  the  communities  at  Santa 
Fe  Camp,  American  Oil  Fields  and  Shale,  and  a  certificate  of  public 
convenience  and  necessity  be  and  the  same  hereby  is  granted  subject 
to  the  following  conditions: 

1.  That  applicant,  W.  D.  Greer,  shall  abandon  his  present  route  now 
operated  between  Fellows  and  McKittrick  and  shall  file  within  ten  (10) 
days  from  date  hereof  his  written  acceptance  of  the  certificate  herein 
granted  and  shall  file  within  not  less  than  twenty  (20)  days  from  date 
hereof  tariffs  of  rates  and  time  schedules  substantially  the  same  as  the 
tariffis  of  rates  and  time  schedules  included  as  Exhibits  **A"  and 
**B**  in  Application  No.  6832  and  shall  begin  operation  within  a  period 
of  not  less  than  twenty  (20)  days  from  date  hereof.  In  all  other 
respects  the  effective  date  of  this  order  shall  be  twenty  (20)  days  from 
date  hereof. 

2.  That  the  rights  and  privileges  hereby  authorized  may  not  be  dis- 
continued, sold,  leased,  transferred  nor  assigned  unless  the  written 
consent  of  the  Railroad  Commission  to  such  discontinuance,  sale,  lease, 
transfer  or  assignment  has  first  been  secured. 

3.  That  no  vehicle  may  be  operated  by  the  applicant,  W.  D.  Greer, 
unless  such  vehicle  is  owned  by  said  applicant  or  is  leased  by  him  under 
a  contract  or  agreement  on  a  basis  satisfactory  to  the  Railroad  Com- 
mission. 
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It  is  hereby  ordered,  that  Case  No.  1642  be  and  the  same  hereby  is 
dismissed;  and 

It  is  hereby  further  ordered,  that  Application  No.  6897  be  and  the 
same  hereby  is  denied. 

Dated  at  San  Francisco,  California,  this  thirty-first  day  of  August, 
1921. 


Decision  No.  9443. 

IN    THE    MATTER    OP    THE    APPLICATION    OF    SANTA    MARIA    GAS 
COMPANY  FOR  AUTHORITY  TO   INCREASE  RATES. 

Application  No.  6442. 
Decided  August  31,  1921. 


Gas  Utility — ^Deferred  Maintenance. — The  utility  having  neglected  to  provide 
for  necessary  maintenance,  it  is  held  unfair  to  rate-payers  to  fully  allow 
replacement  costs  in  operating  and  capital  accounts. 

Rate  of  Return. — Applicant's  request  for  10  per  cent  rate  of  return,  due  in  part 
to  benefits  and  economies  resulting  from  introduction  of  natural  gas,  not 
allowed,  as  the  utility's  voluntary  rate  was  not  based  on  such  consideration 

Chickering  and  (Jregory^  by  Evan  Williams,  for  Applicant. 

C.  L.  Preiskcr,  City  Attorney  of  Santa  Maria,  for  City  of  Santa  Maria,  County  of 

Santa  Barbara,  Ladies  Improvement  Club  of  Orcutt,  Chamber  of  Commerce 

of  Santa  Maria,  and  the  Union  Sugar  Company. 
F.  H,  Johnson,  for  Town  of  Betteravia  and  the  Union  Sugar  Company. 
E.  D,  Rubeh  for  City  of  Santa  Maria. 
J,  W.  Walker,  for  Oil  Workers'  Union. 
W.  T,  Shipsey  and  C.  P,  Kaetzel,  for  City  of  San  Luis  Obispo. 

Mabtin,  Commissioner, 

OPINION. 

Santa  Maria  Gas  Company,  applicant  herein,  requests  authority  to 
increase  its  rates  and  charges  for  all  classes  of  gas  service  rendered  by 
it,  alleging  that  practically  all  the  rates  now  in  effect,  except  certain 
industrial  schedules,  were  established  prior  to  January,  1913;  that 
since  the  establishment  of  present  rates  the  cost  of  labor  and  materials 
has  largely  increased;  that  after  July  1,  1921,  applicant  will  be  obliged 
to  pay  a  higher  price  for  the  natural  gas  which  it  procures ;  and  that 
it  is  rendering  first  class  service  and  that  its  acts  have  eflPected 
improvements,  efficiencies  and  betterments  to  the  service  of  direct  value 
to  its  consumers.  It  is  further  alleged  that  the  rates  now  charged  are 
inadequate  to  return  applicant  a  sufficient  amount  to  properly  provide 
for  operating  costs,  depreciation  and  a  fair  return  upon  its  investment. 
Applicant  requests  that  the  Railroad  Commission  investigate  its  opera- 
tions and  thereupon  establish  just  and  reasonable  rates. 

Applicant  submitted  evidence  in  tbis  proceeding  by  testimony  of  its 
manager,  Mr.  R.  E.  Easton,  and  also  in  the  form  of  exhibits  and  testi- 
mony covering  the  financial  and  operating  conditions  of  the  company 
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by  its  engiueer,  Mr.  Gaskell  S.  Jacobs.  Evidence  for  tbe  cities  of  Sauta 
Maria  and  San  Luis  Obispo  was  presented  by  City  Attorneys  C.  L. 
Preisker  and  C.  P.  Kaetzel,  respectively.  It  was  stipulated  that  appli- 
cant's annual  reports,  other  records  before  the  Commission,  and  such 
other  information  as  the  Commission  may  require,  be  considered  in 
evidence;  that  Application  No.  5200  and  Decision  No.  7231  (Opinions 
and  Orders  of  the  Railroad  Commission  of  the  State  of  California, 
Vol.  17,  page  879),  also  the  record  in  Application  No.  6303,  be  consid- 
ered in  evidence;  that  a  certified  public  accountant  representing  the 
city  of  San  Luis  Obispo  be  permitted  to  examine  applicant's  books; 
and  further,  that  the  city  attorneys  of  San  Luis  Obispo  and  Santa 
Maria  be  given  five  days  from  the  submission  of  this  proceeding  within 
which  to  file  briefs,  and  that  counsel  for  applicant  be  granted  three 
days  within  which  to  reply.  The  matter  has  been  submitted  and  is  now 
ready  for  decision. 

Applicant  was  engaged  in  supplying  natural  gas  for  domestic  and 
commercial  purposes  prior  to  the  passage  of  the  California  Public 
Utilities  Act  and  because  of  this  fact  none  of  its  rates,  except  the  above 
noted  industrial  schedules  fixed  under  Application  No.  4840,  "have 
been  established  by  this  Commission,  as  no  other  rate  applications  have 
heretofore  been  filed.  At  the  present  time  applicant  has  a  multiplicity 
of  rate  schedules  which  are  the  outgrowth  of  operations  under  a  long 
period  of  changing  conditions.  It  is  obviously  apparent  these  rate 
schedules  should  be  simplified  and  revised,  and  also  that  applicant's 
rules  and  regulations  governing  gas  service  be  revised  to  properly 
comply  with  the  rules  specified  at  present  by  the  Railroad  Commission. 

Applicant  now  has  in  effect  for  domestic  service  a  flat  rate  of  $1  per 
thousand  cubic  feet  in  all  the  larger  towns.  There  are  numerous  com- 
mercial rates  var>'ing  from  45  to  75  cents  per  thousand  feet,  while 
industrial  schedules  provide  for  charges  of  25  to  31  cents  per  thousand 
feet.  The  street  lighting  rate  now  being  charged  under  special  con- 
tract Avith  the  city  of  San  Luis  Obispo  is  $2.50  per  lamp  per  month. 

Applicant  supj)lies  the  towns  of  Santa  Maria,  San  Luis  Obispo, 
Arroyo  Grande,  Pismo,  Guadalupe,  Avila,  Betteravia,  Nipomo,  Orcutt, 
Sisquoc  and  certain  territory  contiguous  to  its  transmission  lines,  with 
natural  gas  received  from  the  Santa  Maria  oil  fields.  The  present  com- 
pany is  the  successor  to  the  Santa  Maria  Gas  and  Power  Company, 
which  had  been  operating  in  the  vicinity  of  Santa  Maria  since  about 
1907.  For  a  period  of  years  the  Midland  Counties  Public  Service  Cor- 
poration had  been  supplying  artificial  gas  to  consumers  in  San  Luis 
Obispo.  Service  was  unsatisfactory  and  the  Santa  Maria  company 
prepared  to  lay  a  transmission  line  to  the  city  of  San  Luis  Obispo, 
whereupon  the  Midland  company  purchased  an  abandoned  oil  pipe  line 
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and  itself  introduced  natural  gas  to  San  Luis  Obispo  and  established  a 
rate  of  50  cents  per  thousand  cubic  feet,  or  half  that  charged  by  the 
Santa  Maria  Gas  and  Power  Company,  which  had  completed  its  line 
to  San  Luis  Obispo.  After  a  long  period  of  competition  an  agreement 
was  entered  into  whereby  the  Santa  Maria  company  purchased  the  gas 
properties  of  the  Midland  Counties  Public  Service  Corporation  and  the 
present  Santa  Maria  Gas  Company  was  thereupon  organized. 

The  purchase  by  Santa  Maria  Gas  and  Power  Company  of  these 
properties  for  the  sum  of  $388,000  was  authorized  by  the  Railroad 
Commission  by  its  Decision  No.  7231  (Opinions  and  Orders  of  the 
Railroad  Commission  of  the  State  of  California,  Vol.  17,  page  879), 
with  the  reservation  that  the  purchase  price  should  not  later  be  bind- 
ing before  the  Commission  as  a  value  in  fixing  applicant's  rates.  The 
same  domestic  rate  of  $1  per  thousand  cubic  feet  as  was  in  force  on 
the  Santa  Maria  Gas  Company  system  was  put  into  effect  on  lines 
acquired  from  the  Midland  Counties  company.  By  the  terms  of  the 
purchase  of  the  Midland  company's  properties  the  Santa  Maria  com- 
pany acquired  an  8-inch  transmission  line  from  the  Santa  Maria  oil 
fields  to  Avila  and  a  4-inch  line  from  Avila  to  San  Luis  Obispo.  The 
major  portion  of  this  8-inch  line  has  now  been  abandoned  and  sal- 
vaged, as  it  was  not  required  for  the  operation  of  the  reorganized 
company. 

The  plant  of  the  Santa  Maria  Gas  Company  comprises  a  system  of 
high  pressure  transmission  lines  receiving  their  supply  from  a  gas 
engine  driven  compressor  station  located  in  the  oil  fields  and  delivering 
gas  a  distance  of  about  .eight  miles  to  the  town  of  Santa  Maria,  and 
to  other  lines,  continuing  to  the  north  a  further  distance  of  thirty 
miles,  supplying  San  Luis  Obispo  and  other  towns  along  the  way.  In 
San  Luis  Obispo  there  are  installed  two  gas  storage  holders  having  a 
total  capacity  of  300,000  cubic  feet  and  also  a  booster  plant  for  increas- 
ing the  gas  pressure  during  periods  of  heavy  demand.  Applicant 
obtains  its  supply  of  natural  gas  from  the  Santa  Maria  oil  fields.  Gas 
produced  in  this  district  is  all  ** casing-head"  gas  of  good  quality. 
Tests  by  the  Commission's  engineers  showed  it  to  average  about  1100 
British  thermal  units  per  cubic  foot.  A  new  contract  for  a  period  of 
ten  years  starting  August  1,  1921,  has  been  entered  into  with  the  Union 
Oil  Company  for  the  purchase  of  gas  at  the  rate  of  10  cents  per  thou- 
sand, and  provides  for  a  monthly  minimum  delivery  of  15,000,000 
cubic  feet.  Additional  gas  amounting  to  about  10,000,000  cubic  feet 
per  month  is  purchased  from  the  Rice  Ranch  Oil  Company  and  the 
Western  Union  Oil  Company. 
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At  the  time  of  the  hearing  of  this  application  testimony  was  intro- 
duced regarding  the  relative  cost  of  gas  service  in  the  two  cities  of 
Santa  Maria  and  San  Luis  Obispo,  the  former  city  contending  that  it 
has  in  the  past  been  obliged  to  carry  a  portion  of  costs  chargeable  to  the 
city  of  San  Luis  Obispo,  inasmuch  as  the  two  cities  have  the  same 
rates  and  the  latter  is  considerably  more  distant  from  the  source  of 
gas  supply.  It  was  agreed  that  the  Commission  should  make  a  special 
investigation  of  this  phase  of  the  proceeding  in  order  that  equitable 
rates  be  established.  This  investigation  of  operating  conditions  shows 
that  the  rendering  of  service  to  San  Luis  Obispo  and  other  northern 
communities  is  more  expensive  than  supplying  the  city  of  Santa  Maria 
and  consumers  close  to  the  oil  fields  along  the  main  transmission  lines. 
Much  additional  investment  in  pipe  lines,  holders  and  other  equipment 
is  required  and  additional  costs  are  incurred  for  compressing  the  gas 
to  higher  pressures  for  transmission  to  and  for  distribution  in  San  Luis 
Obispo.  These  additional  costs  are  not  fully  oflfset  by  the  greater 
volume  of  domestic  sales  in  San  Luis  Obispo.  It  therefore  appears 
proper  that  a  differentiation  be  made  in  the  rates  charged  in  San  Luis 
Obispo  and  Santa  Maria. 

Applicant  submitted  Exhibits  Nos.  4,  5,  6  and  7  relative  to  its  invest- 
ment in  operative  properties.  By  Exhibit  No.  6  it  set  forth  the  sum 
of  $806,551  as  the  amount  of  its  fixed  capital,  which,  with  its  estimates 
for  materials  and  supplies  and  working  cash  capital,  totaled  $846,551 
for  rate  base  claimed.  These  figures  were  based  upon  the  *'book 
values''  of  the  properties  of  the  former  Santa  Maria  Gas  and  Power 
Company,  to  which  were  added  certain  depreciated  reproduction  costs 
of  operative  property  acquired  from  Midland  Counties  Public  Service 
Corporation.  It  is  to  be  noted  that  this  appraisal  included  values  for 
the  Midlands  properties  at  the  actual  purchase  price,  less  deductions 
for  pipe  lines  salvaged  and  other  nonoperative  items.  It  was  stipulated 
in  Application  No.  5200  that  the  purchase  price  of  Midland  company's 
properties  should  not  necessarily  be  binding  before  the  Commission  in 
the  future  fixing  of  rates.  Further,  it  is  to  be  noted  that  the  depre- 
ciated reproduction  cost,  upon  which  the  purchase  was  made,  was 
based  upon  prices  of  1920,  which  was  the  peak  period  of  construction 
costs  and  a  long  time  after  the  actual  construction  of  the  properties 
and  not  reasonably  indicative  of  the  historical  cost.  Other  items  of 
value  included  in  the  appraisal  represented  charges  for  certain  gas 
leases  now  expired  and  no  longer  in  force. 

While  the  Commission  has  not  at  this  time  made  an  inventory  or 
appraisal  of  applicant's  system,  it  has  in  connection  with  former  appli- 
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cations  for  bond  issues  and  transfers  of  property  investigated  the  value 
of  applicant's  properties.  In  view  of  the  information  now  l>efore  me 
I  am  of  the  opinion  that  the  rate  base  urged  by  applicant  is  in  excess 
of  what  would  from  the  evidence  be  considered  reasonable.  The  Com- 
mission's engineers  have  given  special  consideration  to  this  matter  and 
have  arrived  at  figures  materially  lower  than  applicant's.  Without 
finally  passing  on  the  matter  of  property  values,  I  find  the  following 
capital  estimate  to  be  a  reasonable  basis  in  determining  the  rates  herein. 
If  deductions  are  made  from  applicant's  estimated  rate  base  of 
$846,551  for  values  of  expired  gas  contracts,  for  abandoned  and  sal- 
vaged property,  for  revisions  of  allowances  for  working  capital  and 
supplies,  and  for  diflPerences  between  applicant's  depreciated  reproduc- 
tion cost  and  the  Commission's  engineers'  estimates  of  historical  cost 
as  determined  from  the  records  before  the  Commission  for  the  prop- 
erty acquired  from  Midland  Counties  Public  Service  Corporation  which 
is  useful,  the  figure  of  $707,800  is  determined  as  being  fairly  repre- 
sentative of  applicant's  total  investment  in  operative  physical  property 
used  and  useful  in  the  public  service. 

For  some  time  applicant  has  not  earned  a  full  return  upon  its  invest- 
ment and  has  neglected  during  the  past  period  of  high  construction 
costs  to  fully  provide  for  all  necessary  maintenance  on  its  pipe  lines 
and  is  now  confronted  with  the  necessity  of  heavy  charges  for  deferred 
maintenance.  Actual  field  inspection  of  the  various  transmission  lines 
was  mad€  by  one  of  the  Commission's  engineers  in  order  to  determine 
the  extent  of  repairs  necessary.  Attention  should  at  this  time  be  drawn 
to  the  fact  that  according  to  testimony,  much  of  the  pipe  was  originally 
laid  without  being  properly  protected  with  paint  before  laying.  This 
condition  has  unquestionably  materially  hastened  the  need  of  present 
replacements,  which,  if  fully  allowed  in  operating  charges  and  capital 
accounts,  would  be  unfair  to  the  rate-payer,  as  they  could  have  been 
partly  avoided  by  the  exercise  of  good  engineering  by  the  utility  at  the 
time  the  lines  were  installed. 

The  following  tabulation  sets  forth  comparative  figures  for  the 
operations  during  the  year  1920  and  estimated  operations  for  1921. 
It  is  to  be  noted  that  the  first  six  months  of  1920  represented  the  opera- 
tion of  the  Santa  Maria  Gas  and  Power  Company,  while  during  the 
last  six  months  of  the  year  operations  covered  the  combined  properties 
acquired  from  the  Midland  Counties  Public  Service  Corporation.  In 
preparing  the  following  estimates  allowances  have  been  made  for  the 
increased  cost  of  gas,  certain  deferred  maintenance  and  higher  state 
taxes  as  are  now  in  effect. 
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Santa   Maria   Gas   Company — Comparative   Operating   Statistics:    Estimate   for  Year 

1921  Under  Present  Rates. 

Consumers,  April,  1921: 

Santa   Maria,    city 1,007 

Balance  of  Santa  Maria  district :  418 

San  Luis  Obispo,  city 1,767 

Balance  of  San  Luis  Obispo  district 536 

Total    3,727 

Natural  gas  purchased,  M  cubic  feet 441,370 

Oaa  sales  J  M  cubic  feet. 

Domestic    120,000 

Street    lighting    9,000 

Gas  engines  7,000 

Boiler  fuel   60,000 

Miscellaneous    121,100 

Total    - 317,100 

Revenue. 

Domestic    sales    $116,400  00 

Industrial  and  miscellaneous 67,250  00 

Total    $183,650  00 

E(gpenses, 

Production    — $44,137  00 

Transmission     25,000  00 

Distribution    22,000  00 

General  and  miscellaneous  31,000  00 

Taxes 16,750  00 

Depreciation   16,313  00 

Total    $155,200  00 

Net  for  return $28,450  00 

Approximate  rate  base , $707,800  00 

Per  cent  return  •    4.0 

In  estimating  the  total  cost  of  domestic  gas  service  consideration  has 
been  given  to  the  investment  in  the  8-inch  pipe  line  from  the  Santa 
Maria  oil  fields  to  Betteravia  Junction  acquired  from  the  Midland 
company.  An  analysis  of  applicant's  operations  shows  that  the  fnll 
capacity  of  this  line  is  not  required  in  rendering  domestic  service. 
Evidence  before  the  Commission  indicates  this  8-inch  line  has  been 
maintained  for  the  purpose  of  selling  surplus  gas  to  the  steam  plant  of 
San  Joaquin  Light  and  Power  Corporation  in  accordance  with  certain 
terms  of  the  agreement  under  which  the  Santa  Maria  Gas  Company 
purchased  the  Midland  company's  gas  properties.  In  view  of  these 
facts  I  do  not  find  it  reasonable  to  charge  the  full  amount  of  the  invest- 
ment in  this  line  to  the  cost  of  domestic  service.  An  adjustment  for 
this  item  has,  therefore,  been  made. 

From  the  preceding  table  it  is  apparent  that  the  present  rates  fail 
to  yield  applicant  a  reasonable  return  upon  its  investment.  Applicant 
has  urged  very  material  increases  in  its  existing  rates,  asking  that  it 
be  permitted  to  earn  a  10  per  cent  return,  and  also  that  it  be  given 
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special  condderation  because  of  the  benefits  and  economies  enjoyed  by 
its  consumers  due  to  the  introduction  of  natural  gas  by  it.  At  the  time 
of  the  introduction  of  natural  gas  into  San  Luis  Obispo  by  applicant's 
predecessor  the  $1  per  thousand  rate  was  voluntarily  established  for 
that  district  the  same  as  was  in  eflfect  in  Santa  Maria  notwithstanding 
the  higher  cost  of  service  in  San  Luis  Obispo.  This  present  rate  has 
been  maintained  for  a  considerable  number  of  years  without  requests 
for  an  increase,  even  during  periods  of  advancing  costs,  which  would 
tend  to  indicate  that  applicant  has  until  now  been  satisfied  with  the 
present  schedules.  Applicant  is  entitled  to  an  increase  in  its  net  return, 
requiring  an  increase  in  its  rates,  but  at  this  time  should  not  be 
granted  a  10  per  cent  return.  The  following  rates,  set  forth  in  the 
accompanying  order,  should  provide  applicant  a  fair  and  reasonable 
return  upon  its  investment. 

I  submit  the  following  form  of  order: 

ORDER. 

Santa  Maria  Gas  Company  having  applied  to  the  Railroad  Com- 
mission for  authority  to  increase  its  rates  and  charges  for  gas,  public 
hearings  having  been  held  and  the  matter  having  been  submitted  and 
being  now  ready  for  decision : 

The  Railroad  Commission  hereby  finds  as  a  fact  that  the  rates  now 
charged  for  gas  by  Santa  Maria  Gas  Company,  in  so  far  as  they  differ 
from  the  rates  herein  established,  are  not  just  and  reasonable  rates, 
and  that  the  rates  herein  established  are  just  and  reasonable  rates  for 
all  classes  of  gas  service  rendered  by  Santa  Maria  Gas  Company. 

Basing  its  order  on  the  foregoing  findings  of  fact  and  other  findings 
of  fact  contained  in  the  opinion  which  precedes  this  order ; 

It  is  hereby  ordered,  that  Santa  Maria  Gas  Company  be  and  is 
hereby  authorized  to  charge  and  collect  the  following  rates  for  gas  for 
domestic,  commercial,  industrial  and  street  lighting  service  in  its  sev- 
eral districts  as  provided  for  in  the  accompanying  schedules,  which 
supersede  all  present  schedules  now  in  effect.  The  rates  herein  estab- 
lisihed  shall  be  effective  for  all  regular  meter  readings  taken'  on  and 
after  the  first  day  of  October,  1921. 

Schedule  No.  1. 
General  servtce,  ; 

Applicable  to  domestic  and  commercial  service  for  heating,  cooking  and  lighting. 
Territory. 

Applicable  to  towns  of  Santa  Maria  and  Orcntt  and  consumers  along  Orcutt 
road. 

Rate. 

First        5,000  cubic  feet  per  meter  per  month $1  25  per  M  cubic  feet 

Next       10,000  cubic  feet  per  meter  per  month 1  15  per  M  cubic  feet 

Next       35,000  cubic  feet  per  meter  per  month 1  10  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month 1  00  per  M  cubic  feet 

Minimum  charge,  $1  per  meter  per  month. 
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Special  conditions. 

Consumers  served  under  this  schedule  have  priority  in  the  use  of  gas  over  con- 
sumers served  under  Schedules  Nos.  4,  5  or  6  at  times  when  there  is  insufficient  ga» 
to  supply  the  demands  of  all  consumers. 

Schedule  No.  2. 
General  service. 

Applicable  to  domestic  and  cojnmercial  service  for  heating,  cooking  and  lighting. 

2'erritory. 

Applicable  to  the  city  of  San  Luis  Obispo. 

Rate. 

First        5,000  cubic  feet  per  meter  per  month $1  30  per  M  cubic  feet 

Next       10,000  cubic  feet  per  meter  per  month 1  20  per  M  cubic  feet 

Next       35,000  cubic  feet  per  meter  per  month 1  15  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month 1  05  per  M  cubic  feet 

Minimum  charge,  $1  per  meter  per  month. 

Special  condUion». 

Consumers  served  under  this  schedule  have  priority  in  the  use  of  gas  over  con- 
sumers sened  under  Schedules  Nos.  4,  5  or  6  at  times  wher  there  is  insufficient  gas 
to  supply  the  demands  of  all  consumers. 

Schedule  No.  3. 
General  service. 

Applicable  to  domestic  and  commercial  service  for  heating,  cooking  and  lighting. 

Territory. 

Applicable  to  all  territory  not  included  under  Schedules  Nos.  1  and  2. 

Rate. 

First        5,000  cubic  feet  per  meter  per  month $1  35  per  M  cubic  feet 

Next       10,000  cubic  feet  per  meter  per  month 1  25  per  M  cubic  feet 

Next       35,000  cubic  feet  per  meter  per  month 1  15  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month 1  05  per  M  cubic  feet 

Minimum  charge,  $1  per  meter  per  month. 

Special  conditions. 

Consumers  served  under  this  schedule  have  priority  in  the  use  of  gas  over  con- 
sumers served  under  Schedules  Nos.  4,  5  or  6  at  times  when  there  is  insufficient 
gas  to  supply  the  demands  of  all  consumers. 

Schedule  No.  4. 

Commercial  heating  and  cooking. 

Applicable  to  restaurants,  bakeries,  butchers,  hotels,  schools,  libraries,  churches, 
clubs,  mechanical  processes,  incubators,  etc. 

Territory, 

Applicable  to  all  districts  served. 

Rate. 

First      20,000  cubic  feet  per  meter  per  month $0  75  per  M  cubic  feet 

Next       30,000  cubic  feet  per  meter  per  month 65  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month 60  per  M  cubic  feei 

Minimum  charge,  $10  per  meter  per  month. 

Special  conditions. 

Consumers  served  under  this  schedule  have  priority  in  the  use  of  gas  over  con- 
sumers served  under  Schedules  No.  5  and  No.  6,  but  are  subject  to  the  prior  use 
of  consumers  served  under  Schedules  Nos.  1,  2  and  3  at  times  when  there  is  insuf- 
ficient gas  to  supply  the  demands  of  all  consumers. 
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Schedule  No.  5. 
Ga€  engine  service. 

Applicable  to  the  use  of  gas  in  internal  cumbuBtion  engines  only. 

Territory. 

Applicable  to  all  districts  served. 

Rate. 

First      100,000  cubic  feet  per  meter  per  month $0  55  per  M  cubic  feet 

All  over  100,000  cubic  feet  per  meter  per  month 50  per  M  cubic  feet 

Minimum  charge — May  to  October  inclusive,  $5  per  meter  per  month ;  November 

to  April  inclusive,  $1  per  meter  per  month.     For  continuous  service,  |36  per  year. 

Special  conditions. 

Consumers  served  under  this  schedule  have  priority  in  the  use  of  gas  over  con- 
sumers served  imder  Schedule  No.  6,  but  are  subject  to  the  prior  use  of  consumers 
served  under  Schedules  Nos.  1,  2,  3  and  4  at  times  when  there  is  insufficient  gas  to 
supply  the  demands  of  all  consumers. 

Schedule  No.  t. 

Industrial  and  boiler  fuel  service. 

Applicable  to  industrial  service  on  existing  mains  having  a  delivery  capacity  in 
excess  of  the  present  requirements  of  consumers  served  under  Schedules  Nos.  1,  2, 
3,  4  and  5;  for  use  in  steam  boilers,  incinerators,  kilns,  packing  houses,  creameries, 
laundries,  metal  working  plants,  canneries,  etc.,  in  which  the  gas  is  not  used  to 
heat  buildings  or  to  prepare  meals  and  which  are  equipped  to  use  other  fuels,  and 
can  be  converted  to  use  other  fuels  on  thirty  minutes'  notice.  Consumers  receiving 
service  under  this  schedule  are  required  to  maintain  adequate  supplies  of  such 
other  fuels. 

Territory. 

Applicable  to  all  districts  served. 

Rate. 

First      100,000  cubic  feet  per  meter  p?r  month $0  35  per  M  cubic  feet 

All  over  100,000  cubic  feet  per  meter  per  month 30  per  M  cubic  feet 

Minimum  charge,  $15  per  meter  i)er  month. 

Special  conditions. 

Measurement  based  upon  the  units  of  1000  cubic  feet  of  gas  at  4-ounce  pressure 
above  atmosphere.  At  times  of  gas  shortage  consumers  of  this  class  will  be  shut 
off  in  favor  of  consumers  served  under  Schedules  Nos.  1,  2,  3,  4  and  5.  No  obliga- 
tion is  undertaken  to  serve  consumers  of  this  class  for  any  period  of  time. 

Schedule  No.  7. 

Special  contract  industrial  rate  for  surplus  gas. 

Applicable  to  service  of  gas  for  fuel  to  industrial  consumers. 

Territory. 

Applicable  to  the  city  of  San  Luia  Obispo  only. 

Bmte. 

Bate  per  thousand  cubic  feet,  31  cents.   Minimum  charge,  $31  per  meter  per  month. 

Special  conditions. 

(1)  The  gas  supplied  under  this  schedule  is  surplus  gas  only  and  service  here- 
under shall  be  furnished  only  under  the  form  of  contract  entitled  "Contract  for  Sale 
of  Surplus  Natural  Gas"  as  set  forth  in  the  Rates,  Rules  and  Regulations  of  Santa 
Maria  Gas  Company,  of  which  this  schedule  and  said  contract  are  a  part,  and 
senrlce  hereunder  is  furnished  subject  to  each  and  every  term  and  condition  of 
said  form  of  contract. 

(2)  Service  hereunder  shall  not  be  commenced  unless  and  until  said  form  of 
contract  has  been  duly  executed  by  the  consumer  and  approved  and  accepted  by 
the  company. 

(3)  In  addition  to  the  special  terlns  and  conditions  stated  in  said  form  of  con- 
tract, service  hereunder  is  subject  to  the  rules  and  regulations  of  the  company  in 
80  far  as  the  same  are  not  in  conflict  therewith. 
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(4)  Measurement  based  upon  the  unit  of  1000  cubic  feet  of  gas  at  4-ounce 
pressure  above  atmosphere.  At  times  of  gas  shortage  consumers  of  this  class  will 
be  shut  off  in  favor  of  consumers  served  under  Schedules  Nos.  1,  2,  3,  4  or  5. 

Schedule  No.  8. 
Street  lighting  service. 

Applicable  to  the  service  of  gas  street  lamps,  including  gas  supply  and  main- 
tenance. 

Territory. 

Applicable  to  the  city  of  San  Luis  Obispo. 

Rate. 

Per  lamp  per  month,  f  2.76. 

Special  conditions. 

Service  to  be  as  provided  for  by  contract  for  operation  of  2-mantie,  300-candle- 
power  "Type  D"  lamps  of  the  Welsbach  Street  Lighting  Company  of  America, 
equipped  with  15-inch  Alba  globes,  mounted  on  iron  or  concrete  standards.  Lamps 
to  be  cleaned,  repaired  and  operated  all  night  and  every  night  by  the  Gas  Company. 

It  is  hereby  further  ordered,  that  Santa  Maria  Gas  Company  shall, 
within  thirty  days  from  the  date  of  this  order,  file  with  the  Railroad 
Commission  the  schedules  of  rates  herein  authorized  together  with  a 
complete  revision  of  its  rules  and  regulations  governing  gas  service. 

The  effective  date  of  this  order  is  September  20,  1921, 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirty-first  day  of  August, 
1921. 


Decision  No.  9444. 

city  of  ALAMEDA,  A  MUNICIPAL  CORPORATION, 

vs, 
SOUTHERN  PACIFIC  COMPANY,  A  CORPORATION. 

Case  No.  1637. 
Decided  August  31,  1921. 

Passbngeb  Sebvice — Abandonment  of. — On  a  finding  that  revenue  did  not  meet 
the  cost  of  operation,  the  Commission  authorized  tlie  Southern  Pacific  to  dis- 
continue ferry  service  and  connecting  electric  trains  as  follows:  leaving  Ala- 
meda pier  for  San  Francisco  at  5.46  a.m.,  leaving  San  Francisco  for  Alameda 
pier  at  1.15  a.m. 

\^flliam  J,  Locke,  for  Complainant 

Oeo.  E.  Williams,  for  Musicians'  Union  and  Theatrical  Federation. 
Mrs.  H.  O.  Tenny,  for  Alameda  State  Housewives*  League,  Order  of  Eastern  Star, 
Order  of  Rebekahs,  Native  Daughters  of  the  Golden  West,  and  Pythian  Sisters. 
E.  J.  Foulds,  for  Defendant. 

Mabtin,  Commissioner. 

OPINION. 

Complainant,  city  of  Alameda,  a  municipal  corporation,  complains 
of  defendant,  Southern  Pacific  Company,  a  corporation,  alleging  that 
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a  proposed  discontinuance  of  certain  scheduled  trips  of  ferry  steamers 
and  connecting  interurban  trains  operated  by  defendant  between  San 
Francisco  and  Alameda  via  Alameda  pier  will  compel  certain  patrons 
of  defendant  who  are  now  residents  of  Alameda  to  either  abandon  their 
present  employment  in  San  Francisco  or  abandon  their  homes  in  Ala- 
meda; that  the  proposed  discontinuance  of  service  would  be  unjust, 
unfair  and  unwarranted ;  that  the  discontinuance  of  the  1.15  a.m.  trip 
of  the  ferry  steamer  from  San  Francisco  with  its  connecting  electric 
interurban  trains  will  cause  great  annoyance,  embarrassment  and  dis- 
comfiture to  residents  of  Alameda  who  have  heretofore  used  and  now 
desire  to  continue  the  use  of  such  ferry  and  train  service.  Defendant 
filed  its  answer  denying  the  material  allegations  of  the  complaint  and 
alleging  that  the  trips  of  the  ferry  steamers  and  trains  proposed  to  be 
discontinued  are  now  being  operated  without  any  substantial  patronage 
and  that  the  revenue  derived  is  much  less  than  the  cost  of  operation 
and  that  a  continuance  of  the  operation  is  unreasonable,  wasteful  and 
improvident. 

A  public  hearing  was  held  at  San  Francisco  on  July  26,  1921,  the 
matter  was  duly  submitted  and  is  now  ready  for  decision. 

The  ferry  and  connecting  train  service  proposed  to  be  discontinued 
are  the  schedules  connecting  with  steamer  leaving  Alameda  pier  for 
San  Francisco  at  5.46  a.m.  and  the  ferry  steamer  leaving  San  Fran- 
cisco at  1.15  a.  m.  for  Alameda  pier  and  connecting  trains  for  Alameda. 

Witnesses  for  complainant  testified  as  to  the  inconvenience  that 
would  be  caused  patrons  using  the  early  trains  and  boat  for  San  Fran- 
cisco. Regular  patrons  comprise  persons  engaged  in  the  wholesale 
fruit  and  produce  business  in  San  Francisco,  letter  carriers  and  post- 
oflSce  clerks,  a  proprietor  of  a  livery  stable,  and  persons  residing  in 
Alameda  and  employed  in  San  Francisco  in  occupations  requiring  their 
arrival  at  an  early  hour.  Occasional  patrons  appear  to  be  persons  who 
desire  to  arrive  at  an  early  hour  in  San  Francisco  for  the  purpose  of 
making  train  connections  to  Marin  County  and  Northwestern  Pacific 
Railroad  points,  also  persons  engaged  in  the  shipping  industry  in 
various  capacities. 

The  objection  of  witnesses  for  complainant  to  the  discontinuance  of 
the  1.15  a.m.  boat  from  San  Francisco  and  its  connecting  trains  was 
voiced  as  to  regular  patrons  principally  by  musicians,  theatrical 
employees  and  others  having  employment  in  San  Francisco  and  resi- 
dence in  Alameda,  musicians  especially  being  affected.  The  occasional 
or  transient  patronage  accorded  this  scheduled  boat  and  connecting 
train  is  comprised  principally  of  residents  of  Alameda  who  may  desire 
to  attend  theaters,  entertainments  and  other  social  activities  in  San 
Francisco. 
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Defendant  filed  as  an  exhibit  a  statement  showing  results  from  opera- 
tion of  its  ferry  and  electric  suburban  lines  and  the  following  abstract 
of  totals  is  self-explanatory  : 

12  months  eodiog  5  mo&tbs  endlnjr 

December  3i.  1920  May  81, 1921 

Total   operating   revenues $8,654,095  20         $1,585,180  50 

Operating  expenses 4,160,980  86  1,671,408  92 

Taxes    191,830  99  83,221  98 

Total  expenses  and  taxes $4,352,820  35  $1,754,625  90 

Operating  loss ♦  698,725  15  ♦  169,445  40 

Note. — ♦Indicates  deficit. 

Mr.  P.  L.  Burckhalter,  assistant  general  manager  of  the  Southern 
Pacific  Company,  was  the  principal  witness  presented  by  defendant. 

His  testimtony  was  to  the  effect  that  the  necessity  for  economies 
prompted  defendant  company  to  desire  to  effect  a  curtailment  of  serv- 
ice that  greatly  exceeded  in  expense  the  revenue  derived;  that  com- 
paratively few  patrons  would  be  inconvenienced  by  the  curtailment 
of  service ;  and  that  a  substitute  service  had  been  proposed  in  lieu  of 
the  morning  trains  and  ferry  schedule  proposed  to  be  discontinued 
whereby  a  connection  would  be  made  via  Oakland  pier.  This  witness 
estimates  that  the  cost  of  the  boat  and  train  service  proposed  to  be 
abandoned  is  $2,132  per  month,  such  service  returning  an  approximate 
monthly  revenue  of  $305  per  month,  and  while  the  entire  expense  will 
not  be  eliminated  by  the  proposed  discontinuance  of  service,  he  esti- 
mates that  at  least  $1,025  per  month  will  be  the  direct  saving  if  the 
service  is  discontinued. 

Traffic  checks  made  at  intervals  during  the  period  from  May  11  to 
July  23,  1921,  inclusive,  show  the  following  daily  averages: 

Passengers  from  Alameda,  arriving  at  Alameda  pier  for  connection  with 

5.46  a.m.  boat  49 

Passengers  leaving  San  Francisco  on  1.15  a.m.  boat  for  Alameda  pier 39.5 

It  appears  from  the  evidence  that  the  early  morning  service  from 
Alameda  to  San  Francisco  has  been  operative  on  practically  the  same 
scheduled  time  since  the  road  was  first  opened  in  the  year  1863.  The 
late  boat  from  San  Francisco  to  Alameda  was  for  some  time  scheduled 
to  leave  at  1  a.m.  but  was  changed  to  the  1.15  a.m.  schedule  at  the  time 
of  the  Panama-Pacific  Exposition  in  1915. 

I  have  carefully  considered  all  the  evidence  and  the  exhibits  pre- 
sented at  the  hearing  on  this  proceeding  and  am  of  the  opinion  and 
hereby  find  as  a  fact  that  the  patronage  accorded  the  scheduled  boats 
and  connecting  trains,  which  are  proposed  to  be  discontinued,  has  not 
resulted  in  revenue  sufficient  to  meet  the  cost  of  operation  and  that  the 
discontinuance  of  such  scheduled  ferry  boats  and  connecting  trains 
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should  be  permitted  under  the  eonditions  appearing  in  the  following 
suggested  form  of  order. 

ORDER. 

A  public  bearing  haying  been  held  in  the  above  entitled  proceeding, 
the  matter  having  been  duly  submitted  and  the  Commission  being  fully 
advised,  and  basing  its  order  on  the  finding  of  fact  as  appearing  in 
the  opinion  which  precedes  this  order ; 

It  is  hereby  ordered,  that  defendant,  Southern  Pacific  Company,  be 
and  it  hereby  is  authorized  to  discontinue  the  operation  of  the  following 
scheduled  ferry  service  and  connecting  interurban  electric  trains: 

Leaving  Alameda  pier  for  San  Francisco  at  5.46  a.m. 

Leaving  San  Francisco  for  Alameda  pier  at  1.15  a.m. 

Provided,  however,  that  defendant,  Southern  Pacific  Company,  will 
be  required  at  the  time  of  discontinuing  ii\e  train  and  ferry  service 
now  arriving  at  San  Francisco  from  Alameda  pier  at  6.05  a.m.  to 
establish  interurban  train  service  from  Alameda  via  Oakland  pier, 
such  service  to  originate  at  a  time  which  will  permit  of  connection 
being  made  at  Oakland  pier  with  the  ferry  steamer  scheduled  to  arrive 
at  San  Francisco  at  6.10  a.m. 

It  is  hereby  further  ordered,  that  the  discontinuance  of  service  herein 
authorized  shall  not  be  made  effective  until  defendant.  Southern 
Pacific  Company,  shall  have  given  ten  days  notice  to  the  traveling 
public  by  posting  notices  on  all  its  steamers  assigned  to  the  Alameda 
pier  route,  at  its  ferry  terminal  in  San  Francisco,  at  all  stations  in  Ala- 
meda, and  by  advertisement  in  newspapers  of  general  circulation  in  the 
cities  of  San  Francisco  and  Alameda. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirty-first  day  of  August, 
1921. 


Decision  No.  9445. 

CITY  OF  BERKELEY 

V8, 

SOUTHERN  PACIFIC  COMPANY. 


Case  No.  1639. 
Decided  August  31,  1921. 

Passenger  Sebvicb— Discontinuance  of — When  Justified.— When  a  marked 
disparity  exists  between  the  revenue  derived  from  and  the  coat  of  a  service, 
it  should  be  eliminated,  provided  there  are  no  special  reasons  that  make  the 
service  essential  to  the  public  interest. 

Frank  V.  Cornish,  for  Complainant. 
E,  J.  FomM«,  for  Defeiulant 

Mabtin,  CammisHoner, 
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OPINION. 

City  of  Berkeley,  a  municipal  corporation,  complains  of  defendant, 
Southern  Pacific  Company,  and  alleges  a  proposed  discontinuance  of 
scheduled  ferry  service  and  connecting  interurban  trains  will  adversely 
affect  the  residents  of  the  city  of  Berkeley  and  the  Railroad  Commis- 
sion is  petitioned  to  withhold  its  consent  for  the  establishment  of  the 
proposed  schedules  and  to  continue  by  its  order  the  service  heretofore 
established  and  maintained. 

Defendant,  Southern  Pacific  Company,  filed  its  answer  denying  the 
material  allegations  of  the  complaint  and  alleging  that  the  service  pro- 
posed to  be  discontinued  has  been  operated  with  but  little  patronage 
by  the  public,  is  unremunerative,  and  that  the  proposed  changes  in 
methods  of  operation  incidental  to  the  reduction  of  service  are  neces- 
sary to  accomplish  the  desired  curtailment  of  expenses. 

Public  hearings  were  held  at  San  Francisco  on  July  26  and  August 
1,  1921,  the  matter  was  duly  submitted  and  is  now  ready  for  decision. 

The  service  proposed  to  be  discontinued  and  the  change  in  method 
of  operation  arising  therefrom  is  as  follows: 

Ferry  service  from  San  Francisco  via  Oakland  pier  and  connecting  electric  inter- 
urban trains  to  commence  at  7  p.m.  instead  of  at  8  p.m.  (on  a  forty-minute  head- 
way). 

Ferry  service  on  Saturday  and  Sunday  evenings  to  be  the  same  as  on  all  other 
evenings  of  the  week. 

Passengers  from  San  Francisco  for  Berkeley  via  the  Ninth  and  California  street 
lines  will  be  required  to  take  the  Ellsworth  street  line  at  Oakland  pier  and  transfer 
at  Shellmound  Junction  for  their  respective  stations,  excepting  on  trains  connecting 
with  ferry  boats  leaving  San  Francisco  daily  at  4.20  p.m.,  4.40  p.m.,  5  p.m., 
5.20  p.m.,  and  5.40  p.m.,  and  on  trains  connecting  with  ferry  boats  arriving  at  San 
Francisco  at  7.10  a.m.,  7.50  a.m.,  8.10  a.m.,  and  8.50  a.m.  daily,  and  7.30  a.nL 
daily  except  Sunday,  which  trains  will  operate  to  and  from  Oakland  pier  without 
change  as  at  present. 

Ferry  boat  leaving  San  Francisco  at  1.20  a.m.  daily  will  make  connection  with 
trains  for  Oakland  via  Seventh  street  line,  for  Berkeley  via  Shattuck  avenue  line; 
the  Ellsworth,  California  and  Ninth  street — Berkeley — lines  not  being  operated  as 
connecting  services. 

Ferry  boats  arriving  at  San  Francisco  at  2.05  a.m.  daily  and  6.10  a.m.  daily, 
except  Sunday,  will  make  connection  at  Oakland  pier  with  electric  interurban  trains 
originating  only  on  the  Oakland-Seventh  street  line  and  on  the  Berkeley-Shattuck 
avenue  line;  no  connection  being  made  with  the  Berkeley-California,  Ninth  street 
and  Ellsworth  lines. 

Witnesses  for  complainant  representing  the  Berkeley  Chamber  of 
Commerce,  Cragmont  Improvement  Club,  Affiliated  Berkeley  Clubs, 
Longfellow  Community  Association,  Northbrae  Improvement  Club 
and  Berkeley  Manufacturers'  Association  were  practically  unanimous 
in  voicing  their  objection  to  the  proposed  transfer  at  Shellmound 
Junction  during  other  than  the  morning  and  evening  hours  when  the 
heavy  commutation  travel  is  being  handled.  The  objections  were  based 
on  the  probability  of  delay,  the  inconvenience  to  passengers  by  reason 
of  a  change  of  cars  being  required,  the  lack  of  shelter  facilities  during 
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inclement  weather,  and  the  possible  hazard  of  accident.  Some  of  the 
testimony  of  witnesses  for  complainant  was  directed  to  the  change  from 
twenty -minute  to  forty-minute  headway  during  the  evening  hours  and 
it  was  suggested  that  this  diflSculty  might  be  overcome  if  arrangements 
were  made  for  alternate  forty-minute  service  during  the  evening  hours 
by  the  boats  and  trains  of  defendant,  Southern  Pacific  Company,  and 
the  Key  division  service  of  the  San  Francisco-Oakland  Terminal  Rail- 
ways as  regards  the  competing  service  serving  the  city  of  Berkeley. 
The  scope  of  the  present  proceeding  does  not  authorize  the  Commission 
to  direct  the  installation  of  the  suggested  alternate  service  by  the 
facilities  of  the  two  competing  lines,  although  the  idea  is  worthy  of 
consideration  by  the  defendant,  Southern  Pacific  Company,  not  only 
as  to  the  Berkeley  lines  of  its  electrified  system  but  in  general  as  to 
other  lines  of  its  system.  An  alternate  service  by  the  use  of  the  facil- 
ities of  the  competing  companies,  not  only  during  the  evening  hours 
but  in  the  off-peak  hours  when  the  heavy  commuting  travel  is  not  in 
evidence  might  well  result  in  a  conservation  of  operating  expense  to 
both  the  companies  without  depriving  the  public  and  their  patrons  of 
a  reasonable  and  satisfactory  service.  This  matter  is  one  that  would 
require  considerable  study  as  to  the  perfection  of  details  requisite  to 
properly  develop  the  service  and  such  arrangements  would  require  the 
interchange  of  tickets  in  that  commutation  and  other  tickets  should  be 
honored  irrespective  of  the  source  of  issue. 

Defendant,  Southern  Pacific  Company,  filed  as  an  exhibit  a  state- 
ment showing  results  from  operation  of  its  ferry  and  electric  suburban 
lines  and  the  following  abstract  of  totals  from  such  exhibit  is  self 
explanatory : 

12  months  ending  b  months  ending 

Deoemher  81, 1920  May  81, 1921 

Total   operating   revenues $3,654,095  20  $1,585,180  50 

Operating   expenses l    4,100,980  36  1,671,403  92 

Taxes    191,839  ^  83,221  98 

Total   expenses   and  taxes $4,352,820  35  $1,754,625  00 

Operating  loss ♦  698,725  15  ♦  169,445  40 

Note. — ^Indicates  deficit. 

Mr.  F.  L.  Burckhalter,  assistant  general  manager  of  the  Southern 
Pacific  Company,  was  the  principal  witness  presented  by  defendants. 
His  testimony  was  to  the  effect  that  the  necessity  for  economies 
prompted  defendant  to  desire  to  effect  a  curtailment  of  service  that 
greatly  exceeded  in  expense  the  revenue  derived  from  its  operation; 
that  certain  changes  in  the  method  of  handling  the  train  service  were 
requisite,  among  them  the  proposed  transfer  in  hours  of  light  travel  at 
Shellmound  Junction. 
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This  witness  estimated  cost  of  service  proposed  to  be  eliminated  and 
revenues  derived  therefrom  to  be  as  follows: 

Monthly       MoatUy 
cost  revenue 

EiiaunatiOD  of  connection  in  both  directions  with  Ellsworth, 
California  and  Ninth  street  lines  with  first  boat  at  Oakland 
pier    $531  00    $113  00 

Elimination  of  connection,  in  both  directions,  with  Ellsworth 
California  and  Ninth  street  lines  with  last  boat  at  Oakland 
pier    728  00      245  00 

Eliniination  of  CaHfomia  and  Ninth  street  lines  between  Shell- 
mound  Jimction  and  Oakland  pier  during  off-peak  or  heavy 
conmiutation  hours,  passengers  transferring  to  and  From 
Ellsworth  line  trains  when  originating  on  or  destined  to 
points  on  California  and  Ninth  street  lines 7,000  00      

Elimination  of  boat  and  train  mileage  by  commencement  of 
schedule  on  forty-minute  headway  after  7  p.m.  trip  from  San 
Francisco    4,880  00   2,200  00 

EHimination  of  boat  and  train  mileage  by  establishment  of 
schedule  on  forty-minute  headway  on  Saturday  and  Sunday 
nights  after  7  p.m.  trip  from  San  Francisco 8,300  00   4,400  00 

The  above  general  proposed  changes  with  other  minor  adjustments 
incidental  thereto  aggregate  an  estimated  nK>nthly  cost  of  $24,000,  of 
which  Mr.  Burckhalter  estimates  one-half  will  be  a  direct  saving  in 
operating  expense,  or  approximately  $12,000  per  month. 

Traffic  checks  made  at  intervals  during  the  period  from  May  11  to 
July  23,  1921,  inclusive,  show  the  following  daily  average  number  of 
passengers  carried: 

Passengers  from  Berkeley  arriving  at  Oakland  pier  to  connect  with  5.50  a.m. 
boat  for  San  Francisco: 

Ellsworth  line  8.1 

California  street  line 18.1 

Ninth  street  Hne 9.5 

Passengers  for  Berkeley  leaving  San  Francisco  on  1.20  a.m.  boat: 

Ellsworth   line  24. 

California  street  line 18.1 

Ninth   street   line   16.2 

Passengers  from  Berkeley  arriving  at  Oakland  pier  at  1.30  a.m.  to  connect 
with  last  boat  to  San  Fmndsco: 

Ellsworth  line  — ^ 9.8 

California    street    line 6. 

Ninth  street  line   7.9 

I  have  carefully  considered  all  the  testimony  and  exhibits  presented 
in  this  proceeding  and  am  of  the  opinion  that  the  defendant,  Southern 
Pacific  Company,  has  justified  the  necessity  for  the  proposed  curtail- 
ments of  service  in  that  such  service  has  returned  revenue  which  is  not 
comparable  with  the  expense  of  operations,  and  that  the  proposed  cur- 
tailment of  service  is  reasonable  and  should  be  permitted  inasmuch  as 
suflicient  patronage  is  not  accorded  the  service  to  warrant  its  con- 
tinuance. 

As  shown  above  the  evidence  indicates  that  the  principal  objections 
of  the  complainant's  witnesses  is  based  on  the  proposed  transfer  at 
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ShellmouBd  Junction  for  patrons  of  the  California  and  Ninth  street 
lines  during  hours  other  than  those  of  peak  commutation  travel,  the 
cars  of  the  Ellsworth  line  being  used  to  transport  passengers  between 
Shellmound  Junction  and  Oakland  pier  transferring  at  Shellmound 
Junction  to  and  from  cars  of  the  California  and  Ninth  street  lines. 
The  inconvenience  anticipated  will  not  prove  a  material  factor  owing 
to  the  stipulation  of  the  attorney  for  the  defendant,  Southern  Pacific 
Company,  that  on  all  trips  leaving  Oakland  pier  where  a  consolidation 
of  the  Ellsworth,  California  and  Ninth  street  lines  is  made  to  the  Ells- 
worth line  train  to  Shellmound  Junction  and  where  the  passengers  to 
be  transported  exceed  in  number  those  that  can  be  seated  in  a  single 
car,  the  defendant,  Southern  Pacific  Company,  proposes  to  c^erate 
additional  cars  in  the  Ellsworth  line  train  and  to  break  up  the  train  at 
Shellmound  Junction,  cars  running  thence  over  the  California  and 
Ninth  street  lines  for  the  accommodation  of  patrons  destined  to  points 
on  such  lines.  This  stipulation  will  be  made  a  portion  of  the  order 
in  this  proceeding. 

I  have  not  lost  sight  of  the  protest  of  the  witnesses  i(yr  complainant 
who  object  to  the  diminution  of  service  during  the  evening  hours 
and  on  Saturday  and  Sunday  nights.  These  witnesses,  representing 
civic  organizations  and  improvement  clubs,  naturally  do  not  look  with 
favor  on  any  diminution  of  service  to  and  from  their  respective  por- 
tions of  the  city  of  Berkeley.  It  must,  however,  be  apparent  to  all  the 
parties  interested  and  present  at  the  hearing  on  this  proceeding,  as 
it  is  to  this  Commission,  that  a  great  disparity  exists  between  the 
revenues  derived  from  the  service  proposed  to  be  diminished  and  the 
cost  of  furnishing  such  service  and  that,  in  the  interest  of  economy, 
service  that  is  not  patronized  to  a  point  which  will  approximately  meet 
its  direct  cost  should  be  eliminated  providing  there  are  not  special 
reasons  that  render  the  retention  vital  and  essential  to  the  public 
interest.  In  the  present  proceeding  I  am  convinced  that  no  unreason- 
able curtailment  is  proposed  in  the  adjustment  of  train  service  on 
week  days  after  the  hour  of  7  p.m.  and  on  Saturdays  and  Sundays. 

I  suggest  the  following  form  of  order : 

ORDER. 

Public  hearings  having  been  held  in  the  above  entitled  proceeding, 
the  matter  having  been  duly  submitted  and  the  Commission  being  fully 
advised ; 

It  is  hereby  ordered,  that  defendant,  Southern  Pacific  Company,  be 
and  the  same  hereby  is  authorized  to  make  the  following  changes  in 
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its  schedules  covering  the  operation  of  ferry  steamers  and  connecting 
interurban  trains : 

1.  Ferry  service  to  and  from  San  Francisco  via  Oakland  pier  and 
connecting  electric  interurban  trains  to  be  placed  on  a  forty-minute 
headway  daily,  such  forty-minute  service  to  commence  after  7  p.m. 

2.  Train  operation,  connecting  with  ferry  steamers  between  San 
Francisco  and  Berkeley  via  Oakland  pier  to  be  arranged  on  a  basis 
where  passengers  using  Ninth  and  California  street,  Berkeley  lines, 
will  be  transported  between  Oakland  pier  and  Shellmound  Junction 
via  the  trains  of  the  Ellsworth  street  line  excepting  on  trains  connect- 
ing with  ferry  boats  leaving  San  Francisco  daily  at  4.20  p.m.,  4.40 
p.m.,  5  p.m.,  5.20  p.m.  and  5.40  p.m.  and  on  trains  connecting  with 
ferry  boats  arriving  at  San  Francisco  at  7.10  a.m.,  7.50  a.m.,  8.10  a.m. 
and  8.50  a.m.  daily  and  7.30  a.m.  daily,  except  Sunday,  such  trains 
on  the  Ninth  street  and  California  Street  lines  to  operate  to  and  from 
Oakland  pier  without  change  as  at  present;  provided,  however,  that, 
in  accordance  with  the  stipulation  of  counsel  for  defendant  at  the 
hearing  in  this  proceeding,  on  all  trips  leaving  Oakland  pier  where  a 
consolidation  of  the  Ellsworth,  California  and  Ninth  street  lines  is 
made  to  the  Ellsworth  line  train  to  Shellmound  Junction  and  where 
the  passengers  to  be  transported  over  such  lines  exceed  in  number 
those  that  can  be  seated  in  a  single  car,  defendant,  Southern  Pacific 
Company,  will  be  required  to  operate  additional  cars  sufficient  to  afford 
seating  capacity  for  all  passengers  offering,  in  the  Ellsworth  line  train 
and  to  divert  cars  at  Shellmound  Junction  running  thence  over  the 
California  and  Ninth  street  lines  for  the  accommodation  of  passengers 
destined  to  points  on  such  lines. 

3.  Defendant,  Southern  Pacific  Company,  is  hereby  authorized  to  dis- 
continue electric  interurban  trains  connecting  with  ferry  boat  leaving 
San  Francisco  at  1.20  a.m.  daily  and  with  ferry  boats  arriving  at 
San  Francisco  at  2.05  a.m.  daily  and  6.10  a.m.  daily,  except  Sunday, 
on  Ellsworth,  California  and  Ninth  Street-Berkeley  lines. 

It  is  hereby  further  ordered,  that  discontinuance  and  rearrangement 
of  service  herein  authorized  shall  not  be  made  effective  until  defendant, 
Southern  Pacific  Company,  shall  have  given  ten  days  notice  to  the 
traveling  public  by  posting  notices  on  all  its  steamers  assigned  to  the 
Oakland  pier  route,  at  its  ferry  terminal  in  San  Francisco,  at  all  sta- 
tions in  Berkeley  and  Oakland  and  other  communities  served  by  con- 
necting electric  interurban  trains  originating  and  terminating  at  Oak- 
land pier,  and  by  advertisement  in  newspapers  of  general  circulation  in 
the  cities  of  San  Francisco,  Oakland  and  Berkeley. 
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The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirty-first  day  of  August, 
1921. 


Decision  No.  9450. 


IN    THE    MATTER    OF    THE    APPLICATION    OF    SAN    ANTONIO    HOME 
TELEPHONE  COMPANY  FOR  AN  ORDER  TO  LNCREASB  ITS  RATES. 

Application  No.  6059. 
Decided  August  31,  1921. 

Telephone  Rates — Discbimination. — Discrimination  in  rates  charged  stock- 
holders and  nonstockholders  is  not  allowed  by  the  Commission.  It  is  held  that 
stockholders  must  realize  their  return  on  investment  through  dividends. 

Telephone  Rates — Rebate. — ^I'he  furnishing  of  coupon  tickets  to  subscribers  by 
means  of  which  free  service  is  allowed  is  held  in  the  nature  of  a  rebate  and 
is  prohibited  by  law. 

Hugh  R.  Oshum,  for  Applicant. 

Bt  the  OoiiMiSBioir. 

OPINION. 

The  applicant  operates  a  telephone  system  between  Jolon  and  King 
City,  between  Jolon  and  Bradley  and  in  the  vicinity  of  Jolon,  Mon- 
terey County,  California.  Application  is  made  to  increase  the  rate 
paid  by  the  stockholders  of  the  company  from  $8  per  year  to  $15  per 
year,  and  to  increase  the  rate  paid  by  nonstockholders  from  $18  per 
year  to  $21  per  year.  This  increase  is  asked  for  the  purpose  of  pro- 
viding suflBcient  revenue  to  make  necessary  repairs  to  the  system,  to 
pay  outstanding  accrued  bills  and  to  obtain  funds  with  which  to  pur- 
chase a  new  switchboard. 

In  addition  to  the  above  rates,  applicant  has  also  in  effect  a  charge 
of  20  cents  on  calls  between  Jolon  and  King  City  and  between  Jolon 
and  Bradley  and  a  charge  of  10  cents  on  local  calls  from  the  Jolon 
exchange. 

A  public  hearing  was  held  upon  this  application  at  King  City  before 
Examiner  Satterwhite. 

The  system  is  comprised  principally  of  one  grounded  line  between 
Jolon  and  King  City,  a  distance  of  17  miles,  and  one  grounded  line 
between  Jolon  and  Bradley,  a  distance  of  23  miles.  The  company 
operates  an  exchange  office  at  Jolon  and  also  a  small  exchange  at  u 
point  known  as  **Glau,*'  which  is  in  the  line  between  Jolon  and  Brad- 
ley. There  is  a  line  known  as  the  Bryson  line  extending  from  Glau 
to  Pleyto  and  to  other  points,  and  there  are  a  few  subscribers  on  sep- 
arate abort  lines  connected  with  the  Jolon  exchange.     There  is  one 
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farmers'  lino  terminating  at  Jolon,  known  as  the  Qorda  line.  This 
entire  system  is  connected  with  the  lines  of  The  Pacific  Telephone  and 
Telegraph  Company  through  its  exchanges  at  King  City  and  Bradley. 
The  connection  is  on  a  farmer  line  basis  only,  the  applicant  paying 
to  The  Pacific  Telephone  and  Telegraph  Company  $3  per  year  for 
each  station  on  its  system.  On  March  8,  1921,  there  were  24  subscribers 
on  the  line  between  Jolon  and  King  City,  22  between  Jolon  and  Glau, 
20  between  Glau  and  Bradley,  and  a  total  on  all  lines  of  90.  Sub- 
scribers between  Jolon  and  King  City  can  call  King  City  directly  and 
those  between  Glau  and  Jolon  can  be  connected  with  King  City  through 
the  Jolon  exchange.  With  the  present  number  of  subscribers,  the 
lines  are  very  much  overloaded.  It  is  our  opinion  that  the  require- 
ments of  public  service  demand  that  this  situation  be  remedied  by  the 
construction  of  additional  lines.  The  applicant  should  reduce  the 
number  of  subscribers  per  line  to  10,  unless  it  can  be  shown  that  the 
conditions  on  its  system  are  of  such  a  special  nature  that  it  is  able  to 
render  efficient  telephone  service  otherwise. 

The  company  is  at  present  collecting  discriminatory  rates  from  its 
subscribers  and  from  the  public  in  several  ways.  In  the  first  place,  the 
stockholders  in  the  company  pay  $8  per  year  for  telephone  service 
while  nonstockholders,  or  so-called  renters,  pay  $18  per  year.  One 
rate  must  be  put  in  effect  for  stockholders  and  nonstockholders  alike. 
Stockholders  are  entitled  to  some  return  on  their  investment,  but  it 
must  be  in  the  form  of  dividends  declared  out  of  net  income. 

Another  case  of  discrimination  exists  in  the  manner  of  collecting 
an  ** other  line''  charge.  Subscribers  of  the  applicant  may  call  the 
King  City  central  office  through  the  Jolon  central  office  free  and  may 
also  call  subscribers  of  the  Pacific  company's  exchange  at  King  City 
through  the  Jolon  central  office  free.  However,  subscribers  of  the 
Pacific  company,  who  desire  to  call  subscribers  of  the  applicant 
through  the  King  City  central  office  and  through  the  Jolon  cen- 
tral office  are  recpiired  to  pay  an  **other  line"  charge  of  20 
cents  plus  5  cents  war  tax.  Through  the  operation  of  the  farmers' 
line  agreement  all  subscribers  of  the  applicant  are,  in  effect, 
subscribers  of  the  Pacific  company's  exchange  at  King  City.  There- 
fore the  collection  of  an  **other  line"  charge  is  discriminatory  under 
the  present  arrangement.  We  believe  that  the  applicant  may  be 
entitled  to  make  a  charge  for  the  use  of  its  line  by  nonsubscribers, 
but  both  the  subscribers  of  the  applicant  and  the  subscribers  of  the 
Pacific  company's  exchange  at  King  City  should  be  allowed  free  service 
to  stations  on  the  lines  of  either  company  when  the  calls  are  placed 
from  such  subscribers'  own  stations.  Any  subscriber  of  either  cbm- 
pany,  or  any  outsider,  desiring  to  place  a  call  from  the  central  office,  - 
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or  from  a  public  station  of  either  company  to  a  point  on  the  lines  of 
either  company  may  properly  be  charj^ed  for  the  service. 

Still  another  irregular  practice  exists,  namely,  the  furnishing  to  its 
subscribers  by  the  applicant  of  coupon  tickets,  by  the  use  of  which 
they  may  obtain  free  service  from  the  central  oflSce  of  the  Pacific 
company's  King  City  exchange  to  various  stations  on  the  applicant's 
system.    This  is  in  the  nature  of  a  rebate  and  is  prohibited  by  law. 

The  question  of  long  distance  service  between  points  on  the  system 
of  applicant  and  points  on  the  Pacific  company's  system,  beyond  King 
City  or  Bradley,  was  discussed  at  the  hearing.  In  view  of  the  size  of 
the  applicant's  exchange,  we  have  recommended  to  the  applicant  a 
toll  circuit  be  installed  between  its  exchange  and  the  King  City 
exchange,  and  we  have  suggested,  for  the  operation  of  this  circuit,  that 
a  connecting  company  agreement  be  entered  into  between  the  appli- 
cant and  the  Pacific  company.  By  means  of  this  agreement,  tolls 
would  be  collected  for  all  interexchange  calls.  Applicant  has  stated, 
however,  that  it  is  not  its  desire  at  the  present  time  to  construct  a  new 
toll  line  and  has  given  as  its  opinion  that  its  subscribers  would  be 
unwilling  to  pay  for  the  toll  service. 

It  is  claimed  that  a  number  of  its  subscribers  do  practically  all  of 
their  business  with  King  City  and  have  frequent  use  for  the  telephone. 
For  this  reason  the  cost  of  telephone  service  to  these  subscribers  would 
be  greatly  increased  by  establishing  toll  rates.  To  offset  this  increase, 
we  would  point  out  the  decreased  cost  of  exchange  service.  The  opera- 
tion under  a  connecting  company  toll  agreement  would  mean  the  dis- 
continuance of  the  present  rental  of  $3  per  station  per  month  to  the 
Pacific  company  for  farmer  line  service.  However,  in  view  of  the 
applicant's  desire  to  avoid  at  present  the  construction  of  a  new  toll 
circuit  in  addition  to  the  extensive  replacements  which  are  contem- 
plated and  also  in  view  of  the  fact  that  the  construction  of  new  circuits 
is  needed  to  relieve  the  present  overcrowded  lines,  we  are  willing  to 
allow  the  applicant  to  continue  its  present  practice  of  allowing  its 
subscribers,  when  calling  from  their  own  stations,  to  use  its  lines  for 
toll  purposes;  and  to  charge  nonsubscribers  for  the  use  of  its  facilities, 
but  only  in  the  manner  described  in  a  preceding  paragraph. 

An  inspection  of  the  applicant's  property  was  made  by  an  engineer 
of  the  Commission  and  an  inventory  was  also  prepared.  The  appli- 
cant has  outstanding  stock  amounting  to  $3,450.  This  amount  of 
money  was  paid  in  by  the  stockholders  for  the  original  construction 
of  the  system.  There  has  been  little  change  in  the  plant  since  its  con- 
struction in  1905  and  1906,  except  the  addition  of  new  telephone  instru- 
ments. Applying  unit  costs  used  in  appraising  other  plants  of  similar 
construction,  our  engineer  estimates  that  the  historical  reproduction 


Digitized  by 


Google 


500  CALIFORNIA  RAILROAD  COMMISSION  DECISIONS. 

cost  of  the  present  system  is  approximately  the  sum  of  $8,500.  This 
figure  includes  full  allowance  for  all  labor  and  superintendence  which 
must  have  been  required  in  the  constniction  of  the  system.  Also,  over- 
head costs  of  engineering,  interest  during  construction  and  general 
expense  have  been  estimated  and  included. 

This  system  was  originally  built  in  the  years  1905  and  1906.  The 
president  and  the  manager  of  the  company  both  testified  at  the  hear- 
ing that  replacements  must  now  be  made  of  instruments,  wire,  poles 
and  central  ofiBce  equipment.  The  sum  required  for  this  purpose  was 
not  named  and  we  understand  that  no  definite  estimate  has  been  made 
as  to  the  extent  to  which  replacement  work  should  be  undertaken  at 
the  present  time.  It  should  be  clearly  understood  that  present  and 
future  subscribers  can  not  be  required  to  pay  more  than  their  share 
of  replacement  costs.  In  the  past  no  provision  has  been  made  for 
depreciation,  while  at  the  same  time  the  stockholders,  who  are  also 
subscribers,  have  benefited  by  a  discriminatory  rate.  The  stockholders 
should  now  be  required  to  finance  the  replacements  which  should  have 
been  taken  care  of  by  the  gradual  accumulation  of  a  depreciation 
reserve.  Had  the  present  sixty  stockholders  paid  the  same  rate  as 
others,  namely,  $18  per  year,  instead  of  $8  per  year  during  the  fifteen 
years  of  the  company's  operation,  the  company's  income  would  have 
been  increased  by  $9,000.  From  this  amount  the  stockholders  would 
have  been  entitled  to  take  dividends.  Most  of  the  stockholders  had  an 
investment  of  $50,  this  being  10  shares  at  $5  each.  Assuming  yearly 
dividends  at  8  per  cent,  the  total  amount  thus  taken  out  by  stock- 
holders would  have  been  $3,600. 

Stockholders  have  paid  assessments  at  various  times.  Testimony 
was  received  at  the  hearing  showing  an  assessment  to  have  been  levied 
in  1914  at  60  cents  per  share ;  one  in  1918  at  25  cents  per  share,  and 
one  in  1921  at  50  cents  per  share.  Therefore,  six  hundred  shares  of 
stock  must  have  been  assessed  $810.  Deducting  the  above  sums, 
estimated  as  dividends  and  assessments,  from  the  estimated  additional 
income  of  $9,000  leaves  the  sum  of  $4,410.  The  sum  may  be  said  to 
represent  the  difference  between  what  the  service  actually  cost  the 
stockholders  and  what  it  would  have  cost  them  had  they  paid  the  same 
rate  as  the  nonstockholders.  If  it  is  a  fact  that  there  have  been  an 
average  of  more  than  sixty  stockholders,  or  if  the  assessments  levied 
were  not  collected  in  full,  then  our  estimate  of  $4,410  is  too  low  and 
the  stockholders  have  benefited  by  an  amount  even  greater.  It  is, 
therefore,  just  that  the  stockholders  should  now  be  required  to  furnish 
the  replacements  to  those  portions  of  the  plant  which  have  become 
depreciated. 
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In  regard  to  operating  costs  the  company's  manager,  Mr.  Merritt, 
submitted  the  following: 

Operating  revenue,  Jan.  1,  1920,  to  Dec.  ai,  1920 $989  50 

Operating  expenses,  Jan.  1,  1920,  to  Dec  31,  1920 1,103  19 

Our  engineer  estimated  that  the  future  annual  revenue  under  the 
present  rates  would  be,  if  all  accounts  were  collected,  $1,202,  and  the 
future  annual  expense  would  be  $1,223.  Allowing  as  expense  a  depre- 
ciation annuity  of  $382  gives  a  total  operating  expense  of  $1,605.  This 
would  result  in  a  deficit  of  $403. 

It  is  estimated  that  the  rates  hereinafter  provided  will  produce  a 
total  revenue  of  $2,090.  The  net  income,  which,  it  is  estimated,  will 
be  derived  from  this,  will  provide  a  return  of  5.7  per  cent  on  $8,500 
and  14  per  cent  on  $3,450,  the  original  cost. 

ORDER. 

San  Antonio  Home  Telephone  Company,  having  applied  for  an 
order  to  increase  its  telephone  rates  in  Jolon  and  vicinity,  the  matter 
having  been  heard  and  submitted: 

It  is  hereby  found,  that  the  rates  heretofore  charged  for  telephone 
service  by  said  applicant  are  unjust,  unreasonable  and  discriminatory, 
and  that  the  rates  hereinafter  provided  are  just,  reasonable  and  non- 
discriminatory. 

Basing  its  conclusions  herein  upon  said  finding  and  upon  the  facts 
set  forth  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  by  the  Railroad  Commission,  that  said  appli- 
cant be  and  it  is  hereby  authorized  to  file  with  the  Railroad  Commis- 
sion, within  thirty  days  from  the  date  of  this  order,  and  thereafter 
so  long  as  the  present  manner  of  operation  on  a  farmer  line  basis  is 
continued,  or  until  otherwise  ordered,  to  charge  and  collect  rates  in 
accordance  with  the  following  schedule: 

Exchange  party  line  service,  wall  telephone,  per  year ^21  00 

Farmer  line  service,  per  year 6  00 

Toll  service,  local  calls,  each 10 

Toll  serfice  between  King  City  and  Jolon,  or  between  Bradley  and 

Jolon,  each  call  20 

The  above  charges  for  toll  service  may  be  made  only  in  those  cases 
which  are  specifically  stated  in  the  opinion  preceding  this  order. 

Dated  at  San  Francisco,  California,  this  thirty-first  day  of  August, 
1921. 
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Decision  No.  9453. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  SONOMA  VALLEY 
WATER,  LIGHT  AND  POWER  COMPANY  FOR  PERMISSION  TO 
PURCHASE  THE  SONOMA  CITY  WATER  WORKS  AND  THE 
SONOMA  VISTA  WATER  COMPANY,  AND  PERMISSION  TO  ISSUE 
ONE  HUNDRED  THOUSAND  DOLLARS  PREFERRED  STOCK,  SAID 
STOCK  TO  HAVE  PREFERENCE  BOTH  AS  TO  ASSETS  AND  EARN- 
INGS, AND  TO  OPERATE  THE  COMBINED  PROPERTIES  AS  ONE, 
AND  TO  EXTEND  AND  CONSOLIDATE  THE  DISTRIBUTING  SYS- 
TEMS OF  THE  THREE  PROPERTIES  AND  TO  PUT  A  CONCRET'E 
BOTTOM  IN  THE  RESERVOIR  OF  THE  APPLICANT. 


Supplemental  Apfplieation  No.  6637. 
Decided  August  31,  1921.'     i 


W,  Chester,  for  Sonoma  Valley  Water,  Light  and  Power  Gompl^l^«f'> 
R.  E,  Child,  for  W.  W.  Kraner,  Incorporated. 

LovELAND,  CoTMnisaioner. 

FIRST   SUPPLEMENTAL   OPINION. 

On  July  2,  1921,  the  Railroad  Commission  made  an  order  in  the 
above  entitled  matter,  declaring  that  it  will  not  authorize  Sonoma  Val- 
ley Water,  Light  and  Power  Company  to  issue  $260,000  face  value  of 
bonds  until  the  company  has  secured  in  cash  at  least  $100,000  from 
its  present  or  future  stockholders. 

On  August  23,  Sonoma  Valley  Water,  Light  and  Power  Company 
filed  a  supplemental  application  in  the  above  entitled  matter  for  per- 
mission to  issue  $100,000  of  8  per  cent  cumulative  preferred  stock. 
From  the  testimony  of  W.  Chester,  president  of  Sonoma  Valley  Water, 
Light  and  Power  Company,  it  appears  that  the  company  has  modified 
its  plans  since  the  original  application  was  heard  and  submitted.  At 
this  time,  the  company  does  not  intend  to  issue  any  bonds  nor  acquire 
any  nonoperative  properties,  nor  construct  the  dam  and  reservoir  to 
which  reference  is  made  in  the  Commission's  decision  of  July  2.  The 
company  now  intends  to  acquire  only  the  operative  properties  of  the 
Sonoma  City  Water  Works,  a  partnership  whose  members  are  Louisa 
V.  de  Emparan  and  Marie  V.  de  Cutter,  and  the  operative  properties 
of  the  Sonoma  Vista  Water  Company.  Arrangements  are  also  being 
made  to  secure  water  from  the  0  'Brien  ranch  and  continue  in  effect  an 
option  to  acquire  the  ranch. 

The  testimony  shows  that  if  the  properties  which  the  Sonoma  Valley 
Water,  Light  and  Power  Company  intends  to  acquire  are  consolidated 
with  those  now  owned  by  the  company,  the  company  should  be  in  a 
position  to  give  greatly  improved  service  and  will  have  adequate  water 
supply  to  meet  the  domestic  needs  of  the  consumers  now  connected 
with  the  various  systems.  It  may  be  that  some  water  will  be  available 
for  sale  for  irrigation  use. 


Digitized  by 


Google 


CALIFORNIA  RAUiROAD  COMMISSION  DECISIONS.  503 

Sonoma  Valley  Water,  Light  and  Power  Company  has  an  authorized 
stock  issue  of  $100,000,  all  of  which  is  outstanding.  Substantially  all 
of  the  stock  is  owned  by  W.  Chester,  president  of  the  company.  The 
property  which  the  company  now  owns  is  reported  to  consist  of  304.5 
acres  of  land  located  about  one  mile  west  of  El  Verano,  a  town  lot  in 
Sonoma,  two  franchises— one  from  the  city  of  Sonoma  and  the  other 
from  the  county  of  Sonoma — two  small  intake  dams  on  Carriger  Creek, 
one-half  mile  of  8-inch  casing  and  one-half  mile  of  4-inch  wood  stave 
pipe  leading  to  the  storage  reservoir,  a  10,000,000-gallon  stone  and 
concrete  reservoir  for  storage  purposes,  one-half  mile  of  8-inch  casing 
and  three  and  one-half  miles  of  8-inch  wood  stave  pipe  leading  into 
and  through  the  town  of  Sonoma,  three  miles  of  4-inch  wood  stave  pipe, 
one  mile  of  2-inch  cast-iron  pipe,  300  feet  of  other  cast-iron  pipe, 
together  with  connections  and  laterals  for  about  175  consumers.  The 
testimony  and  record  shows  that  the  water  plant  as  a  whole  is  in  a 
poor  state  of  repair  and  operating  condition.  The  reservoir  can  not  be 
used  in  its  present  condition,  practically  no  service  is  rendered  in  the 
to\vn  of  Sonoma  and  the  company,  instead  of  serving  175  consumers, 
has  but  75,  and  during  the  past  few  years  has  experienced  and  is  at 
present  experiencing  considerable  trouble  in  giving  proper  service  to 
these.  Considering  the  service  conditions  of  the  properties  of  Sonoma 
Valley  Water,  Light  and  Power  Company,  the  amount  of  money  that 
must  be  expended  for  the  improvement  of  the  properties  and  other 
facts  before  the  Commission,  I  believe  that  the  amount  of  stock  now 
outstanding  is  excessive.  I  am  of  the  opinion  that  $50,000  of  the  out- 
standing stock  should  be  turned  back  into  the  company's  treasury  and 
in  no  manner  disposed  of  except  as  hereafter  authorized  by  the  Com- 
mission. 

W.  Chester  reported  that  consideration  is  being  given  to  the  organi- 
zation of  a  new  company  and  have  such  company  acquire  the  prop- 
erties of  the  Sonoma  Valley  Water,  Light  and  Power  Company  and 
issue  common  stock  in  payment  for  the  properties  and  issue  and  sell 
preferred  stock  to  secure  new  capital.  If  such  a  step  is  taken,  it  will 
be  necessary  for  the  new  company  to  file  with  the  Commission  a  formal 
application  for  permission  to  issue  stock  and  acquire  properties.  The 
owners  of  the  properties  which  the  new  company  intends  to  acquire 
must  also  ask  permission  to  sell  their  properties  to  the  new  company. 
The  organization  of  a  new  company  may  simplify  the  readjustment  of 
the  capitalization  of  the  properties  now  owned  by  Sonoma  Valley 
Water,  Light  and  Power  Company.  At  this  time,  the  only  company 
before  the  Commission  for  permission  to  issue  preferred  stock  is  the 
Sonoma  Valley  Water,  Light  and  Power  Company,  and  the  authority 
herein  granted  will  necessarily  be  confined  to  that  company. 
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The  Sonoma  Valley  Water,  Light  and  Power  Company  asks  permis- 
sion to  use  the  proceeds  obtained  from  the  sale  of  its  stock  for  the 
following  purposes: 

To  pay  indebtedness ^ $10,000  00 

To  put  a  concrete  bottom  in  reservoir  of  Sonoma  Valley  Water,  Light 

and  Power  Company 8/XX)  OO 

To  purchai>e  the  operative  properties  of  Sonoma  City  Water  Works 30,000  CO 

To  purchase  the  properties  of  Sonoma  Vista  Water  Company 10,650  00 

To  expend  for  extensions,  betterments,  meters  and  other  improvements 21,350  OO 

Total    $80,000  00 

Ihe  order  herein  will  provide  that  no  proceeds  from  the  sale  of  the 
stock  shall  be  expended  for  the  above  purposes  except  as  hereafter 
authorized  by  the  Commission.  An  order  authorizing  the  disbursement 
of  the  proceeds  will  be  made  as  soon  as  the  Commission  is  satisfied 
that  enough  stock  can  be  sold  to  assure  the  consummation  of  the  plans 
of  the  company  as  outlined  in  the  supplemeQtal  application.  The 
transfer  of  the  properties  will  also  be  covered  in  a  supplemental  order. 
There  should  be  filed  forthwith  a  description  of  the  operative  prop- 
erties of  the  Sonoma  City  Water  Works  and  also  a  description  of  the 
properties  of  the  Sonoma  Vista  Water  Company. 

Sonoma  Valley  Water,  Light  and  Power  Company  asks  permission 
to  sell  8  per  cent  cumulative  preferred  stock  at  $80  net  per  share.  It 
has  made  no  final  arrangements  for  the  sale  of  stock,  but  it  appears 
from  the  record  that  a  firm  is  willing  to  act  as  the  company's  agent 
to  sell  the  stock.  The  firm  expects  a  20  per  cent  commission,  assuming 
that  it  can  sell  the  stock  at  par.  I  am  willing  to  allow  the  payment 
of  such  a  commission  only  because  of  the  unusual  conditions  under 
which  the  properties  have  been  operated.  It  is  expected,  however, 
and  the  order  herein  will  so  provide,  that  the  agent  must  pay  all 
expenses  incident  to  the  sale  of  stock,  such  as  the  cost  of  advertising, 
his  traveling  expenses,  printing  prospectuses,  etc.  The  stock  must  be 
sold  for  not  less  than  $80  net  to  the  company.  If  the  company's  agent 
is  not  able  to  sell  the  stock  for  par,  he  may  be  paid  only  such  com- 
mission as  amounts  to  the  difference  between  80  and  the  selling  price 
of  the  stock.  Should  it  be  possible  for  the  agent  to  sell  the  stock  above 
par,  the  commission  which  may  be  paid  to  the  agent  will  be  limited  to 
20  per  cent  of  the  par  value  of  the  stock.  The  payments  of  the  agent's 
commission  shall  be  proportional  to  the  amount  of  money  actually 
paid  on  any  stock  8ul)Scription.  All  moneys  not  allowed  for  the  pur- 
pose of  paying  commissions  shall  be  deposited  in  a  bank  or  banks  and 
not  expended  for  any  purposes  except  as  may  hereafter  be  permitted 
by  the  Commission.     If  the  company  is  unable  to  sell  enough  stock 
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to  go  forward  with  its  plans,  as  outlined  in  the  supplemental  applica- 
tion filed  in  this  proceeding,  the  money  deposited  in  a  bank  or  banks 
must  be  returned  to  the  purchasers  of  the  stock. 
I  herewith  submit  the  following  form  of  order : 

FIRST  SUPPLEMENTAL  ORDER. 

Sonoma  Valley  Water,  Light  and  Power  Company  having  applied 
to  the  Railroad  Commission  for  permission  to  issue  $100,000  of  8  per 
cent  cumulative  preferred  stock  and  to  acquire  properties,  and  the 
owners  of  the  properties  which  the  company  intends  to  acquire  having 
asked  permission  to  sell  such  properties,  a  public  hearing  having  been 
held  and  the  Commission  being  of  the  opinion  that  an  order  should 
be  made  at  this  time  permitting  Sonoma  Valley  Water,  Light  and 
Power  Company  to  issue  and  sell  8  per  cent  cumulative  preferred 
stock  subject  to  the  conditions  of  this  order; 

It  is  hereby  ordered,  that  Sonoma  Valley  Water,  Light  and  Power 
Company  be  and  it  is  hereby  authorized  to  issue  not  exceeding  $100,000 
of  its  8  per  cent  cumulative  preferred  stock. 

The  authority  herein  granted  is  subject  to  the  following  conditions : 

1.  The  authority  herein  granted  shall  not  become  effective  until  the 
present  holders  of  stock  of  the  Sonoma  Valley  Water,  Light  and  Power 
Company  have  turned  back  into  the  treasury  of  that  company  $50,000 
of  the  outstanding  stock. 

2.  The  stock  herein  authorized  to  be  issued  shall  be  sold  by  Sonoma 
Valley  Water,  Light  and  Power  Company  for  cash,  at  not  less  than 
$80  net  to  the  company.  Of  the  proceeds  realized  from  the  sale  of  the 
stock,  the  company  may  pay  as  a  commission  or  brokerage  fee  an 
amount  equal  to  20  per  cent^of  the  par  value  of  the  stock,  assuming 
that  the  stock  is  sold  by  the  agent  at  par  or  more.  If  the  stock  is  sold 
by  the  agent  for  less  than  par,  the  commission  or  brokerage  fee  which 
may  be  paid  must  be  limited  to  the  difference  between  the  selling  price 
of  the  stock  and  80.  The  payment  of  the  commission  or  brokerage  fee 
shall  be  proportional  to  the  amount  of  cash  actually  paid  by  the  stock 
subscribers.  All  proceeds  other  than  the  amount  which  is  herein  per- 
mitted to  be  paid  as  a  commission  or  a  brokerage  fee  must  be  deposited 
by  the  Sonoma  Valley  Water,  Light  and  Power  Company  in  a  bank  or 
banks  and  not  expended  for  any  purpose  other  than  that  hereafter 
authorized  by  the  Railroad  Commission.  All  expenses,  such  as  the  cost 
of  advertising,  traveling  expenses,  printing  prospectuses,  etc.,  incident 
to  the  sale  of  the  »stock  must  be  paid  by  the  agent  of  the  company  out 
of  the  commission  or  brokerage  fee  herein  permitted  to  be  paid. 
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3.  Sonoma  Valley  Water,  Light  and  Power  Company  shall  file  with 
the  Commission  the  name  and  postoffice  address  of  each  stock  sub- 
scriber, together  with  the  amount  of  stock  subscribed,  price  at  which 
the  subscriber  has  agreed  to  purchase  the  stock  and  the  payments  made 
by  each  subscriber,  such  information  to  supplement  the  reports  called 
for  by  the  Commission's  General  Order  No.  24. 

4.  Sonoma  Valley  Water,  Light  and  Power  Company  shall  file  with 
the  Commission  a  copy  of  its  prospectus,  if  any  is  printed  and  dis- 
tributed, a  copy  of  its  stock  subscription  agreement  and  a  copy  of  each 
and  every  agreement  under  the  terms  of  which  any  individual  or 
individuals  are  employed  to  act  as  agent  or  salesman  for  the  company 
to  sell  the  stock  herein  authorized.  The  stock  subscription  agreement 
shall  contain  a  provision  to  the  effect  that  the  company  agrees  to 
return  to  the  subscriber,  in  the  event  not  enough  stock  can  be  sold  to 
carry  out  the  company's  plans,  the  amount  paid  by  the  stock  subscriber 
less  the  commission  or  brokerage  fees  allowed  by  the  Railroad  Com- 
mission, and  less  such  other  expenses  as  the  Railroad  Commission  may 
authorize  the  company  to  pay. 

5.  On  each  stock  subscription  agreement  and  on  any  prospectus  dis- 
tributed by  Sonoma  Valley  Water,  Light  and  Power  Company  shall 
appear  this  language: 

While  the  Railroad  Ck)mmi88ioii  has  authorized  the  issue  and  sale  of  this  stock, 
its  order  is  permissive  only  and  does  not  constitute  a  recommendation  or  endorse- 
ment of  the  stock. 

6.  Sonoma  Valley  Water,  Light  and  Power  Company  shall  keep  such 
record  of  the  issue  and  sale  of  the  stock  herein  authorized  and  of  the 
disposition  of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the 
twenty-fifth  day  of  each  month,  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far 
as  applicable,  is  made  a  part  of  this  order. 

7.  The  authority  herein  granted  will  apply  only  to  such  stock  as 
may  be  issued,  sold  and  delivered  on  or  before  December  15,  1921. 

The  foregoing  first  supplemental  opinion  and  first  supplemental 
order  are  hereby  approved  and  ordered  filed  as  the  first  supplemental 
opinion  and  first  supplemental  order  of  the  Railroad  Commission  of 
the  State  of  California. 

Dated  at  San  Francisco,  California,  this  thirty-first  day  of  August, 
1921. 
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Decision  No.  9454. 

in  the  matter  of  the  application  of  james  a.  murray, 
william  g.  henshaw  and  ed  fletcher,  copartners, 
doing  business  under  the  firm  name  and  style  of  the 

CUYAMACA  WATER  COMPANY,  FOR  AN  ORDER  AUTHORIZING 
AND  ESTABLISHING  A  SURCHARGE  TO  PAY  FOR  THE  COST  OF 
OPERATION   OF   PUMPING   FROM    UNDERGROUND   RESERVOIRS. 


Application  No.  6767. 
Decided  September  1,  1921. 


Charles  C.  Crouch^  for  Applicant. 

Ed  Fletcher,  for  William  G.  Henshaw  and  Ed  Fletcher. 

W.  C.  Earlc,  for  City  of  San  Diego. 

JesMe  George  and  Clarence  S,  Preston,  for  J.  C.  Brewer  et  al,  and  Robert  Ross  et  al., 

Protestants. 
George  Russell  and  O.  W.  Cotton,  for  Fairmount  Water  Company. 
Arthur  T.  French,  for  City  of  East  San  Diego. 
J.  H,  Halley,  for  Lemon  Grove  Mutual  Water  Company. 
J.  N.  C.  Warren,  for  Helix  Mutual  Water  Company. 
John  T,  Scott,  for  La  Mesa  Mutual  Water  Company. 
W.  W,  Clary,  for  Railroad  Commission  of  California. 

Mabtin,  Commissioner. 

OPINION. 

Applicants  herein  ask,  in  effect,  permission  to  collect  a  surcharge  of 
two  and  one-half  (2^)  cents  per  one  hundred  cubic  feet  for  all  water 
delivered  to  their  consumers,  alleging  that  it  is  necessary  to  conserve 
the  stored  water  by  pumping,  and  that  the  cost  of  this  pumping  is  not 
provided  for  in  the  rates  as  now  fixed. 

A  public  hearing  was  held  in  this  matter  at  San  Diego,  of  which 
hearing  all  of  applicant's  consumers  were  notified  and  given  an  oppor- 
tunity to  appear  and  be  heard. 

Applicant's  principal  source  of  supply  is  the  San  Diego  River  and 
its  tributaries,  the  summer  flow  of  which  is  augmented  by  storing 
storm  water  in  the  Cuyamaca  and  Murray  reservoirs.  The  supply  is 
further  increased,  when  necessary,  by  pumping  from  wells  sunk  in  the 
San  Diego  River  bed  at  the  El  Monte  pumping  station,  located  near 
Lakeside.  It  is  also  possible  to  pump  water  from  the  Murray  reser- 
voir to  a  higher  elevation  with  the  La  Mesa  booster  plant.  These  two 
plants  are  operated  only  when  there  is  a  shortage  of  water  in  the 
Cuyamaca  reservoir.  There  are  several  other  small  pumping  plants, 
which  are  used  every  year  to  pump  the  water  to  certain  areas  not 
reached  by  gravity.  The  service  area  is  divided  into  three  districts: 
the  flume  service,  which  can  be  supplied  from  Cuyamaca  reservoir  or 
the  El  Monte  pump;  the  high  service,  which  can  be  supplied  from 
Cuyamaca  reservoir,  the  El  Monte  pump  or  the  La  Mesa  booster;  the 
low  service,  which  can  be  supplied  from  the  higher  sources,  if  neces- 
sary, but  regularly  supplied  wholly  from  the  Murray  reservoir.    For 
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a  more  detailed  description  of  applicant's  system,  its  history  and  other 
data  relating  to  its  operation,  reference  is  made  to  Decision  No.  8145, 
In  the  matter  of  the  application  of  James  A,  Murray,  Wm,  O.  Henshaw 
and  Ed  Fletcher,  doing  business  under  the  firm  name  and  style  of  the 
Cuyamaca  Water  Company,  for  an  order  authorizing  and  permitting 
an  increase  in  the  rentals,  tolls  and  charges  for  water  furnished  by 
them  and  service  rendered  by  them  in  furnishing  waier  in  Ifie  County 
of  San  Diego,  Application  No.  4515 ;  In  the  matter  of  the  application 
of  James  A.  Murray,  Wm,  G.  Henshaw  and  Ed  Fletcher,  doing  busi- 
ness under  the  firm  name  and  style  of  the  Cuyam^ica  Water  Company, 
for  an  order  authorizing  and  permitting  them  to  place  a  surcharge  upon 
their  present  rentals,  tolls  and  charges  for  water  furnished  by  them, 
such  surcharge  being  necessary  on  account  of  the  increased  cost  of 
operation,  Application  No.  4670;  Robert  Ross  et  al,  vs.  James  A, 
Murray  et  al,  Case  No.  1272,  decided  September  24,  1920. 

The  capacity  of  Cuyamaca  reservoir  when  full  is  11,595  acre  feet. 
On  June  1,  1921,  there  were  only  3651  acre  feet  of  water  stored  in 
Cuyamaca  reservoir,  which  is  not  a  sufficient  amount  to  supply  the 
tiume  service  and  the  high  service  throughout  the  year.  Applicants 
introduced  evidence  to  show  that  the  deficiency  should  be  overcome  by 
operating  the  El  Monte  pumping  plant  for  a  period  of  five  months 
in  1921,  at  a  total  cost  of  approximately  $19,200.  Commission's  engi- 
neer, Mr.  M.  E.  Ready,  submitted  a  report  in  which  he  estimated  that 
by  exhausting  the  storage  in  Cuyamaca  reservoir  the  cost  of  pumping 
at  the  El  Monte  plant  would  be  reduced  to  about  $7,326. 

Evidence  was  also  introduced  to  show  that  the  La  Mesa  booster  pump 
can  be  operated  at  a  much  lower  cost  per  acre  foot  than  the  El  Monte 
plant.  It  was  also  shown  that  more  than  one-half  of  the  Lemon  Grove 
consumers,  who  in  previous  years  have  been  supplied  from  the  high 
service,  can  be  supplied  this  year  by  gravity  from  Murray  reservoir. 

It  appears  that  the  average  pumping  expense  for  the  last  five  years 
has  been  $2,072,  exclusive  of  the  operation  of  the  El  Monte  plant. 
However,  this  plant  was  operated  only  during  the  season  of  1919 
within  this  period,  and  then  for  a  total  of  only  40  days,  at  an  operating 
cost  of  $3,686.  In  that  year  the  company  was  permitted  to  collect  a 
surcharge,  the  total  of  which  was  much  larger  than  the  actual  operating 
expense. 

In  the  schedule  of  rates  established  in  Decision  No.  8145,  supra,  this 
Commission  recognized  the  necessity  of  pumping  operations  on  this 
system.  It  recognized  the  fact  that  past  experience  has  shown  that  the 
operation  of  the  El  Monte  plant  was  not  necessary  each  year.  How- 
ever, there  was  included  in  the  rates  there  established,  and  still  in 
effect,  a  sum  which  was  anticipated  to  be  ample  to  cover  the  whole  cost 
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of  pumping  over  a  series  of  years — an  excess  accumulating  in  a  year 
of  copious  natural  supply  of  water,  offsetting  a  deficit  in  years  of 
meager  supply.  It  was  not  conclusively  shown  that  this  provision  in 
the  present  rates  is  inadequate  to  meet  the  purpose  for  which  it  was 
intended. 

After  carefully  considering  all  the  evidence  it  would  appear  that 
the  applicants  can  operate  during  the  season  of  1921  by  drawing  a 
portion  of  the  water  from  Cuyamaca  reservoir,  supply  the  deficiency 
by  pumping  from  Murray  reservoir  and  at  El  Monte,  and  give  adequate 
service  to  their  consumers.  It  would  appear  that  the  cost  of  this  neces- 
sary function  is  properly  provided  for  in  the  rates  already  in  effect, 
and  the  application  should  therefore  be  denied. 

The  following  form  of  order  is  submitted : 

ORDER. 

James  A.  Murray,  William  6.  Henshaw  and  Ed  Fletcher,  copartners, 
doing  business  under  the  firm  name  and  style  of  the  Cuyamaca  Water 
Company,  having  applied  for  an  order  authorizing  and  establishing  a 
surcharge  to  pay  for  the  cost  of  operation  of  pumping  from  under- 
ground reservoirs,  a  public  hearing  having  been  held  and  the  matter 
having  been  submitted: 

It  is  hereby  found  as  a  fact,  that  the  rates  at  present  in  eflfeet  are 
ample  to  cover  the  necessary  costs  of  pumping  on  this  system  when 
considered  over  a  period  of  years  and  that  the  necessity  of  adding  a 
surcharge  at  this  time  to  such  established  rates  does  not  exist. 

And  basing  its  order  upon  the  foregoing  findings  of  fact  and  upon 
the  statements  of  fact  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  the  above  application  be  and  it  is  hereby 
denied. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  first  day  of  September, 
1921. 


Decision  No.  9455. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  COLONY  HOLDING  COR- 
PORATION FOR  AUTHORIZATION  TO  MAIN!  AIN  AND  OPERATE 
TELEPHONE  LINES  (NO  EXCHANGE)  WITHIN  THE  BOUNDARIES 
OF  ATASCADERO,  CALIFORNIA. 


Application  No.  6362. 
Decided  September  3,  1921. 


Telephone  GebTificate — Fabmer  Line. — ^Application  to  operate  a  privately 
owned  telephone  system  as  a  farmer  line  denied,  the  Commission  holding  that 
fanaen'  lines  tliould  be  owned  by  the  mbscriben. 
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Sebvice — Responsibility  fob. — A  certificate  will  not  be  issued  when  the  applicant 
is  not  willing  to  assume  full  responsibility  for  service  required  under  the 
Public  Utilities  Act. 

By  tub  Commission. 

OPINION. 

Colony  Holding  Corporation,  applicant  in  this  proceeding,  is  engaged 
in  the  business  of  subdividing  and  selling  real  estate,  the  property 
handled  being  known  as  Atascadero.  The  applicant  has  constructed 
telephone  lines  on  this  property,  connecting  the  same  with  the  exchange 
of  The  Pacific  Telephone  and  Telegraph  Company  at  Atascadero,  for 
its  own  use  and  for  the  use  of  the  colonists  who  have  purchased  land. 

It  having  been  called  to  .the  attention  of  the  applicant  that  it  was 
collecting  rates  from  its  patrons  for  telephone  service  without  legal 
authority,  applicant  thereafter  filed  with  the  Commission  its  request 
for  authorization  to  operate  and  maintain  a  farmer  line  system  in 
Atascadero,  California,  outside  of  the  territory  served  by  The  Pacific 
Telephone  and  Telegraph  Company  and  to  file  and  make  effective  a 
certain  schedule  of  rates. 

The  territory  served  by  The  Pacific  Company,  referred  to  above,  is 
described  by  applicant  as  being  within  the  three-quarter  mile  radius 
from  the  exchange  central  oflSce. 

A  public  hearing  was  held  at  Atascadero  by  Examiner  Satterwhite. 

Evidence  was  presented  by  The  Pacific  Telephone  and  Telegraph 
Company  showing  that  it  is  prepared  to  serve  and  is  serving  the  ter- 
ritory, to  serve  which  the  applicant  now  seeks  authorization. 

Testimony  was  given  by  Mr.  Scares,  vice  president  and  general  man- 
ager for  the  applicant,  to  the  effect  that  The  Pacific  Company  is  now 
serving  territory  beyond  its  three-quarter  mile  exchange  area,  namely, 
the  subdivision  known  as  Eaglet  on  the  south  and  the  North  Highway 
district  on  the  north. 

The  subscribers  of  the  applicant  are,  in  eflEect,  subscribers  of  The 
Pacific  Company,  since  their  telephone  stations  are  directly  connected 
with  The  Pacific  Company's  exchange. 

The  testimony  showed  that  the  applicant  did  not  desire  to  assume 
full  accountability  to  the  public  for  service  such  as  would  be  required 
of  it,  should  it  be  authorized  by  the  Commission  to  charge  and  collect 
rates. 

In  view  of  the  fact  that  The  Pacific  Company  is  now  serving  and 
is  prepared  to  extend  further  service  in  this  territory  it  is  our  opinion 
that  public  convenience  and  necessity  do  not  require  that  this  appli- 
cation be  granted. 

The  ownership  and  maintenance  of  the  farmer  lines,  by  means  of 
which  the  applicant's  subscribers  are  connected  with  The  Pacific  Com- 
pany's exchange,  should  be  in  the  hands  of  the  subscribers  themselves. 
The  applicant  should  discontinue  the  practice  of  selling  telq>hone 
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service  and  withdraw  entirely  from  responsibility  to  the  public  as  a 

public  utility. 

ORDER. 

Application  having  been  filed  with  the  Railroad  Commission  by 
Colony  Holding  Corporation  for  authorization  to  maintain  and  operate 
telephone  lines  within  the  boundaries  of  Atascadero,  California,  a 
public  hearing  having  been  held  and  it  appearing  that  the  territory 
within  which  Colony  Holding  Corporation  asks  for  said  authorization 
is  now  served  by  The  Pacific  Telephone  and  Telegraph  Company; 

It  is  hereby  ordered,  that  the  application  herein  be  and  it  is  hereby 
denied. 

Dated  at  San  Francisco,  California,  this  third  day  of  September, 
1921. 

Decision  No.  9456. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  DELTA  TELEPHONE  AND 
TELEGRAPH  COMPANY  FOR  AL^THORITY  TO  INCREASE  RATES 
AND  TO  MAKE  CERTAIN  CHANGES  OF  RULES  AND  REGULA- 
TIONS RELATING  THERETO. 


Application  No.  5534. 
Decided  September  3,  1921. 


Atlert  A.  Rosenshinef  for  Applicant. 

By  thb  Commission. 

OPINION. 

The  Delta  Telephone  and  Telegraph  Company,  in  Application  No. 
5534,  asks  the  Commission's  authority  to  increase  its  rates  for  certain 
classes  of  telephone  service  and  to  change  some  of  its  rules  and  regu- 
lations, alleging  that  it  is  not  making  a  fair  return  upon  its  investment 
and  that  its  business  must  be  placed  upon  a  dividend  paying  basis  in 
order  to  attract  new  capital  with  which  to  make  necessary  extensions 
and  betterments  to  its  plant. 

Public  hearings  upon  the  application  were  held  by  Examiner  West- 
over  at  Sacramento. 

Territory  Served  and  Effect  on  Rates. 

The  company  furnishes  telephone  service  to  the  district  along  the 
Sacramento  River  beginning  about  eight  miles  south  of  Sacramento 
and  extending  in  a  general  southerly  direction  for  a  distance  of  twenty- 
eight  miles.  Branch  lines  have  been  extended  from  the  main  leads 
to  give  service  to  residents  on  the  many  islands  in  this  district. 

The  following  towns  or  communities  are  served  by  the  company's 
own  lines: 

Clarksbaix  Hood  Ryde 

Courtland  Isleton  Vorden 

Freeport  Paintersville  Walnut  Grove 
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Long  distance  connections  are  made  with  the  Rio  Vista  Telephone 
and  Telegraph  Company  at  Rio  V^ista  and  A^nth  The  Pacific  Telephone 
and  Telegraph  Company's  lines  at  Sacramento. 

The  territory  served  by  applicant  consists  principally  of  land 
reclaimed  from  the  marshes  along  the  Sacramento  and  San  Joaquin 
rivers.  It  is  strictly  a  farming  community  with  no  centers  which  can 
properly  be  called  towns.  Practically  all  highways  are  built  on  top  of 
the  levees  and  the  company's  lines  usually  parallel  the  latter  so  that 
they  will  be  accessible  from  them. 

The  above  description  of  this  district  is  given  because  it  has  an 
important  bearing  upon  the  investment  which  the  company  has  in 
plant  and  upon  its  operating  expenses,  consequently  upon  the  rates  for 
service.  The  fixed  capital  per  station  is  unusually  high  on  account  of 
the  considerable  amount  of  submarine  cable,  the  almost  total  absence 
of  urban  lines  and  the  greater  length  of  lines  because  they  are  built 
along  levees  instead  of  along  straight  highways.  The  operating 
expenses  are  increased  by  these  same  factors.  In  addition  to  these,  the 
securing  and  retaining  of  operators  increases  this  expense.  The  local 
residents  are  wealthy  and  need  not  work  for  the  telephone  company. 
City  operators  will  not  stay  in  this  isolated  district  for  the  usual  scale 
of  wages  and  boarding  and  lodging  can  not  be  secured  by  them  in 
Courtland,  the  company's  headquarters.  To  overcome  the  latter  dif-. 
ficulties,  the  company  pays  a  higher  wage  scale  to  its  operators  and 
maintains  as  part  of  its  operating  system  a  boarding  and  lodging 
establishment. 

Operating  Methods. 

A  brief  description  of  the  company's  methods  of  charging  for  service 
and  of  operating  its  system  will  assist  in  understanding  the  arguments 
and  requests  of  applicant  and  the  recommendations  of  our  engineers. 
As  stated  above,  practically  all  lines  of  the  company  furnish  suburban 
service  and,  as  a  result,  have  from  five  to  seventeen  subscribers'  stations 
connected  with  each  circuit.  Each  subscriber  on  a  particular  line  may 
communicate  with  all  others  on  the  same  line  without  paying  a  toll 
charge.  For  all  calls  from  stations  on  one  line  to  stations  on  another 
line,  subscribers  pay  a  ten-cent  toll  for  three  minutes  and  five  cents 
for  each  additional  minute.  These  calls  are  handled  in  the  same  man- 
ner as  ordinary  *4ong  distance"  calls.  As  a  result  of  this  method  of 
operating,  every  local  call  which  is  completed  through  the  switch- 
boards of  the  company  is  manually  recorded,  giving  calling  number, 
called  number,  and  duration  of  the  conversation. 

The  entire  system  of  the  company  is  operated  as  one  exchange, 
although  there  is  a  central  oflSce  at  Courtland  and  one  at  Isleton.  The 
long  distance  rates  are  the  same  to  or  from  all  stations  on  the  corn- 
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pany's  system  regardless  of  their  distance  from  the  connecting  point 
with  other  companies'  systems. 

Valuation,  Revenues  and  Expenses. 

In  addition  to  the  statement  of  revenue  and  expenses  for  the  years 
1918  and  1919  and  the  estimated  revenue  and  expenses  for  the  year 
1920  which  were  filed  with  the  application,  applicant  submitted  at  the 
last  hearing  an  amendment  to  the  proposed  rate  schedules  and  a 
graph  showing  the  various  sources  and  amounts  of  revenue  for  the 
past  year.  Subsequent  to  the  hearing  it  filed  a  brief  setting  forth 
various  data  concerning  the  estimated  cost  of  doing  certain  work  recom- 
mended by  our  engineers,  which  would  increase  the  rate  base,  and 
giving  its  views  on  the  best  method  of  increasing  the  gross  revenue  to 
the  amount  required  to  net  a  fair  return  upon  the  investment. 

Mr.  A.  N.  Johns,  one  of  the  Commission's  engineers,  made  an  inven- 
tory and  appraisal  of  the  company's  property  as  of  September  1,  1920. 
The  inventory  was  made  in  company  with  a  company  representative. 
The  appraisal,  with  the  net  additions  to  plant  to  May  31,  1921,  was 
submitted  at  the  last  hearing  and  amounted  to  $118,940.  Tlie  company 
did  not  make  an  appraisal  of  the  plant  and  accepted  our  engineer's 
figures.  The  company,  however,  must  spend  approximately  $1,740  for 
additions  to  plant  in  order  to  comply  with  certain  requirements  which 
we  impose  in  the  order.  It  is  our  opinion,  therefore,  that  $120,500 
is  a  fair  valuation  of  the  property  for  rate  making  purposes. 

The  revenue  and  expenses  of  the  company  for  the  year  ending  May 
31,  1921,  were  carefully  analyzed  by  Mr.  Johns.  The  revenue  amounted 
to  $40,093.60,  and  the  expenses,  including  a  reasonable  sum  set  aside 
by  the  company  for  depreciation,  amounted  to  $33,021.14,  leaving  a 
net  income,  before  interest  deductions,  of  $7,072.46  (compensation  for 
loss  during  federal  control,  amounting  to  $4,193.52,  was  not  included 
in  above  figures). 

Mr.  Johns  submitted  an  estimate  of  10  per  cent  increase  in  the  num- 
ber of  stations  and  9  per  cent  increase  in  volume  of  toll  business  during 
the  coming  year,  on  which  basis  the  company  might  reasonably  expect  a 
gross  revenue  of  $42,330.  His  estimate  of  expenses  for  the  same  period 
amounts  to  $35,526,  including  $5,100  for  the  depreciation  reserve  fund. 
The  net  income  before  interest  deductions,  therefore,  would  be  approx- 
imately $6,800.  It  is  evident  from  the  above  that  the  company  is 
entitled  to  additional  revenue  in  order  that  it  may  make  a  fair  return 
upon  its  investment. 

Under  the  rates  which  we  authorize  the  company  may  reasonably 
expect  a  net  return  which  will  attract  new  capital  with  which  to  make 
such  extensions  and  betterments  to  plant  as  are  required. 
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Rates  and  Service. 

Applicant's  present  exchange  rates  are  as  follows: 

(a)   Flat  monthly  rental  of  50  cents  per  station,  with 
(ft)   Free  calls  to  stations  on  same  line,  with 
♦(c)  A  10-cent  charge  for  3  minutes  and  5  cents  for  each  additional  minute  or 
fraction  thereof  on  all  calls  from  one  line  to  another  on  the  company's 
system. 
♦This  rate  applies  to  subscribers  apd  stockholders  only.     Nonsubscribers  pay  20 
cents  for  the  initial  period  and  the  usual  overtime  rate. 

Applicant's  present  toll  rates: 

These  are  identical  with  those  in  the  order  under  the  caption  **Toll  Telephone  and 
Telegraph  Kates*'  except  those  between  Rio  Vista  and  stations  on  applicant's  sys- 
tem. Between  these  points,  nonsubscribers  pay  10  cents  additional  for  tiie  initial 
3-minute  period. 

The  only  guaranteed  amount  of  revenue  from  each  subscriber's 
station  under  present  rates  is  the  50-cent  flat  rate  charge.  Applicant 
now  requests  that,  in  addition  to  this  amount,  the  Commission  shall 
require  a  $2.50  per  month  per  station  guarantee  for  the  local  10-cent 
service.  It  suggests  a  reduction  of  5  cents  in  its  toll  rates  to  compen- 
sate for  the  increase  in  revenue  derived  from  this  source. 

As  already  noted,  applicant  must  receive  additional  revenue  and  the 
problem  now  before  us  is  to  find  the  most  equitable  means  of  securing 
it.  We  are  of  the  opinion  that  it  would  be  unjust  to  increase  the  bur- 
den on  the  exchange  service  by  reducing  the  toll  rate. 

We  therefore  deny  the  request  for  the  slight  reduction  in  toll  rates 
at  the  present  time  and  provide  for  a  very  substantial  reduction  in 
applicant's  proposed  exchange  rates. 

There  are  two  methods  of  securing  a  guaranteed  amount  of  revenue 
for  exchange  service.  One  is  to  charge  a  flat  rate  for  unlimited  service 
and  the  other  is  to  give  measured  service  with  a  guaranteed  minimum 
revenue.  The  company  opposes  the  former  method,  alleging  that  its 
present  facilities  would  be  inadequate  to  handle  the  increased  traffic. 
On  the  other  hand,  measured  service  on  a  magneto  system  is  very 
expensive  from  an  operating  point  of  view  and  is  rarely  furnished. 

After  careful  consideration  of  the  testimony  offered  by  applicant  and 
the  data  submitted  by  Mr.  Johns,  it  is  our  opinion  that  it  would  be 
unwise  to  order  unlimited  exchange  service  at  the  present  time.  In 
lieu  thereof,  however,  applicant  should  furnish  the  class  of  exchange 
service  and  charge  the  rates  set  forth  in  the  order.  This  schedule  per- 
mits the  subscriber  each  month  to  make  fifteen  calls,  each  of  three 
minutes  duration,  free  of  charge  to  any  station  on  applicant's  system, 
exclusive  of  calls  for  stations  on  his  own  line.  Overtime  should  be 
charged  on  these  fifteen  messages  at  the  usual  overtime  rate  and  all 
messages  in  excess  of  fifteen  should  be  paid  for  at  the  usual  rate.    For 
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this  local  service,  the  subscriber  must  pay  $1.75  per  month  per  station 
under  the  rates  authorized. 

The  present  rate  schedule  of  applicant  requires  ncmsubscribers  to 
pay  100  per  cent  more  than  subscribers  or  stockholders  for  the  initial 
period  of  three  minutes  for  calls  on  the  company's  own  system.  This 
is  obviously  unfair  and  must  be  discontinued. 

The  company  at  present  charges  the  same  rate  for  business  and  resi- 
dence service  and  makes  no  additional  charge  for  a  desk  telephone.  It 
requests  permission  to  make  an  additional  charge  of  25  cents  per  month 
for  the  latter,  continuing  the  present  practice  regarding  business  and 
residence  rates.  While  an  additional  charge  for  desk  telephones  is  the 
general  practice  of  telephone  companies,  we  are  of  the  opinion  that 
the  present  system  of  rates  should  be  disturbed  as  little  as  possible 
and  yet  give  the  company  a  fair  return  upon  its  investment,  until 
such  time  as  data  will  be  available  to  analyze  and  revise  the  entire  rate 
sjrstem.  We  therefore  deny  the  request  to  make  additional  charge  for 
desk  telephones  at  present.  Applicant  proposes  instituting  on  its 
**long  distance''  service  a  report  charge,  an  appointment  call  charge 
and  a  messenger  call  charge.  These  charges  are  taken  from  the  so- 
called  Burleson  schedule.  The  company,  however,  objects  to  comput- 
ing rates  on  the  Burleson  basis.  We  are  of  the  opinion  that  the  long 
distance  rates  and  charges  should  remain  as  at  present  except  that  the 
rates  to  Rio  Vista  shall  be  the  same  to  nonsubscribers  as  those  to  sub- 
scribers and  stockholders.  We  base  our  conclusion  on  the  same  reason- 
ing as  set  forth  above.    These  rates  are  shown  in  the  order. 

There  was  practically  no  complaint  at  the  hearings  against  the  service 
furnished  by  applicant.  Our  engineer,  however,  called  attention  to 
the  fact  that  a  number  of  lines  had  more  than  ten  stations  per  circuit 
and  recommended  that  all  lines  be  reduced  to  a  maximum  of  ten  sta- 
tions. Applicant  submitted  an  estimated  cost  of  about  $14,000  for 
doing  the  work  necessary  to  make  this  change.  In  view  of  the  fact 
that  the  volume  of  traffic  on  these  lines  is  below  normal,  due  to  the 
measured  service,  and  in  view  of  the  fact  that  the  cost  of  labor  and 
material  is  still  very  high,  it  is  our  opinion  that  the  recommendations 
of  our  engineer  on  this  matter  should  be  applied  at  this  time  only  to 
the  present  lines  No.  15  and  No.  28.  The  company  should  restrict  all 
lines  in  the  future  to  ten  stations  each  and  make  every  effort  to  reduce 
other  existing  lines  to  the  same  number  of  stations.  We  make  the  above 
exception  to  reducing  the  number  of  stations  to  ten  per  line  at  the 
present  time  on  account  of  the  unusual  conditions  existing  in  this 
system,  and  it  may  not  be  taken  as  a  precedent  in  future  cases  before 
the  Commission. 
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Our  engineer  further  recommends  that  the  territory  served  by  the 
applicant  should  be  divided  into  two  distinct  exchange  areas,  to  be 
served  from  Isleton  and  ("ourtland  exchanges. 

Mr.  Johns'  report  containing  above  recommendations,  and  that  fol- 
lowing relating  to  records,  was  filed  in  evidence  at  the  last  hearing. 
It  was  the  result  of  a  detailed  study  of  the  situation,  with  the  purpose 
of  improving  service  conditions  and  effecting  economies  in  operation 
without  requiring  large  capital  expenditure  at  this  time.  The  com- 
pany at  the  hearing  reserved  the  privilege  of  discussing  the  report  in 
a  brief  to  be  filed  later.  In  its  brief,  now  on  file,  it  acquiesces  in  his 
recommendations,  except  those  relating  to  the  amount  of  the  guarantee, 
the  service  to  be  rendered  for  the  guarantee,  and  to  having  the  present 
toll  rates  remain  effective. 

Records  to  Be  Kept  by  Company. 

As  shown  above,  the  methods  of  charging  for  both  toll  and  local 
service  by  applicant  differ  from  those  in  use  in  most  exchanges.  The 
company  urges  that  the  peculiar  conditions  present  in  this  territory 
make  these  methods  necessary.  We  have  not  sufiScient  data  available 
to  decide  whether  or  not  this  position  is  correct,  therefore  we  provide 
that  applicant  shall  keep  the  following  information  for  a  period  of  at 
least  one  year,  sending  to  the  Commission  a  monthly  report  of  same: 

1.  The  total  number  of  messages  and  the  average  holding  time  of 
messages  from: 

(a)  Isleton  to  Coartland. 

(6)  Isleton  to  Rio  Vista. 

( c )  Isleton  to  Sacramento  or  other  outside  points. 

(d)  Courtland  to  Isleton. 

(e)  Courtland  to  Rio  Vista. 

if)  Courtland  to  Sacramento  or  other  outside  points. 

(g)  Rio  Vista  to  Isleton. 

(*.)  Rio  Vista  to  Courtland. 

(  i )  Rio  Vista  to  Sacramento  or  other  outside  points. 

( f )  Sacramento  to  Courtland. 
(k)  Sacramento  to  Isleton. 

( I )   Sacramento  to  Rio  Vista. 

2.  The  cost  of  work  charged  to  maintenance  which  was  made  neces- 
sary on  account  of  dividing  the  system  into  two  exchanges  and  reducing 
the  lines  to  ten  stations  each. 

Rules  and  Regulations. 

Applicant  filed  proposed  rules  and  regulations  in  accordance  witli 
the  Commission's  Decision  No.  2879,  Case  No.  683,  and  information 
affecting  rates  and  service.  Inasmuch  as  these  were  designed  to  cover 
the  company's  proposed  rates  and  not  those  authorized  by  the  Com* 
mission,  we  recommend  that  applicant  shall  file  within  thirty  (30) 
days  from  the  date  of  this  order  a  revised  set  of  rules  and  regulations. 
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ORDER. 

Delta  Telephone  and  Telegraph  Company  having  filed  with  this 
Commission  its  application  for  an  increase  in  rates  for  telephone 
service  and  for  changes  in  rules  and  regulations,  public  hearings  having 
been  held,  the  matter  having  been  submitted;  and  the  Commission, 
basing  its  conclusions  on  the  foregoing  opinion,  finding  as  a  fact  that 
the  rates  and  rules  and  regulations  authorized  and  the  classes  of  service 
prescribed  in  this  order  are  just  and  reasonable ; 

It  is  hereby  ordered,  that  applicant  is  hereby  authorized  to  file  with 
the  Commission  within  thirty  (30)  days  from  the  date  of  this  order 
a  schedule  of  rates,  services  and  rules  and  regulations  as  outlined  in 
the  foregoing  opinion  and  ordered  to  offer  the  classes  of  service  as 
shown  herein,  which  rates,  rules  and  regulations  upon  approval,  may 
be  made  effective: 

Exchange  Service  Rates, 

1.  The  monthly  rental  shall  be  $1.75  for  business  or  residence  service,  wall  or 
desk  telephone. 

2.  The  monthly  rental  shall  entitle  the  subscriber  to  the  following: 
(a)   Free  calls,  unlimited,  between  stations  on  the  same  line. 

{b)  Fifteen  messages,  each  of  three  minutes  or  less  duration,  to  any  of  the  com- 
pany's subscribers  not  on  the  same  line,  all  excesses  of  the  three^minute  limit  to  be 
paid  for  at  the  overtime  rate  shown  in  (c)  below. 

(c)  All  messages  to  company's  stations  in  excess  of  the  fifteen  allowed  in  Para- 
graph (6)  above,  except  as  provided  in  Paragraph  (a)  above,  shall  be  paid  for  at 
the  rate  of  10  cents  for  the  first  three  minutes  or  fraction  thereof  and  five  cents  for 
each  additional  minute  or  fraction  thereof. 

Toll  Telephone  and  Telegraph  Rates. 

1.  The  toll  telephone  rates  between  Sacramento  and  all  stations  on  applicant's 
system  shall  be  30  cents  for  the  initial  i)eriod  of  3  minutes  and  10  cents  for  each 
additional  minute  or  fraction  thereof.  The  toll  telegraph  rates  shall  be  30  cents 
for  a  ten-word  or  less'  day  message,  and  2  cents  for  each  additional  word  over  ten. 

2.  The  toll  telephone  rates  between  Rio  Vista  and  all  stations  on  applicant's  sys- 
tem shall  be  15  cents  for  an  initial  period  of  3  minutes  and  5  cents  for  each  addi- 
tional minute  or  fraction  thereof.  The  toll  telegraph  rates  shall  be  35  cents  for  a 
ten- word  or  less  day  message  and  2  cents  for  each  additional  word  over  ten. 

3.  The  toll  telephone  rates  between  Rio  Vista  and  Sacramento  shall  be  35  cents 
for  the  first  three  minutes  and  10  cents  for  each  additional  minute  or  fraction  thereof. 
The  toll  telegraph  rates  shall  be  35  cents  for  a  ten-word  or  less  day  message,  and  2 
cents  for  each  additional  word  over  ten. 

4.  All  rates  are  for  particular  person  service. 

It  is  hereby  further  ordered,  that  applicant  shall  divide  its  system 
into  two  exchange  areas,  the  dividing  line  to  follow  the  township  line 
between  townships  No.  4  and  No.  5,  ranges  2  and  3  east,  thence  due 
east  to  the  Sacramento  River,  thence  following  the  river  north  and  east 
to  a  point  approximately  one  mile  below  Walnut  Grove,  thence  in  a 
southeasterly  direction  to  point  of  intersection  of  above  township  line 
extended,  thence  due  east.  All  subscribers  south  of  this  exchange  line 
shall  be  served  from  the  Isleton  central  office  and  all  stations  north  of 
the  line  shall  be  served  from  the  Courtland  central  office.  This  work 
shall  be  completed  within  ninety  (90)  days  from  the  date  of  this  order. 
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It  is  hereby  further  ordered,  that  lines  No.  15  and  No.  28  shall  be  so 
changed  that  they  shall  each  have  a  maximum  of  ten  stations  per 
circuit.  This  work  shall  be  completed  within  ninety  (90)  days  from 
the  date  of  this  order.  All  other  existing  lines  in  the  system  shall  be 
gradually  reduced  to  a  maximum  of  ten  stations  per  circuit  by  trans- 
ferring subscribers  on  overloaded  lines  to  other  lines  on  which  vacan- 
cies occur  by  reason  of  discontinuance  of  service  or  by  transferring 
them  to  new  lines  which  are  built  from  time  to  time  to  serve  additional 
subscribers. 

It  is  hereby  further  ordered,  that  applicant  shall  set  aside  in  a 
depreciation  fund  the  sum  of  $5,100  per  annum  in  monthly  installments 
of  $425  for  the  purpose  of  taking  care  of  such  renewals  and  replace- 
ments of  property  as  shall  be  covered  by  the  fund.  Applicant  shall 
file  with  the  Commission  within  thirty  (30)  days  from  the  date  of  this 
order  its  suggestions  for  rules  governing  the  functions  and  use  of  the 
depreciation  fund,  and  these  rules  shall  thereafter  go  into  effect  as 
approved  or  modified  by  the  Commission. 

It  is  hereby  further  ordered,  that  applicant  shall  keep  the  records  set 
forth  in  the  opinion  under  the  caption  "Records  to  be  kept  by  com- 
pany" and  shall  forward  a  report  on  same  each  month  as  outlined 
therein. 

Dated  at  San  Francisco,  California,  this  third  day  of  September, 
1921. 


Decision  No.  9457. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  HERMAN  TELE- 
PHONE  COMPANY  FOR  AUTHORITY  TO  INCREASE  RATES  FOR 
TELEPHONE  SERVICE. 


Application  No.  5793. 
Decided  September  3,  1921. 


Telephone  Tolls — Rate  of  Retubn. — In  a  new  territory,  where  the  investment 
in  plant  is  large  and  operating  expenses  high,  considering  the  present  number 
of  subscribers,  full  return  in  rates  would  tend  to  retard  normal  development. 

Service — Overloading  of  Suburban  Lines. — ^Declared  efficient  service  can  not  be 
given  on  any  circuit  to  which  more  than  ten  stations  are  connected. 

Depreciation  Fund. — The  practice  of  making  no  provision  for  plant  replacement 
held  unsound  and  applicant  directed  to  create  depreciation  fund. 

Matt  E.  Socha  and  Ernest  Irwin,  for  Applicant. 

By  the  Commission. 

OPINION. 

The  Kerman  Telephone  Company  in  Application  No.  5793  requests 

the  Commission's  authority  to  increase  rates  for  telephone  service, 
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alleging  that  it  is  not  receiving  sufficient  revenue  to  pay  operating 
expenses  and  a  fair  return  upon  its  investment. 

Applicant  furnishes  service  to  the  town  of  Kerman  and  the  territory 
surrounding  it.  This  is  a  comparatively  new  community,  having  been- 
placed  on  the  market  a  number  of  years  ago  by  the  Fresno  Farms 
Company. 

The  present  monthly  rates  on  file  with  the  Commission  and  those 
proposed  by  the  company  are  as  follows: 

Per  month 

BUSINESS  RESIDENCE 

Present  Proposed  Present  Proposed 

Main    line,    wall $2  50  $3  50  $2  50      $3  00 

Two-party   line,   wall 2  00  2  00        

Four-party    line,    wall 2  50           

Three-party  or  more,  wall 1  50  1  50         

Six-party  line,   wall 1  75 

Suburban,   wall   125  350  125        300 

Extension    50  75  50            75 

Under  the  present  rates  no  distinction  is  made  between  the  rates 
for  wall  and  desk  telephones.  There  seems  to  be  no  well  defined 
primary  rate  area. 

Applicant  proposes  an  alternate  suburban  rate  which  is  50  cents 
per  month  less  than  the  one  shown. 

Under  the  company's  proposed  rates  desk  telephones  are  to  be  25 
cents  per  month  additional  on  all  classes  of  service,  including 
extensions. 

The  proposed  primary  rate  area  is  "bounded  by  a  circle  whose  radius 
is  one-half  mile. 

Beyond  the  primary  rate  area  proposed  mileage  charges  apply  for 
each  quarter  mile  or  fraction  thereof,  as  follows: 

Main  line,  50  cents  per  month. 
Four-party  line,  25  cents  per  month. 
Six-party  line,  25  cents  per  month. 

A  hearing  was  held  in  Kerman  by  Examiner  Westover.  At  the 
hearing  applicant  submitted  an  income  and  profit  and  loss  statement 
for  the  period  December  20,  1919,  to  December  20,  1920 ;  a  comparative 
statement  of  income  under  present  and  proposed  rates;  a  comparative 
statement  of  revenue  and  expenses  under  its  proposed  rate  structure, 
and  an  estimated  cost  of  new  construction  necessary  to  reduce  the  num- 
ber of  subscribers  on  suburban  lines  to  ten  per. circuit.  This  estimate 
was  made  to  meet  the  conditions  imposed  by  the  Commission  in  the 
order. 

An  appraisal  of  applicant's  property  was  made  and  presented  by 
the  Commission's  engineers.  The  inventory  was  made  by  our  engineers 
with  the  assistance  of  a  company  representative.  Applicant  did  not 
submit  an  independent  appraisal  of  the  property.     After  analyzing 
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our  engineer's  figures  we  are  of  the  opinion  that  for  rate  making  pur- 
poses a  fair  valuation  of  the  property  as  it  existed  at  the  time  the 
inventory  was  made  would  amount  to  approximately  $24,000.  A  por- 
tion of  the  poles  in  this  plant  was  furnished  by  the  subscribers.  We 
do  not  think  it  proper  for  applicant  to  receive  a  return  upon  property 
for  which  it  has  made  no  outlay  of  capital  nor  do  we  think  the  sub- 
scribers should  be  made  to  pay  a  return  upon  plant  for  which  they 
themselves  have  furnished  the  capital.  Consequently  the  estimated 
amount  furnished  by  the  subscribers  has  been  eliminated  from  the 
above  figure.  As  stated  above,  the  engineers  of  the  company  have 
submitted  an  estimated  cost  of  construction  necessary  to  reduce  the 
number  of  subscribers  on  suburban  lines  to  ten  per  circuit.  This  esti- 
mate has  been  checked  by  our  engineers  and  amounts  to  approximately 
$4,000.  This  would  make  the  fair  valuation  of  the  property,  after  the 
above  changes,  amount  to  $28,000  and  we  use  this  amount  as  a  proper 
rate  basis. 

The  gross  revenue  for  the  year  ending  December  20,  1920,  amounts 
to  $4,976,  while  the  total  expenses  of  the  company,  before  interest 
deductions,  amount  to  $5,168.  Under  the  present  rates  the  company 
would  receive,  for  the  period  ending  May  20,  1922,  gross  revenue 
amounting  to  $5,845,  while  the  expenses  for  the  same  period  would  be 
approximately  $6,800.  It  is  apparent  therefore  that  it  is  entitled  to  an 
increase  in  revenue  in  order  to  make  a  return  upon  its  investment. 

The  rate  schedule  authorized  in  the  order,  with  an  estimated  increase 
in  business  amounting  to  7  per  cent  in  exchange  service  revenue  and 
15  per  cent  in  toll  revenue,  should  produce  a  gross  revenue  of  $8,350 
during  the  coming  year.  The  estimated  expenses  for  the  same  period, 
including  $1,000  for  the  replacement  of  depreciable  property,  amount 
to  approximately  $6,800,  leaving  an  estimated  net  revenue,  before 
interest  deductions,  of  $1,550,  or  approximately  5^  per  cent  upon  the 
rate  base  of  $28,000. 

As  the  territory  served  is  new  and  undeveloped,  the  company  has  a 
large  investment  in  plant  and  the  operating  expenses  are  high  consider- 
ing the  present  number  of  subscribers,  but  under  the  rates  provided 
in  the  order  it  is  to  be  anticipated  that  the  system  will  grow  and  soon 
produce  an  adequate  return  upon  the  investment.  A  full  return  upon 
the  investment  at  this  time  would  result  in  rates  so  high  as  to  retard 
the  company's  normal  development. 

The  service  furnished  by  applicant  was  criticized  at  the  hearing. 
The  main  complaint  indicated  that  the  suburban  lines  were  overloaded 
by  having  too  many  subscribers  connected  to  them.  We  are  of  the 
opinion  that  eflScient  telephone  service  can  not  be  given  on  any  circuit 
to  which  more  than  ten  stations  are  connected  and  provide  that  appli- 
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cant  should  meet  this  requirement  at  an  early  date.  As  stated  above, 
we  have  allowed  an  amount  suflScient  to  cover  the  added  fixed  capital 
required  to  make  these  changes. 

Applicant  has  been  furnishing  six-party  residence  exchange  service. 
This  service,  in  our  opinion,  should  be  discontinued  and  four-party 
line  service  substituted  therefor.  We  make  this  recommendation  on 
account  of  the  fact  that  applicant  does  not  furnish  selective  signaling 
on  his  party  line  service. 

No  provision  has  been  made  by  applicant  for  the  replacement  of 
plant  when  it  becomes  necessary  to  do  so.  It  is  our  opinion  that  this 
is  an  unsound  policy  and  that  in  the  future  a  depreciation  fund  should 
be  set  aside  and  so  held  that  money  will  be  available  for  this  purpose 
and  should  be  used  for  no  other  purpose  without  the  consent  of  this 
Commission. 

ORDER. 

The  Kerman  Telephone  Company  having  applied  for  permission  to 
increase  its  rates  for  telephone  service,  a  hearing  having  been  held  and 
the  Commission  being  of  the  opinion  that  the  rates  authorized  and  the 
classes  of  service  prescribed  in  this  order  are  just  and  reasonable ; 

//  is  hereby  ordered,  that  applicant  is  hereby  authorized  to  file  with 
the  Commission  within  thirty  (30)  days  from  the  date  of  this  order 
the  schedule  of  rates  and  services  set  forth  in  Schedule  A,  and  after 
approval,  by  supplemental  order  herein,  it  is  authorized  to  make  said 
schedule  of  rates  effective,  subject  to  the  conditions  hereinafter  set 
forth,  and  it  is  hereby  ordered  to  provide  the  classes  of  service  set 
forth  in  Schedule  A : 

Schedule  A. 

Per  month 
Business     Residence 

Main  line,  wall $2  75  $2  25 

Two-party   line,   wall 2  25  2  00 

Four-party  line,  wall 2  00  1  75 

Suburban  ten-party  line,  wall 2  25  2  00 

Extension    (with  or  without  bell) 1  00  1  00 

Desk  telephones  are  25  cents  additional  per  month  on  all  classes  of  snrvice  except- 
ing extensions. 

The  following  mileage  charges  may  be  made  outside  of  the  primary  rate  area 
based  upon  the  air  line  distance  from  the  primary  area,  per  quarter  mile  or  fraction 
thereof: 

Main  line,  50  cents  per  month. 

T'wo-party  line,  35  cents  per  month. 

Four-party  line,  25  cents  per  month. 

The  primary  rate  area  shall  be  defined  by  a  circle  with  the  center  at  the  central 
office  and  with  a  radius  of  three-quarters  of  a  mile. 

All  miscellaneous  rates  not  provided  for  in  Schedule  A  shall  be  sub- 
mitted to  the  Commission  for  its  approval.  All  services,  rules  and 
regulations  not  therein  provided  for  shall  remain  as  set  forth  in  the 
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Commission's  Decision  No.  2879,  of  November  5,  1915,  as  modified  by 
Decision  No.  8146,  of  September  24,  1920. 

It  is  hereby  further  ordered,  that  exchange  lines  shall  not  have  con- 
nected thereto  more  than  the  number  of  subscribers'  stations  which 
the  rate  schedule  permits  for  the  class  of  service  furnished  and  that 
suburban  lines  shall  not  have  connected  more  than  ten  stations  each, 
and  that  upon  lines  having  more  than  the  maximum  number  of  stations 
above  provided  for  the  work  of  reducing  said  stations  shall  be  com- 
pleted within  90  days  from  date  hereof. 

Approval  of  the  rates  herein  provided  for  will  be  given  only  after 
satisfactory  showing  that  applicant  has  fully  complied  with  the  con- 
ditions above  as  to  the  maximum  number  of  stations  per  line  herein 
permitted,  and  may  be  made  effective  subject  to  the  following  con- 
ditions : 

(a)  Adequate  and  efficient  telephone  service  must  be  rendered  at 
all  times  for  all  classes  of  service. 

(6)  A  depreciation  reserve  of  $1,000  per  annum  in  installments  of 
$83.33  per  month  shall  be  set  aside  in  a  special  fund  for  the  purpose  of 
maintaining  the  plant  in  good  condition  and  shall  be  used  for  such 
purposes  only,  or  as  may  be  authorized  by  the  Commission.  Applicant 
shall  file  with  the  Commission,  within  thirty  (30)  days  from  the  date 
of  this  order,  its  suggestions  for  rules  governing  the  functions  and  use 
of  the  depreciation  fund  and  these  rules  shall  thereafter  go  into  effect 
as  approved  or  modified  by  the  Commission. 

(c)  An  accounting  system  must  be  followed  which  will  conform  to 
that  prescribed  by  the  Commission  in  its  Uniform  Classification  of 
Accounts  for  Telephone  Companies  as  made  effective  on  January  1, 
1914. 

Dated  at  San  Francisco,  California,  this  third  day  of  September, 
1921. 


Decision  No.  9458. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  FAIRFAX  INCLINE  RAII^ 
ROAD  COMPANY  FOR  AN  ORDER  AUTHORIZING  THE  ISSUE  OF 
CAPITAL  STOCK. 


Application  No.  7105. 
Decided  September  3,  1921. 


Thomas  W.  Rivers,  for  Applicant 

Bbundioe,  Commissioner, 

OPINION. 

Fairfax  Incline  Railroad  Company  asks  permission  to  issue  $10,000 

of  common  stock  in  lieu  of  a  like  amount  of  stock  heretofore  issued 

without  an  order  from  the  Railroad  Commission. 
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Applicant  owns  and  operates  an  incline  railway  commencing  at  a 
point  on  or  near  lot  seven  (7)  in  block  nine  (9)  as  designated  on  the 
map  of  Fairfax  Manor  on  file  in  the  recorder's  oflSce  of  Marin  County, 
and  running  westerly  about  fifteen  hundred  (1500)  feet  and  upon  an 
upward  and  variable  incline  of  approximately  30  per  cent  to  another 
point  in  said  Fairfax  Manor  tract.  According  to  the  testimony,  there 
is  a  difference  of  about  550  feet  in  the  elevation  between  the  two  ter- 
mini of  the  track. 

The  property  of  the  company  consists  of  a  trestle,  track,  car,  cables, 
motor,  oflBce  and  power  house  building.  For  1920,  applicant  reports 
gross  receipts  of  $2,085.85  and  expenditures  of  $2,215.83.  The  Com- 
mission, by  Decision  No.  7501,  dated  April  30,  1920,  authorized  appli- 
cant to  charge  $3  for  books  containing  100  rides.  The  testimony  of 
applicant's  president  shows  that  at  present  its  revenues  are  approxi- 
mately equal  to  its  operating  expenses. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Fairfax  Incline  Railroad  Company  having  applied  to  the  Railroad 
Commission  for  permission  to  issue  $10,000  of  common  stock  in  lieu  of 
a  like  amount  of  stock  heretofore  issued  without  an  order  from  this 
Commission,  a  public  hearing  having  been  held  and  the  Commission 
being  of  the  opinion  that  this  application  should  be  granted  subject  to 
the  conditions  contained  in  this  order; 

It  is  hereby  ordered,  that  Fairfax  Incline  Railroad  Company  be  and 
it  is  hereby  authorized  to  issue  at  par  on  or  before  November  1,  1921, 
$10,000  of  its  common  stock  in  lieu  of  a  like  amount  of  stock  heretofore 
issued  without  an  order  from  the  Railroad  Commission.  The  company 
is  hereby  directed  to  cancel  forthwith  the  stock  certificates  heretofore 
issued  without  an  order  from  the  Railroad  Commission  and  to  report 
the  date  on  which  such  cancellation  has  been  made  within  thirty  days 
after  the  date  hereof. 

Fairfax  Incline  Railroad  Company  shall  file  with  the  Railroad  Com- 
mission within  thirty  days  after  the  issue  of  the  stock  herein  author- 
ized a  statement  showing  the  amount  of  stock  issued,  the  names  of  the 
parties  to  whom  the  stock  was  issued  and  the  amount  of  stock  issued  to 
each. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  third  day  of  September. 
1921. 
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Decision  No.  9460. 

IN  THE  MATTER  OF  TFIB  APPLICATION  OF  F.  M.  HODGE,  L.  K. 
MEHSHON  AND  II.  A.  ROSE  FOR  CERTIFICATE  OF  PUBLIC  CON- 
VENIENCE AND  NECESSITY  TO  OPERATE  AUTOMOBILE  FREIGHT 
SERVICE  BETWEEN  B^RBSNO,  CALIFORNIA,  AND  LOS  ANGELES, 
CALIFORNIA. 


Application  No.  6217. 
Decided  September  3,  1921. 


Harry  N.  Blnir  and  Lewis  B.  Randall^  for  Applicants. 
Bradley  and  Bradley^  by  C  L,  Bradley,  for  G.  C.  Scribner,  Protestant. 
Ernest  Walling^  for  Valley  Transit  Company  and  J.  C.  Walling,  Protestants. 
O.  //.  Baker,  for  Atchison,  Topeka  and  Santa  Fe  Railway  Company,  Protestant. 
//.  N.  Bradshaw,  for  Southern  Pacific  Company,  Protestant. 
J,  R.  Allen,  for  Ajnerican  Railway  Express  Company,  Protestant. 
Harry  A.  Encell,  for  R.  H.  Ramsey  and  H.  Frasher,  Protestants. 
George   Clark,   for   G.    N.   Duntley    (Los   Angeles-Bakersfield   Fast   Freight   Truck 
Line). 

By  THE  Commission. 

OPINION. 

L.  E.  Mershon  and  H.  A.  Rose,  as  copartners  under  the  fictitious- 
name  of  the  Truckportation  Company,  applied  for  authority  to  estab- 
lish freight  and  express  truck  service  between  Los  Angeles  and  Fresno, 
serving  as  intermediate  points  Bakersfield,  Jewetta,  Lerdo,  Famosa, 
McFarland,  Delano,  Richgrove,  Orris,  Ducor,  Terra  Bella,  Piano,  Por- 
terville,  Strathmore,  Lindsay,  Exeter,  Farmersville,  Visalia,  Tulare 
(by  detour),  Goshen,  Traver,  Kingsburg,  Selma,  Winedale,  Fowler  and 
Calwa  City. 

Public  hearings  upon  the  application  were  held  by  Examiner  West- 
over  at  Bakersfield  and  Fresno,  during  which  55  witnesses  were  exam- 
ined, testimony  of  numerous  witnesses  was  stipulated,  and  16  exhibits 
were  filed.  Counsel  for  the  respective  parties  have  filed  voluminous 
briefs,  which,  together  with  the  exhibits,  have  been  carefully  studied 
and  analyzed  and  the  matter  is  now  ready  for  decision. 

During  the  hearings,  leave  was  granted  to  amend  the  application  by 
adding  the  name  of  F.  M.  Hodge  as  a  third  applicant,  he  having  become 
associated  with  the  two  original  applicants;  by  modifying  proposed 
rulas  relating  to  free  pickup  and  delivery;  and  by  making  special 
truck  load  rates.  Amendments  in  these  particulars  were  filed  after  the 
hearings. 

As  thus  amended,  the  proposed  rates  shown  by  the  application  are 
made  to  apply  between  terminals  in  Los  Angeles,  Bakersfield  and 
Fresno  and  free  delivery  zones  not  exceding  twelve  blocks  distant  from 
such  established  terminals  or  depots.  At  points  other  than  Los  Angeles, 
Bakersfield  and  Fresno,  these  rates  include  free  pickup  and  delivery 
within  four  blocks  from  applicants'  proposed  highway  route.     Truck 
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load  rates  of  two- thirds  less  than  truck  load  rates  are  also  provided 
for  to  apply  from  all  points  within  five  miles  of  the  highway  route. 

Applicants'  proposed  route  between  Los  Angeles  and  Bakersfield  is 
over  the  so-called  Ridge  route  via  Lebec,  a  distance  of  126  miles, 
as  compared  with  the  Southern  Pacific  rail  distance  between  Los 
Angeles  and  Bakersfield  of  171  miles.  Both  routes  involve  mountain 
grades  through  the  Santa  Susana  and  Tehachapi  ranges. 

The  territory  between  Los  Angeles  and  Bakersfield  is  at  present 
served  by  the  Southern  Pacific  Company,  the  American  Railway 
Express  Company,  and  the  Los  Angeles  and  Bakersfield  Fast  Freight 
Truck  Line,  the  latter  under  authority  granted  by  the  Commission  by 
Decision  No.  7063  of  January  27,  1920,  authorizing  George  N.  Duntley 
to  operate  such  a  service  under  the  above  fictitious  name.  The  latter 
service  is  via  the  Ridge  route,  over  which  applicants  seek  authority  to 
operate.  It  appears  from  the  testimony  that  Mr.  Duntley 's  line  was 
not  able  to  handle  all  business  offered  during  the  time  the  tunnel  was 
blockaded,  as  hereinafter  referred  to,  but  that  it  is  not  operated  to 
capacity  under  normal  conditions,  and  also  that  he  is  able  to  provide 
additional  equipment  if  and  when  it  becomes  necessary. 

On  September  6,  1920,  a  car  of  lime  was  derailed  in  one  of  the  South- 
em  Pacific  tunnels,  which  resulted  in  the  burning  of  the  tunnel  and 
the  closing  of  the  line  until  September  28.  During  this  period  rail 
service,  both  freight  and  express,  was  necessarily  seriously  interfered 
with,  the  only  means  of  serving  Bakersfield  and  San  Joaquin  Valley 
points  from  Los  Angeles  by  rail  being  around  the  coast  line  and  back 
through  the  valley.  Although  the  testimony  shows  that  the  Duntley 
line  is  not  operating  to  full  capacity  normally,  yet  during  the  aboVe 
period,  when  the  tunnel  was  out  of  service,  it  had  more  tonnage  offered 
than  it  could  handle.  At  the  time  of  the  hearing  the  Southern  Pacific 
Company  was  engaged  in  concreting  sixteen  of  its  tunnels  between 
Tehachapi  and  Bakersfield,  and  eliminating  two  by  line  changes. 
Thirteen  had  already  been  concreted  at  a  cost  up  to  that  date  of 
$600,000,  the  total  estimated  cost  of  the  entire  work  being  $844,000. 
The  company  anticipates  that  the  concrete  lining  will  prevent  fires  and 
caveins  of  tunnels  and  prevent  blocking  of  the  line. 

Applicants  presented  135  signed  statements  by  Bakersfield  shippers, 
favoring  a  competitive  truck  line  to  and  from  Los  Angeles.  It  is  sig- 
nificant that  practically  all  of  these  statements  were  procured  during 
the  period  when  the  tunnel  was  blocked.  It  appears  from  applicants' 
tabulations  also  that  64  Bakersfield  shippers  interviewed  during  the 
same  period  were  opposed  or  neutral. 

The  testimony  shows  considerable  complaint  of  slow  wagon  service 
at  Bakersfield  and  Fresno  on  the  part  of  the  express  company.    There 
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was  also  testimony  to  the  effect  that  the  express  company,  in  certain 
instances,  had  declined  shipments  of  perishable  fruit  offered  for  trans- 
portation on  the  southbound  train  leaving  Bakersfield  at  12.20  p.m., 
and  that  the  company  failed  to  furnish  sufficient  help  at  stations  for 
loading  fruit.  It  did  not  appear,  however,  that  the  fruit  was  offered 
a  reasonable  time  before  train  departure  nor  that  the  company  had 
any  advance  notice  of  instances  in  which  large  shipments  of  fruit  were 
to  be  offered.  It  appears  from  its  testimony  that  it  has  never  declined 
fruit  or  other  shipments  when  offered  a  half  hour  or  more  before  the 
departure  of  the  train,  to  permit  proper  checking  and  billing.  It 
announced  that  it  would  gladly  provide  an  extra  force  for  loading  cars 
with  unusually  large  shipments  if  it  were  given  reasonable  notice  by 
telephone.  We  are  satisfied  that  the  service  in  the  above  particulars 
can  be  readily  improved  by  the  express  company  if  it  is  given  the 
necessary  cooperation  by  shippers,  and  that  the  public  can  be  ade- 
quately served  in  these  particulars  by  such  improvement  in  the  service 
of  present  carrier,  without  the  necessity  for  authorizing  service  by 
another  transportation  system  between  Los  Angeles  and  the  incor- 
porated limits  of  Bakersfield. 

We  will  next  consider  the  present  service  between  Los  Angeles  and 
points  in  the  San  Joaquin  Valley  north  of  Bakersfield  to  and  including 
Fresno,  and  whether  or  not  there  is  a  public  necessity  and  convenience 
in  this  territory  for  the  service  which  applicants  offer. 

The  Southern  Pacific  Company,  with  its  two  main  routes  between 
Bakersfield  and  Fresno,  serves  all  of  the  points  which  applicants  pro- 
pose to  serve.  Of  these  points,  the  Santa  Fe,  with  its  two  routes 
between  Bakersfield  and  Fresno,  serves  Tulare,  Visalia  and  Exeter. 
The  American  Railway  Express  Company  serves  all  the  points  which 
applicants  propose  to  serve  by  their  operation  over  both  rail  lines. 
G.  C.  Scribner  operates  a  freight  and  express  line  between  Fresno  and 
Visalia,  serving  Traver  and  Goshen  Junction  as  intermediate  points. 
H.  S.  Frasher  operates  between  Fresno  and  Tulare,  serving  (Joshen  and 
Traver  as  intermediate  points.  A.  L.  Morgan  operates  between  Fresno 
and  Kingsburg,  serving  Selma  as  an  intermediate  point,  having  begun 
operation  prior  to  May  1,  1917.  The  line  between  Fresno  and  Fowler 
is  operated  by  R.  H.  Ramsey,  who  began  operating  in  1914.  All  these 
present  carriers  protest  the  granting  of  the  application. 

It  appears  that  there  Is  sufficient  local  service  at  present  between 
Fresno,  Fowler,  Selma,  Kingsburg,  Traver,  Goshen  and  Visalia.  There 
are  no  truck  lines  serving  the  other  intermediate  points  between 
Bakersfield  and  Fresno,  which  applicants  seek  authority  to  serve.  The 
present  freight  and  express  service  by  rail  in  that  territory  is  as 
follows : 
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The  Southern  Pacific  Company  presented  an  exhibit  prepared  from 
its  waybills  for  shipments  arriving  during  October,  1920,  just  after 
the  line  was  cleared  following  the  closing  of  the  tunnel.  This  shows 
elapsed  time  between  receipt  of  shipment  and  date  of  waybill  on  the 
one  hand,  and  the  day  when  the  waybill  was  taken  into  the  station 
accounts  at  destination.  From  this  exhibit  it  appears  that  the  time 
in  the  majority  of  cases  between  Los  Angeles  and  points  shown,  and 
the  average  weight  per  shipping  day,  was  as  follows : 

Between  Los  Angeles  and  following  points: 

Bakersfield    2  days 1^,102  lbs.  daily  average 

Tulare    3  days 4,464  lbs.  daily  average 

Goshen   3  to  5         days 67  lbs.  daily  average 

Visalia    2  and  3      days 4,31S  lbs.  daily  average 

Exeter    3  and  4      days 1,267  lbs.  daily  average 

Stratbmore    3  and  4      days 449  lbs.  daily  average 

Porterville    2,3  and  4  days 4,094  lbs.  daily  average 

Terra  Bella 3,4  and  5  days 735  lbs.  daily  average 

Kingsbnrg    4  and  5      days 1,741  lbs.  daily  average 

Selma    4  and  5      days 1,999  lbs  daily  average 

It  also  presented  an  exhibit  showing  average  hours  elapsed  between 
4  p.m.  of  the  day  of  loading  and  the  time  when  the  freight  was  avail- 
able for  removal  from  the  freight  house  at  destination,  as  follows: 

Average  Cars  In 

From  To  hours  average 

Los  Angeles Bakersfield    39  13 

Los  Angeles Fresno 46  13 

Fresno Los  Angeles 67  44 

Bakersfield Xos  Angeles 45  36 

B^esno Delano 19  24 

Fresno Kingsburg 16  22 

Fresno Selma 16  28 

Fresno Tulare 17  23 

Fresno Visalia 16  23 

The  Santa  Fe  operates  through  cars  from  Fresno  to  Bakersfield  and 
Los  Angeles,  breaking  bulk  at  those  points.  It  showed  that  of  27 
through  cars  moving  out  of  Fresno  at  6  p.m.,  November  29  to  December 
30,  last,  20  were  ready  for  delivery  at  Bakersfield  the  following  morn- 
ing, 3  the  following  afternoon,  and  3  on  the  second  morning.  The 
actual  time  in  transit  was  from  13  hours  5  minutes  to  32  hours  25 
minutes,  or  an  average  of  16  hours  37  minutes  for  the  111  miles. 

The  American  Railway  Express  Company  operates  out  of  Fresno  at 
12.30  p.m.  and  5.30  p.m.,  arriving  at  Bakersfield  4J  and  5  hours  later, 
respectively,  via  Porterville;  also  leaving  Fresaio  at  8.30  a.m.  for 
Porterville  and  intermediate  points,  and  leaving  Fresno  at  7.15  a.m. 
for  points  south  of  Exeter,  arriving  at  Bakersfield  at  11.52  a.m.  and 
Los  Angeles  at  8.25  p.m.  Neither  of  the  truck  lines  operating  out  of 
Fresno  have  any  time  schedule  on  file  and  their  service  as  to  time  was 
not  shown  at  the  hearing,  except  Mr.  Scribner's. 
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Applicants  propose  to  operate  upon  a  schedule  leaving  Los  Angeles 
at  5  p.m.,  Bakersfield  at  5  a.m.,  McFarland  at  7.10  a.m.,  Terra  Bella 
at  9.10  a.m.,  Porterville  at  10.15  a.m.,  Visalia  at  12.55  p.m.,  arriving 
at  Fresno  4.40  p.m.,  with  time  at  other  points  about  in  proportion  to 
distance ;  and  leaving  Fresno  at  5  a.m.,  Visalia  at  8.45  a.m.,  Porterville 
at  11.25  a.m..  Terra  Bella  at  12.30  p.m.,  McFarland  at  2.30  p.m., 
Bakersfield  at  4.40  p.m.,  Los  Angeles  at  5  a.m.,  service  to  be  daily  except 
Sundays  and  holidays.  A  question  is  raised  by  the  rail  carriers 
whether  this  schedule  can  be  maintained.  We  are  not  satisfied  from 
the  testimony  that  it  can  be,  considering  time  spent  in  local  pickups 
and  deliveries,  but  apparently  it  can  be  approximated. 

Mr.  Duntley  operates  over  the  Ridge  route  between  Los  Angeles  and 
Bakersfield  on  a  14-hour  schedule,  which  he  testifies  he  can  meet  with- 
out difficulty  during  cool  weather,  but  that  in  hot  weather  it  can  not 
easily  be  done  owing  to  heating  of  the  engine,  but  that  a  loaded  truck 
should  make  the  trip  between  Bakersfield  and  Fresno  in  nine  hours. 

Mr.  Hodge  testified  that  applicants  propose  to  operate  trailer  with 
each  truck;  that  trucks  used  over  the  Ridge  route  will  probably  need 
additional  braking  facilities,  to  be  accomplished  by  widening  the  brake 
drums,  and  will  need  increased  facilities  for  cooling.  Mr.  Duntley  tes- 
tifies that  from  his  experience  it  is  not  practicable  to  operate  trailers 
over  the  Ridge  route  without  having  an  extra  man  to  operate  brakes 
on  trailers  going  down  the  grades. 

Mr.  Hodge  has  had  several  years*  experience  in  truck  transportation, 
and  is  now  operating  17  trucks  (Packards,  Macks  and  Fageols)  and  15 
trailers,  with  a  total  capacity  of  183^  tons,  figuring  a  40  per  cent  over- 
load, handling  fresh  fruits  to  canneries  in  Los  Angeles  from  various 
points  in  the  adjacent  fruit  growing  territory,  and  citrus  fruits  to  Los 
Angeles  harbor  for  ocean  shipment.  This  service,  rendered  under 
private  contract,  is  highly  endorsed  by  his  patrons.  Under  contract 
with  Messrs.  Mershon  and  Rose,  he  agrees  to  furnish  all  necessary 
equipment  for  the  proposed  line,  not  exceeding  10  trucks  and  10 
trailers,  and  if  necessary  procure  cash  or  credit  to  the  extent  of  $30,000, 
to  be  used  in  establishing  the  business;  all  advances  to  be  repaid  out 
of  the  business,  Mr.  Hodge  to  manage  and  control  the  business  and  own 
70  per  cent  of  any  operative  right  granted  by  the  Commission,  the 
other  parties  to  own  15  per  cent  each.  The  pay  for  the  use  of  the 
Hodge  equipment  is  to  be  cost  of  operation,  depreciation,  and  a  per- 
centage to  be  determined  by  arbitration.  Mr.  Hodge  subsequently 
testified  that  he  would  furnish  all  of  his  present  equipment  for  the 
proposed  line  if  and  when  needed. 
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Time  in  transit  under  the  present  and  proposed  services  has  been 
discussed  above,  and  we  show  below  comparative  rates,  including 
drayage  rates: 

Comparative  rates,  less  than  carload  lots,  in  cents  per  100  pounds. 

Between  Los  Angeles  and  Fresno : 

Classes:                                                                                  1  2  3:C  4 

Truck    1871  160  14  U  HBJ 

Rail    1151  99  811  72 

Drayage    10  16  16  16 

Express   235  176  146 

Between  Bakersfield  and  Fresno: 

Classes:                                                                                1  2  3:0  4 

Track    1221  104  921  701 

Rail    58  49  401  3Gi 

Drayage    171  171  171  171 

Express   154  116  96 

Between  Fresno  and  Porterville: 

Classes:                                                                                     1  2  3:C  4 

Truck  80  671  eO  50 

Rail  391  33  30  25 

Drayage    71  71  71           71 

Express   124  93  86 

Between  Bakersfield  and  Porterville: 

Classes:                                                                                1  2  3:C           4 

Truck  69  50  511  421 

Rail  33  28  25  22 

Drayage    , 10  10  10  10 

Express 99  74  72 

Drayage  charges:  Los  Angeles  81  cents,  Fresno  71  cents,  Bakersfield  10  cents. 
At  Porterville,  not  in  evidence.    Minimum  drayage  charges  not  in  evidence. 

Minimum  charges  by  rail  and  truck  lines  50  cents,  except  truck  charge  between 
Los  Angeles  and  Fresno  is  75  cents. 

Express  company  gives  free  pickup  and  delivery  at  all  points  except  Famoso, 
Ducor,  Terra  Bella,  Strathmore,  Farmersville,  Goshen  and  Fowler.  *'C*'  in  above 
table  represents  its  commodity  rates. 

The  proposed  service  offering  free  pickup  at  ranches  within  five 
miles  of  the  highway,  and  special  fast  service  by  through  truck  on 
truck  loads  at  two-thirds  the  published  rates,  is  rather  a  marked 
departure  from  the  present  rail  freight  service,  plus  local  drayage 
service  in  the  towns  along  the  railroad,  or  even  the  usual  truck  service. 
There  appears  to  be  considerable  demand  for  such  service  for  perish- 
ables in  truck  loads  making  special  trips. 

Rates  proposed  for  less  than  truck  load  service  between  the  different 
towns  on  the  proposed  line,  even  in  free  delivery  zones,  are  so  much 
higher  than  the  rail  freight  rates  plus  drayage  that  there  is  probably 
no  real  competition  as  to  such  traffic.  Apparently  the  traffic  which 
would  move  by  the  truck  line  would  be  that  which  could  afford  to  pay 
a  much  higher  rate,  in  return  for  certain  advantages  in  the  way  of 
service,  such  as  saving  of  time  in  transit,  saving  time  in  loading 
(because  a  truck  load  is  so  much  smaller  than  a  car  load),  less  handling 
than  by  freight  or  express,  less  onerous  requirements  as  to  packing  or 
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crating,  practical  elimination,  in  many  instances,  of  delay  between  the 
time  when  goods  must  be  placed  with  the  carrier  and  the  time  when 
transit  begins,  caused  by  earlier  closing  of  rail  freight  houses.  There 
was  much  testimony  showing  how  the  above  advantages  would  beneiit 
various  lines  of  business  in  the  territory  in  question. 

As  to  fruit  movements,  it  appears  from  testimony  of  growers  that 
they  can  get  on  the  Los  Angeles  market  much  quicker  by  truck,  as 
they  can  load  much  faster  with  less  expense  in  crating  and  no  delay  in 
icing  cars,  and  reacli  the  Los  Angeles  early  markets  the  following 
morning  with  fruit  and  produce  grown  in  the  vicinity  of  Bakersfield. 
They  claim  they  can  ship  riper  fruit,  better  flavored  and  of  increased 
weight,  with  less  loss  through  culling  of  over-ripe  or  bruised  fruit,  than 
can  be  done  by  rail  freight  or  express  with  added  handling  and  greater 
delay  in  transit.     There  was  also  testimony  to  the  eflfect  that  in  ship- 
ping under  refrigeration  the  usual  grower  would  require  about  three 
days  to  load  a  car  and  one  to  ice  it,  delaying  to  this  extent  the  time  of 
getting  on  the  market.    There  was  considerable  testimony  showing  that 
many  merchants  are  carrying  smaller  stocks  of  goods  than  heretofore, 
buying  at  more  frequent  intervals  and  requiring  faster  service  than  by 
rail  freight.     On  the  other   hand,  there  was  considerable  testimony 
showing  that  shippers  are  satisfied  with  rail  service  for  those  classes 
of  freight  in  the  transportation  of  which  time  is  not  a  serious  element 
and  where  advantage  can  be  taken  of  the  lower  rate.     Some  shippers 
expressed  a  personal  preference  for  rail  service  because  of  its  depend- 
able character,  the  share  of  the  railroads  in  developing  the  countrj', 
because  it  is  alleged  that  truck  employes  do  not  patronize  local  mer- 
chants to  the  extent  that  railroad  employes  do,  but  principally  because 
the  i*eduction  in  rail  tonnage  of  local  freight  might  result  in  curtail- 
ment of  service,  particularly  in  reference  to  the  Southern  Pacific  mer- 
chandise train  operating  out  of  Fresno.     It  will  be  noticed,  however, 
that   the  latter  service  is  operated   in  that  portion  of  the  territory 
immediately  south  of  Fresno  which  is  already  well  served  by  truck 
lines.     It  is  because  of  this  latter  situation  that  the  order  herein  pro- 
hibits local  service  in  that  portion  of  the  territory. 

ORDER. 

Public  hearings  having  been  held  upon  the  above  entitled  applica- 
tion, the  matter  being  submitted  and  now  ready  for  decision: 

The  Railroad  Commission  hereby  declares  that  public  convenience 
and  necessity  require  the  operation  by  F.  M.  Hodge,  L.  E.  Mershon  and 
H.  A.  Rose  of  an  automobile  freight  truck  service  between  Los  Angeles 
and  that  portion  of  the  city  of  Bakersfield  lying  beyond  a  radius  of 
twelve  blocks  from  the  present  Bakersfield  terminal  of  George  N» 
Duntley,  doing  business  under  the  fictitious  name  of  Los  Angeles  and 
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Bakersfield  Fast  Freight  Truck  Line;  also  between  Los  Angeles  and 
Jewetta,  Lerdo,  Famoso,  McFarland,  Delano,  Richgrove,  Orris,  Dueor, 
Terra  Bella,  Piano,  Porterville,  Strathrnore,  Lindsay,  Exeter,  Fariners- 
ville,  Visalia,  Tulare,  Goshen,  Traver,  Kingsburg,  Selma,  Winedale, 
Fowler,  Calwa  City  and  Fresno,  for  the  common  carriage  of  property ; 
and  that  such  public  convenience  and  necessity  require  said  applicants 
to  operate  automobile  freight  truck  service  for  the  common  carriage  of 
property  in  truck  loads  at  two-thirds  of  the  rates  per  hundred  pounds 
quoted  in  Exhibit  **A*',  attached  to  the  above  application,  between 
Los  Angeles  and  the  territory  above  described,  and  also  a  zone  extend- 
ing five  miles  on  each  side  of  the  highway  traversed  on  the  route  by 
which  the  above  named  towns  are  served  and  five  miles  on  each  side 
of  the  said  twelve  block  radius  from  the  said  Duntley  terminal  in 
Bakersfield.  Public  convenience  and  necessity  do  not  require  opera- 
tion of  either  of  said  services  between  Los  Angeles  and  that  portion 
of  Bakersfield  within  said  twelve  block  radius  from  said  Duntley 's 
Bakersfield  terminal,  nor  do  they  require  any  local  service  between 
Fresno  and  Fowler,  Selma,  Kingsburg,  Traver,  Gbshen,  Goshen 
Junction,  Visalia  or  Tulare,  or  between  any  of  said  points. 

Nothing  herein  contained,  however,  shall  be  construed  to  prevent  the 
transportation  of  property  between  points  on  said  route  between  Fresno 
and  Visalia  or  Tulare  and  points  hereinabove  named  on  said  route 
lying  southerly  or  easterly  from  Visalia  or  Tulare. 

The  operative  rights  and  privileges  hereby  established  may  not  be 
transferred,  leased,  sold  nor  assigned,  nor  the  said  service  abandoned 
unless  the  written  consent  of  the  Railroad  Commission  thereto  has  first 
been  procured. 

No  vehicle  may  be  operated  in  said  service  unless  said  vehicle  is 
owned  by  the  applicants  herein  or  is  leased  by  said  applicants  under  a 
contract  or  agreement  satisfactory  to  the  Railroad  Commission. 

It  is  hereby  ordered,  that  applicants  shall,  within  fifteen  days  from 
the  date  hereof,  file  with  the  Railroad  Commission  their  schedules  and 
tariffs  covering  said  proposed  service,  which  shall  be  in  addition  to 
proposed  schedule  and  tariff  accompanying  the  application,  and  shall 
set  forth  the  date  upon  which  the  operation  of  the  line  hereby  author- 
ized will  commence,  which  date  shall  be  within  thirty  days  from  date 
hereof,  unless  time  to  begin  operation  is  extended  by  formal  supple- 
mental order. 

The  authority  herein  contained  shall  not  become  effective  until  and 
\inless  the  above  mentioned  schedules  and  tariffs  are  filed  within  the 
time  herein  limited. 

Dated  at  San  Francisco,  California,  this  third  day  of  September, 
1921. 
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DECiiaoN  No.  9464. 

EAST  BAY  WATER  COMPANY.  A  CORPORATION ;  UNION  CX)NSTRUC- 
TION  COMPANY,  A  CORPORATION:  BEST  STEEL  CASTING  COM- 
PANY, A  CORPORATION;  PACIFIC  CXIAST  CANNING  COMPANY, 
A  CORPORATION;  GOLDEN  WEST  BREWING  COMPANY,  A  COR- 
PORATION ;  T.  K.  DOMOTO  AND  H.  DOMOTO,  COPARTNERS,  DOING 
BU8INT:SS  UN-DER  the  FIRM  NAME  AND  STYLE  OF  DOMOTO 
BROTHERS, 

VS. 

SOUTHERN  PACIFIC  COMPANY,  A  CORPORATION;  ATCHISON,  TOPEKA 
AND  SANTA  FE  RAILWAY  COMPANY,  A  CORPORATION. 

Case  No.  1578.. 

EAST  BAY  WATER  COMPANY,  A  CORPORATION. 

VS. 
SOUTHERN  PACIFIC  COMPANY.  A  CORPORATION. 


Case  No.  1579. 
Decided  September  3,  1921. 


Railroad  Freight  Rates — Reparation — Jurisdiction. — The  Commissioii  holds 
that  it  has  no  jurisdiction  over  reparation  awards  involving  shipments  daring 
the  period  of  federal  control  or  federal  guarantee. 

Reparation — Discrimination. — In  the  readjustment  of  general  schedules,  repara- 
tion awards  would  result  in  discrimination  and  will  not  be  allowed. 

E,  W.  HoUtHffitDortkf  R.  T.  Boyd,  and  Bishop  mnd  Baklefy  for  Complainants  and 

Oakland  Chamber  of  Commerce. 
Elmer  WestlaJce  and  M.  A,  Cummings,  for  Southern  Pacific  Company. 
O.  H.  Baker,  for  Atchison,  Topeka  and  Santa  Fe  Railway  Company. 
Robert  Hutcherton,  for  Associated  OU  Company,  Intervener. 
C.  E,  DonaldtOH,  for  Shell  Oil  Company  of  California,  Intervener. 
J.  I.  Sheridan,  for  Union  Oil  Company,  Intervener. 
Duncan  8.  Murray,  for  Alameda  Sugar  Company,  Intervener. 

LovELAND  AND  BENEDICT,  Commtgitioners. 

OPINION. 

These  two  cases,  which  were  heard  together  and  will  be  disposed  of 

in  one  report,  relate  to  the  rates  on  petroleum  fuel  oil,  in  tank  cars, 

from  Richmond  to  Oakland  and  Alvarado.    The  complaints  were  filed 

April  8,  1921,  and  allege  that  the  rates  assessed  and  collected  are 

unjust,  unreasonable,  in  violation  of  the  Public  Utilities  Act  and  of  the 

Constitution  of  the  State  of  California.    The  establishment  of  just  and 

reasonable  rates  for  the  future  and  reparation  since  March  1,  1920,  are 

sought.    The  Associated  Oil  Company,  Shell  Oil  Company,  Union  Oil 

Company  and  Alameda  Sugar  Company  intervened,  as  their  interests 

might  appear,  and  particularly  in  opposition  to  any  change  in  the 

adjustment  bringing  about  a  disruption  of  the  oil  rate  blanket  now  in 

effect  from  all  east  San  Francisco  Bay  refining  points  to  the  consuming 

territory  embracing  Oakland  and  vicinity.     Bates  hereinafter  stated 

apply  per  100  pounds,  except  as  otherwise  indicated. 
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Case  No.  1578  attacks  the  rate  of  6^  cents  in  effect  prior  to  August 
26,  1920,  and  rate  of  8  cents,  effective  August  26,  1920,  applying  from 
Richmond  to  Oakland  via  both  Southern  Pacific  Company  and  the 
Atchison,  Topeka  and  Santa  Fe,  while  Case  No.  1579  calls  into  ques- 
tion the  rate  of  7^  cents,  in  effect  prior  to  August  26,  1920,  and  rate  of 
9^  cents,  effective  August  26,  1920,  from  Richmond  to  Alvarado,  via 
Southern  Pacific  Company. 

Prior  to  June  25,  1918,  the  rate  from  Richmond  to  points  within  the 
Oakland  switching  limits  was  35  cents  per  ton;  on  that  date  it  was 
increased  25  per  cent,  or  to  40  cents  per  ton.  On  August  10,  1918,  this 
rate  was  canceled  and  an  increase  of  4.5  cents  substituted;  the  rate  to 
Oakland  thus  became  6^  cents;  on  August  26,  1920,  another  increase 
of  25  per  cent  was  added,  which  made  the  present  rate  of  8  cents.  By 
the  same  process,  the  rate  of  3  cents,  in  effect  prior  to  June  25,  1918,  to 
Alvarado,  became  9^  cents. 

The  distances  from  the  loading  tanks  in  Richmond  to  the  indtlstry 
tracks  of  the  six  complainants  vary  from  14.7  miles  to  the  Pacific  Coast 
Canning  Company,  to  23.5  miles  to  the  Best  Steel  Casting  Company, 
or  an  average  distance  of  18.3  miles,  while  the  distance  from  Richmond 
to  Alvarado  is  approximately  34  miles. 

In  support  of  their  claim  of  unreasonableness,  complainants  rely 
principally  upon  a  comparison  of  the  present  rates  with  those  formerly 
in  effect.  They  also  presented  a  number  of  exhibits  showing  rates  for 
certain  selected  commodities  between  points  in  the  San  Francisco  Bay 
districts  and  between  points  in  other  territory  within  the  state. 
Defendants  contend  that  most  of  the  rates  set  forth  in  the  exhibits 
were  established  not  with  regard  to  the  proper  measure  of  return  for 
the  services  performed,  but  to  meet  certain  situations  created  mainly 
by  compelling  water  competition. 

An  analysis  of  the  exhibits  will  not  be  necessary,  for  the  reason  that 
subsequent  to  submission  of  this  proceeding  the  Southern  Pacific  Com- 
pany voluntarily  established  a  readjustment  of  the  commodity  freight 
rates,  including  fuel  oil,  in  carload  lots,  between  Richmond  and  points 
located  within  Oakland  switching  limits,  which  limits  include  Berkeley, 
Emeryville,  Alameda  and  Elmhurst.  This  adjustment  is  published  in 
Southern  Pacific  Company  Jjocal  and  Proportional  Freight  Tariff 
730-A,  C.  R.  C.  2436,  as  per  Item  1875,  shown  on  original  page  130-A, 
issued  August  15,  1921,  and  made  effective  August  17,  1921. 

The  readjustment  of  the  carload  freight  rates  betwen  Richmond  and 
the  Oakland  switching  district  is  graded  out  according  to  zones,  creat- 
ing a  first  zone  with  a  rate  of  3  cents,  including  Emeryville  and  points 
north  and  east  thereof,  and  a  second  zone  with  a  rate  of  3^  cents  in 
the  territory  south  of  the  city  boundary  line  at  Emeryville  to  and 
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including  Oakland  wharf  on  the  one  hand  and  Fallon  street  on  the 
other.  Within  this  second  zone  is  located  the  industry  tracks  of  com- 
plainants, Union  Construction  Company,  Pacific  Coast  Canning  Com- 
pany and  the  Golden  West  Brewery.  In  the  third  zone  a  rate  of  4  cents 
per  100  pounds  has  been  established  in  the  Oakland  switching  district, 
which  includes  the  territory  east  of  Fallon  street  to  and  including  Elm- 
hurst  and  industries  located  within  the  city  of  Alameda.  This  district 
serves  the  industry  track  of  complainants,  East  Bay  Water  Company, 
Doraoto  Brothers  and  Best  Steel  Casting  Company.  The  freight  com- 
modity rates  just  referred  to  also  include,  as  heretofore  stated,  petro- 
leum fuel  oil,  and  by  the  provisions  of  Item  No.  1670-B,  carried  on 
ninth  revised  page  326  of  Southern  Pacific  Company  Local,  Joint  and 
Proportional  Freight  Tariff  333-F,  C.  R.  C.  2395,  make  the  carload 
freight  commodity  rate  apply  to  fuel  oil  from  all  of  the  oil  shipping 
points — Richmond  to  Avon,  inclusive. 

The  effect  of  the  adjustment  referred  to  gives  to  complainants  located 
in  the  second  zone — Union  Construction  Company,  Pacific  Coast  Can- 
nery and  Golden  West  Brewing  Company— a  rate  of  3|  cents  per  100 
pounds,  or  70  cents  per  ton,  in  lieu  of  the  present  rate  of  8  cents  per 
100  pounds,  or  $1.60  per  ton,  a  reduction  of  90  cents  per  ton. 

To  the  complainants  East  Bay  Water  Company,  Domoto  Brothers 
and  Best  Steel  Casting  Company,  located  in  the  first  zone,  as  described, 
the  rate  has  been  reduced  to  4  cents  per  100  pounds,  or  80  cents  per 
ton,  as  compared  with  the  present  rate  of  8  cents  per  100  pounds,  or 
$1.60  per  ton,  thus  creating  a  reduction  of  80  cents  per  ton.  It  appears 
to  the  Commission  that  the  rates  from  Richmond  to  Oakland,  made 
effective  by  the  Southern  Pacific  Company,  of  60,  70  and  80  cents  per 
ton  are  reasonable.  These  rates  are  zoned  according  to  mileage  and 
conform  to  the  existing  switching  limits  established  by  this  Commission 
in  Application  No.  6390,  Decision  No.  8960,  May  12,  1921.  We  con- 
elude  there  should  be  no  further  reduction  in  these  rates  at  this  time. 

This  leaves  for  consideration  only  the  establishment  of  a  just  and 
reasonable  rate  to  apply  on  fuel  oil  moving  from  Richmond  to  Alvarado, 
where  the  rate  at  the  present  time  is  9^  cents  per  100  pounds,  or  $1.90 
per  ton. 

The  distance  from  Richmond  to  Alvarado  is  slightly  more  than  34 
miles,  involving  an  extra  haul  of  11  miles  beyond  the  furthest  point  in 
the  third  district  within  the  Oakland  switching  limits,  where  the  80- 
cent  rate  has  recently  been  established. 

The  differential  in  the  rate  existing  between  Oakland  and  Alvarado 
was  25  cents  per  ton  on  June  24,  1918,  and  became  30  cents  per  ton 
August  26,  1920,  the  date  upon  which  the  last  increase  in  rates  was 
authorized  in  connection  with  this  Commission's  Decision  No.  7983  in 
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Application  No.  5728  of  August  17,  1920,  which  increase  in  rates  fol- 
lowed the  decision  of  the  Interstate  Commerce  Commission  in  Ex 
Parte  74. 

In  view  of  the  fact  that  any  rate  on  fuel  oil  established  from  Rich- 
mond to  Alvarado,  a  distance  of  approximately  34  miles,  also  applies 
under  the  blanket  rate  adjustment  from  Avon  to  Alvarado,  a  distance 
of  approximately  54  miles,  we  are  of  the  opinion  that  tlie  present  exist- 
ing differential  of  30  cents  per  ton  should  be  maintained  and  that, 
therefore,  a  rate  of  $1.10  per  ton  is  just  and  reasonable  for  the  trans- 
portation of  fuel  oil  between  Richmond  and  Alvarado  in  lieu  of  the 
present  rate  of  $1.90  per  ton. 

Complainants  have  asked  for  reparation  in  connection  with  ship- 
ments moved  since  March  1,  1920.  However,  under  the  provision  of 
section  208  (a)  of  Transportation  Act  1920  the  federal  government 
guaranteed  to  carriers  a  fixed  rate  of  return  until  September  1,  1920, 
and  the  Transportation  Act  further  provided  that  the  rates  in  effect 
as  of  February  29,  1920,  should  not  be  reduced  prior  to  September  1, 
1920,  without  authority  of  the  Interstate  Commerce  Commission.  It 
would  appear,  therefore,  that  this  Commission  has  no  jurisdiction  over 
reparation  awards  involving  shipments  moved  prior  to  September  1, 
1920,  during  the  period  of  federal  control  or  during  the  period  of 
federal  guarantee. 

This  Commission  has  previously  held  that  in  the  readjustment  of  a 
general  schedule  of  rates,  such  as  involved  in  this  proceeding  and  cov- 
ering a  large  territory  and  a  great  number  of  shippers,  reparation 
awards  would  result  in  discrimination  and  should  not  be  authorized; 
we  therefore  conclude  that  no  reparation  will  be  ordered  paid  in  con- 
nection with  these  proceedings. 

We  find  as  a  fact  that  the  rate  of  $1.60  per  ton  for  the  transporta- 
tion of  petroleum  fuel  oil,  in  carload  lots,  from  Richmond  to  Oakland, 
and  the  rate  of  $1.90  per  ton  from  Richmond  to  Alvarado,  are  excessive, 
unreasonable  and  unlawful. 

We  further  find  that  the  rates  established  by  the  Southern  Pacific 
Company  August  17,  19^,  of  60,  70  and  80  cents  per  ton  on  petroleum 
fuel  oil  from  Richmond  to  the  described  districts  within  the  Oakland 
switching  limits  are  just  and  reasonable  and  should  not  be  further 
reduced. 

We  also  find  that  a  rate  of  $1.10  per  ton  from  Richmond  to  Alvarado 
is  just  and  reasonable  and  the  Southern  Pacific  Company  should  estab- 
lish this  rate  within  twenty  (20)  days  from  the  effective  date  of  this 
order.  As  to  the  rates  on  fuel  oil  from  Richmond  to  Oakland  via  the 
Atchison,  Topeka  and  Santa  Fe,  the  Atchison,  Topeka  and  Santa  Fe 
has  already  secured  from  the  Commission,  by  informal  application, 
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authority  to  reduce  its  fuel  oil  rates  to  Oakland  to  the  same  basis  as 
those  put  into  effect  by  the  Southern  Pacific  Company  on  August  17, 
1921. 

We  recommend  the  following  form  of  order: 

ORDER. 

A  public  hearing  having  been  held  in  the  above  entitled  proceedings, 
a  full  investigation  having  been  had,  being  fully  apprised  in  the  prem- 
ises, and  basing  its  order  upon  the  foregoing  opinion,  the  Commission 
finds  as  a  fact  that  the  petroleum  fuel  oil  rate  of  $1.60  per  ton  Rich- 
mond to  Oakland  and  $1.90  per  ton  Richmond  to  Alvarado  are  exces- 
sive and  unreasonable,  and  that  rates  of  60,  70  and  80  cents  per  ton 
from  Richmond  to  the  respective  zones  in  Oakland  (as  described  in  the 
opinion)  and  rate  of  $1.10  per  ton  from  Richmond  to  Alvarado  are 
just  and  reasonable  rates; 

It  is  hereby  ordered,  that  the  Southern  Pacific  Company  and  the 
Atchison,  Topeka  and  Santa  Fe  Railway  Company,  as  their  interests 
may  appear,  publish  and  file  with  this  Commission  on  or  before  twenty 
(20)  days  from  the  date  of  this  order  tariffs  setting  forth  rates  of 
sixty  cents  (60c),  seventy  cents  (70c)  and  eighty  cents  (80c)  per  ton 
on  petroleum  fuel  oil  Richmond  to  the  described  zones  in  Oakland  and 
that  the  Southern  Pacific  Company  publish  rate  of  $1.10  per  ton  Rich- 
mond to  Alvarado. 

It  is  hereby  further  ordered,  as  to  the  other  matters  involved  that 
the  complaints  be  and  the  same  are  hereby  dismissed. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  third  day  of  September, 
1921. 


Decision  No.  9469. 


IX  TUK  MATTER  OF  THE  APPLICATION  OF  THE  WESTERN  PACIFIC 
RAILROAD  COMPANY  FOR  AN  ORDER  AUTHORIZING  THE  ABAN- 
DONMENT OF  ITS  AGENCY  STATION  Al^CALNEVA,  CALIFORNIA. 


Application  No.  6496. 
Decided  September  7,  1921. 


By  TirE  Commission. 

OPINION. 


The  Western  Pacific  Railroad  Company  has  petitioned  the  Railroad 
Commission  for  an  order  authorizing  the  discontinuance  of  its  agency 
station   at   Calneva,   California,   alleging   in   such   petition   that  the 
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amount  of  traffic  developed  by  the  maintenance  of  a  station  at  such 
point  does  not  justify  the  continuance  of  an  agency  and  that  there  is 
no  public  necessity  for  its  continued  maintenance,  as  freight  and 
express  would  be  received  and  delivered  under  the  usual  conditions 
obtaining  at  a  nonagency  station  and  passengers  would  continue  to  be 
received  and  discharged  at  such  station. 

An  informal  investigation  has  been  made  by  the  Commission  since 
the  filing  of  this  application  and  it  appears  that  the  volume  of  traffic 
originating  at  and  destined  to  the  station  of  Calneva  is  limited  in 
amount.  The  following  is  a  record  of  the  business  handled  during  the 
year  ending  December  31,  1920: 

Passenger   tickets   sold    (61) $330  23 

Freight  received    (55,729   pounds) 435  01 

Freight  forwarded    (23,632   pounds) 178  27 

Total    $^3  51 

The  expense  of  maintaining  the  station  for  the  same  period  has 
amounted  to  $1,862.13,  of  which  amount  $1,680.64  was  for  salary  of 
the  agent. 

Protests  have  been  received  by  the  Commission  against  the  grant- 
ing of  the  application,  but  it  is  apparent  that  the  business  handled  does 
not  justify  the  expense  of  maintaining  an  agency  at  this  point. 

The  Commission's  investigation  develops  the  fact  that  Calneva  is  a 
water  station  and  that  an  employee  divides  his  time  between  this  station 
and  Hackstaflf  in  operating  the  pumping  plants  serving  the  tanks  con- 
taining water  supply. 

In  view  of  the  fact  that  the  trains  serving  Calneva  are  so  scheduled 
that  the  employee  designated  to  handle  the  pumping  plants  can  arrange 
to  be  at  Calneva  during  the  hours  when  passenger  trains  scheduled  to 
stop  at  this  station  are  arriving  and  at  the  time  when  local  freight 
trains  are  due,  we  are  of  the  opinion  that  the  employee  used  as  a 
pumper  should  also  be  used  as  a  caretaker  and  thereby  furnish  reason- 
able service  to  the  patrons  of  the  company  using  Calneva  station.  The 
establishment  of  a  caretaker  at  this  station  will  result  in  the  public 
receiving  a  portion  of  the  service  that  would  be  available  from  an 
agency  station.  The  station  will  be  open  at  hours  when  passenger 
trains  scheduled  to  stop  at  this  station  are  due,  shippers  and  receivers 
of  less  than  carload  freight  will  be  able  to  have  their  shipments  stored 
in  the  warehouse  for  protection  against  pilferage  and  the  weather  and 
consignees  can  secure  same  by  presenting  themselves  at  the  hours 
when  the  caretaker  is  on  duty  at  Calneva  station.  No  tickets  will  be 
available  and  no  receipt  for  freight  shipments  will  be  available,  nor 
will  receipts  be  exacted  when  delivery  of  consignments  is  made,  the 
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station  to  be  handled  as  a  nonagency  as  regards  the  receipt  and  delivery 
of  less  than  carload  freight,  baggage  and  express. 

We  are  of  the  opinion  that  the  application  should  be  granted  con- 
ditioned upon  applicant,  Western  Pacific  Railroad  Company,  being 
required  to  substitute  a  caretaker  in  lieu  of  the  agent  as  more  spe- 
cifically defined  in  the  following  order: 

ORDER. 

Western  Pacific  Railroad  Company  having  applied  for  authority  to 
discontinue  its  agency  station  at  Calneva,  an  investigation  having 
been  made,  the  Commission  being  fully  advised  and  of  the  opinion  that 
this  is  a  matter  in  which  a  public  hearing  is  not  necessary  and  that  the 
application  should  be  granted  conditionally ; 

It  is  hereby  ordered,  that  this  application  be  and  the  same  hereby  is 
granted,  subject  to  the  following  conditions : 

1.  At  the  time  of  discontinuance  of  the  agency  at  Calneva,  appli- 
cant. Western  Pacific  Railroad  Company,  will  be  required  to  substitute 
for  the  agent  heretofore  employed  at  such  station,  an  employee  whose 
duties  will  comprise  those  of  a  caretaker,  and  to  include  his  attend- 
ance at  hours  when  passenger  trains  scheduled  to  stop  at  Calneva 
arrive;  to  keep  the  station  in  condition  for  the  use  of  passengers  as 
to  cleanliness,  light  and  heat  during  the  hours  when  trains  are  sched- 
uled to  arrive  and  depart;  to  render  assistance  in  the  conduct  of  less 
than  carload  freight  and  express  business  by  caring  for  shipments, 
both  incoming  and  outgoing,  to  the  extent  that  they  are  placed  in  the 
station  warehouse  and  are  kept  from  the  weather  and  opportunity  for 
pilferage.  No  receipts  are  to  be  required  for  shipments  delivered  for 
forwarding  or  to  be  exacted  for  freight  delivered  to  consignees.  Tickets 
are  not  to  be  sold  by  the  caretaker,  passengers  to  be  required  to  pay 
fares  to  conductors  of  trains,  either  through  to  destination  or  to  the 
next  open  ticket  oflBce  as  may  be  arranged  by  applicant,  Western 
Pacific  Railroad  Company.  In  either  case,  no  excess  train  fare  to  be 
required  due  to  passenger  paying  fare  on  train. 

2.  Applicant,  Western  Pacific  Railroad  Company,  will  be  required  to 
give  ten  days*  notice  to  the  traveling  public  of  the  discontinuance  of 
agency  as  hereby  conditionally  authorized,  by  posting  notice  at  its 
station  of  Calneva,  such  notice  to  state  the  date  that  the  agency  station 
will  be  discontinued  and  also  to  advise  the  shipping  and  receiving 
public  the  hours  upon  which  the  caretaker  will  be  on  duty  and  the 
specific  duties  such  caretaker  will  perform  for  the  public.  A  copy  of 
such  notice  will  also  be  filed  with  this  Commission. 

Dated  at  San  Francisco,  California,  this  seventh  day  of  September, 
1921. 
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Decision  No.  9470. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  WESTERN  PACIFIC 
RAILROAD  COMPANY  FOR  AN  ORDER  ATH  IIORIZING  THE  ISSl  E 
OF  THREE  MILLION  DOLLARS  PRINCIPAL  AMOUNT  OF  FIRST 
MORTGAGE  SIX  PER  CENT  BONDS. 


Application  No.  7031. 
Decided  September  7,  1921. 


A.  R,  Baldtoin,  General  Counsel;  Lester  J,  Hinsdale,  General  Attorney,  and  Carl 
Taylor,  of  Counsel,  for  The  Western  Pacific  Railroad  Company. 

LoVELAND,  Commissioner. 

OPINION. 

The  Western  Pacific  Eailroad  Company,  hereinafter  sometimes 
referred  to  as  applicant,  asks  permission  to  issue  and  sell,  at  not  less 
than  94  per  cent  of  their  face  value  and  accrued  interest,  $3,000,000 
of  first  mortgage  6  per  cent  bonds  due  March  1,  1946. 

As  of  June  30,  1921,  applicant  reports  $47,500,000  of  common  and 
$27,500,000  of  6  per  cent  noncumulative  preferred  stock.  This  stock 
was  issued  under  the  authority  granted  in  Decision  No.  3505,  dated  July 
12,  1916  (Vol.  10,  Opinions  and  Orders  of  the  Railroad  Commission  of 
California,  page  563),  in  payment  for  the  properties  of  Western  Pacific 
Railway  Company.  In  the  same  decision  the  Commission  authorized 
applicant  to  issue  and  sell,  for  not  less  than  90  per  cent  of  their  face 
value  and  accrued  interest,  $20,000,000  of  first  mortgage  bonds  due 
March  1,  1946*  Of  the  proceeds  not  exceeding  $2,000,000  applicant 
was  permitted  to  use  to  pay  distributive  shares  of  nonassenting  bond- 
holders, reorganization  expenses,  and  expenses  incident  to  the  reorgani- 
zation of  the  Western  Pacific,  as  more  fully  set  forth  in  Decision  No. 
3505.  The  remainder  of  the  proceeds  were  from  time  to  time  to  be 
expended  for  the  acquisition  and  construction  of  new  properties.  On 
August  16,  1921,  the  day  this  application  was  heard,  applicant's  treas- 
urer reported  that  it  had  $7,087,085.30  on  hand  from  the  sale  of  the 
bonds.  Since  then,  the  Commission  has  authorized  applicant  to  expend 
$5,620,424.32  of  this  amount,  leaving  $1,466,660.98  not  covered  by  an 
order  of  the  Commission. 

On  April  9,  1921,  the  Commission  by  Decision  No.  8834  authorized 
applicant  to  issue  $4,180,000  of  5  per  cent  first  mortgage  bonds  to 
enable  The  Western  Pacific  Railroad  Corporation  to  purchase  outstand- 
ing securities  of  Sacramento  Northern  Railroad.  These  bonds  have 
been  issued  by  applicant.  Of  the  total  bonds  heretofore  issued, 
$176,500  have  been  retired  through  the  sinking  fund,  leaving  a  total 
of  $24,003,500  outstanding  on  June  30,  1921. 
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It  appears  from  the  testimony  in  this  proceeding  that  in  1918  and 
prior  to  the  operation  of  applicant's  properties  under  the  federal  con- 
trol act,  applicant  ordered  five  Mikado  type  freight  locomotives,  400 
steel  frame  gondola  cars  and  1500  steel  under-frame  cars.  The  equip- 
ment cost  $4,112,648.17.  Applicant  expected  to  pay  for  this  equip- 
ment out  of  the  proceeds  realized  from  the  sale  of  the  $20,000,000  of 
bonds,  the  issue  of  which  the  Commission  authorized  in  Decision  No. 
3505.  Because  applicant's  properties  were  being  operated  by  the  fed- 
eral government,  the  trustees  under  applicant's  first  mortgage,  follow- 
ing the  advice  of  their  counsel,  refused  to  release  any  of  the  proceeds 
to  pay  for  the  equipment.  The  result  was  that  the  company  had  to 
borrow  money  to  pay  for  the  equipment.  Under  the  authority  of  the 
Director  General  of  Railroads,  applicant  issued  $3,600,000  of  6  per 
cent  equipment  gold  notes  payable  in  twelve  consecutive  installments 
of  $300,000  each,  payable  respectively  on  the  first  day  of  February  and 
on  the  first  day  of  August  in  each  year  commencing  on  the  first  day  of 
August,  1920,  and  ending  on  the  first  day  of  February,  1926.  The  notes 
were  sold  to  The  Equitable  Trust  Company  of  New  York  at  97.0491f 
per  cent  of  their  face  value,  and  accrued  interest.  They  are  callable 
at  101^  and  accrued  interest.  The  sale  agreement  provided,  among 
other  things,  that  the  trust  company  would  charge  applicant  one  per 
cent  interest  only  on  the  transaction,  provided  applicant  kept  on 
deposit  with  the  trust  company  during  the  period  the  notes  were  out- 
standing an  amount  of  cash  equal  to  the  face  amount  of  notes.  To 
secure  the  full  benefit  of  this  agreement,  applicant  had  to  deposit 
$3,600,000  of  the  proceeds  from  the  sale  of  the  $20,000,000  of  first 
mortgage  bonds  with  The  Equitable  Trust  Company.  The  trust  com- 
pany agreed  to  allow  applicant  such  rate  of  interest  on  the  amount  of 
the  deposit,  equal  to  the  principal  of  the  notes  held  by  the  trust  com- 
pany, as  would  result  in  the  receipt  by  the  trust  company  of  a  net 
interest  rate  (after  deducting  expenses)  of  one  per  cent  on  the  pur- 
chase price  of  the  notes  held  by  the  trust  company  (viz,  97.0491|)  over 
and  above  the  rate  of  interest  allowed  by  the  trust  company  on  such 
amount  of  said  deposit. 

Of  the  $3,600,000  of  equipment  gold  notes,  $900,000  have  been  paid, 
leaving  $2,700,000  outstanding.  These  outstanding  notes  call  for  the 
deposit  of  $2,700,000  of  cash  with  the  trust  company.  The  testimony 
shows  that  applicant  will  require  this  cash  during  the  current  and  fol- 
lowing year  for  construction  purposes.  Applicant  has  therefore  con- 
cluded to  purchase  at  par  from  the  trust  company  the  $2,700,000  of 
outstanding  equipment  gold  notes.  The  trust  company  has  agreed  to 
deliver  the  notes  to  applicant  at  par  and  not  insist  on  their  redemption 
at  the  call  price. 
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The  record  shows  that  The  Equitable  Trust  Company  has. expressed 
a  willingness  to  purchase  at  94  per  cent  of  their  face  value  and  accrued 
interest  $3,000,000  of  applicant's  first  mortgage  6  per  cent  bonds,  due 
March  1,  1946,  and  callable  at  102^  per  cent  of  their  face  value  and 
accrued  interest  thereon.  Applicant  asks  permission  to  use  the  pro- 
ceeds to  pay  the  $2,700,000  of  outstanding  equipment  gold  notes,  and 
reimburse  its  treasury  on  account  of  moneys  expended  to  pay  $300,000 
of  the  notes  due  August  1,  1921.  The  financing  of  the  payments  made 
on  the  equipment  prior  to  August  1,  1921,  is  covered  in  another  decision 
of  the  Commission. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

The  Western  Pacific  Railroad  Company  having  applied  to  the  Rail- 
road Commission  for  permission  to  issue  and  sell  $3,000,000  of  first 
mortgage  bonds,  a  public  hearing  having  been  held,  and  the  Commis- 
sion being  of  the  opinion  that  the  money,  property  or  labor  to  be  pro- 
cured by  such  issue  are  reasonably  required  by  applicant,  and  that  the 
expenditures  herein  authorized  are  not  in  whole  or  in  part  reasonably 
chargeable  to  operating  expenses  or  to  income; 

It  is  hereby  ordered,  that  The  Western  Pacific  Railroad  Company 
be  and  it  is  hereby  authorized  to  issue  and  sell,  for  cash,  on  or  before 
December  31,  1921,  at  not  less  than  94  per  cent  of  their  face  value  and 
accrued  interest  thereon,  $3,000,000  of  6  per  cent  first  mortgage  bonds 
due  March  1,  1946,  callable  at  102^  per  cent  of  their  face  value  and 
accrued  interest  thereon,  and  use  the  proceeds  to  pay  in  whole  or  in 
part  the  $2,700,000  of  outstanding  equipment  gold  notes  referred  to  in 
this  application  and  reimburse  its  treasury  on  account  of  moneys 
expended  to  pay  $300,000  of  said  notes  due  August  1,  1921,  or  on 
account  of  moneys  hereafter  expended  from  income  or  from  other 
moneys  not  derived  from  the  issue  of  stocks,  bonds,  notes,  or  other 
evidences  of  indebtedness,  in  the  payment  of  said  notes,  or  any  of 
them. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  tlie  fee  prescribed  by  section  57  of  the  Public 
Utilities  Act,  which  fee  amounts  to  two  thousand  dollars  ($2,000). 

2.  The  Western  Pacific  Railroad  Company  shall  keep  such  record 
of  the  issue  and  sale  of  the  bonds  herein  authorized,  and  of  the  dis- 
position of  the  proceeds,  as  will  enable  it  to  file,  on  or  before  the 
twenty-fifth  day  of  each  month,  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far 
as  applicable^  is  made  a  part  of  this  order. 
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The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  seventh  day  of  September, 
1921. 


Decision  No.  9471. 


IN  TUE  MATTER  OF  THE  APPLICATION  OF  THE  HEALDSBURG- 
SANTA  ROSA  AUTO  FREIGHT  LINE  FOR  AN  ORDER  GRANTING 
PERMISSION  TO  ESTABLISH  TARIFF  ADJUSTING  FREIGHT 
RATEJS. 


Application  No.  6920. 
Decided  September  7,  1921. 


Harvey  A.  Lovclandy  for  Applicant. 

By  THE  Commission. 

OPINION. 

The  Healdsburg-Santa  Rosa  Auto  Freight  Line,  by  Harvey  A.  Love- 
land,  its  agent,  applied  to  the  Commission  under  Rules  10  and  11  of 
General  Order  No.  51,  for  an  order  authorizing  a  readjustment  of  cer- 
tain freight  rates  by  establishing  rates  shown  in  Exhibit  **A''  and 
Amended  Exhibit  **A,''  attached  to  and  made  a  part  of  the  applica- 
tion, and  eliminating  certain  special  commodity  rates  now  in  effect  in 
said  applicant's  Local  and  Proportional  Freight  TariflE  No.  1-A, 
C.  R.  C.  No.  4,  naming  class  and  commodity  rates  between  Ilealdsburg 
and  Santa  Rosa. 

The  proposed  rates  are  to  be  governed  by  the  Northern  California 
Auto  Traffic  Bureau  Freight  Classification  No.  1,  C.  R.  C.  No.  1. 

The  application  is  made  with  a  view,  in  part,  of  placing  the  Healds- 
burg-Santa Rosa  Auto  Freight  Line's  tariff  on  a  proper  basis,  the 
tariff  now  on  file  being  governed  by  the  Western  classification  and  pro- 
viding ten  classes  of  rates.  The  proposed  rates  will  be  lower  than  rail 
rates  to  and  from  the  same  points,  for  the  reason  that  applicant's  rates 
include  pickup  and  delivery  service. 

Attached  to  and  made  a  part  of  the  application  is  Exhibit  **B," 
covering  statement  of  expenses  and  revenue  for  the  six  months  Decem- 
ber, 1920,  to  May,  1921,  both  inclusive.  This  statement  shows  the 
line's  total  revenue  for  the  period  to  have  been  $3,209.50  and  the  total 
expenses  $3,341.25,  a  loss  of  $131.75.  This  loss  is  exclusive  of  any 
amount  for  tire  expense,  no  new  tires  having  been  purchased  during 
the  period. 
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In  connection  with  the  application  there  was  transmitted  a  petition 
signed  by  ail  receivers  of  freight  located  at  Healdsburg,  to  the  effect 
that  they  had  no  objection  to  the  tariff  proposed. 

The  applicant  operates  under  the  fictitious  name  of  Healdsburg- 
Santa  Rosa  Auto  Freight  Line;  the  service  was  formerly  performed 
under  the  ownership  of  P.  Dicke.  Under  date  April  15,  1920,  by  Deci- 
sion No.  7432,  in  Application  No.  5541,  the  operative  rights  were  author- 
ized transferred  to  the  present  owners,  who  have  continued  in  effect 
the  rates  charged  by  the  former  operators.  Through  some  misunder- 
standing and  ignorance  of  the  law  and  the  Commission's  regulations, 
these  rates  were  not  incorporated  in  a  proper  tariff  publication  and  the 
instant  application  seeks  authority  to  publish  a  tariff  containing  the 
rates  now  actually  assessed,  which  rates  are  satisfactory  to  the  patrons 
of  the  line,  as  evidenced  by  the  petition  referred  to. 

The  automobiles  and  other  property  devoted  to  the  service  have  a 
value  of  approximately  $20,000 ;  it  is  necessary  to  use  all  of  the  vehicles 
during  the  peak  season  when  the  fruit  and  farm  tonnage  is  moving. 
In  addition  to  its  regular  common  carrier  service  between  Santa  Rosa 
and  Healdsburg,  applicant  does  **for  hire"  work  for  farmers  and 
others  whenever  opportunity  offers  and  this  outside  employment  assists 
in  maintaining  the  regular  service  which,  it  is  claimed,  could  not  other- 
wise be  rendered.  The  freight  truck  makes  regular  schedules  over  the 
line  during  the  winter  months,  regardless  of  the  volume  of  the  business 
and  frequently  runs  without  any  tonnage,  the  loss  for  these  months 
being  recovered  during  the  balance  of  the  year.  The  items  of  operating 
expense  appear  reasonable;  the  owners,  who  also  act  as  truck  drivers, 
take  out  of  the  business  $130  per  month  each,  this  being  equivalent  to 
wages  paid  hired  drivers. 

In  view  of  the  fact  that  the  tariff  proposed  will  bring  about  prac- 
tically no  increases,  we  are  of  the  opinion  that  the  application  should 
be  granted. 

ORDER. 

It  is  hereby  ordered^  that  this  application  be  and  the  same  is  hereby 
granted. 

Dated  at  San  Francisco,  California,  this  seventh  day  of  September, 
1921. 
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Decision  No.  9474. 

IN  THE  MAITKR  OF  THE  ArPLlCATlON  OF  ASSOCIATED  TELEPHONE 
COMPANY,  A  COUPOUATION,  FOR  PERMISSION  TO  REVISE  AND 
FILE  RATES  FOR  FARMER  LINE  AND  SUBURBAN  TELEPHONE 
SERVICE  OUTSIDE  OF  THE  CITY  LIMITS  OF  IX)NG  BEACH  AND 
SAN  BERNARDINO,  CALIFORNIA. 


Application  No.  6924. 
Decided  September  7,  1921. 


Telephone  Rates — Mileage  Chabges  Added  to  Base  Rates — Uniformity. — 
For  suburban  service  the  system  of  adding  mileage  charges  to  base  rates 
results  in  wide  variation  of  charges  for  similar  service  and  the  substitution 
of  uniform  rates  held  in  the  public  interest. 

Unautuobized  Tariff. — Making  rates  effective  before  authorization  of  the  Com- 
mission is  obtained  held  discriminatory  and  illegal,  and  adjustment  of  charges 
ordered. 

W.  W.  Butler,  George  B,  EU%9,  Sam  R.  UefHey,  for  Applicant. 

William  Guthrie,  City  Attorney,  for  City  of  San  Bernardino. 

C.  A.  Buff  urn  J  Mayor,  and  George  L.  Uoodenpyl,  City  Attorney,  for  City  of  Long 

Beach. 
Dwight  Tovnc,  for  Towne-AlUson  Drug  Company  of  San  Bernardino. 

Benedict,  Commissioner. 

OPINION. 

In  Decision  No.  7438,  in  Application  No.  4817,  of  Union  Home  Tele- 
phone and  Telegraph  Corporation,  now  known  as  Associated  Telephone 
Company,  the  Railroad  Commission  authorized  the  establishment  and 
filing  of  rates  for  the  principal  classes  of  telephone  service  being  fur- 
nished by  the  applicant  in  the  cities  of  Long  Beach  and  San  Ber- 
nardino. Provision  was  also  made  for  the  subsequent  filing  of  rates 
subject  to  Commission  approval  for  those  classes  of  service  for  which 
rates  were  not  specifically  provided  in  the  order.  Rates  for  private 
branch  exchange  service  have  been  filed  and  approved  by  the  Commis- 
sion as  required  in  this  provision  and  applicant  has  offered  a  revised 
schedule  of  suburban  and  farmer  line  rates  to  complete  its  filing  in 
accordance  with  this  provision.  It  appearing  to  the  Commission  upon 
investigation,  however,  due  to  certain  increases  in  rates  which  are 
involved  in  the  revised  schedule  here  referred  to,  that  its  approval 
for  the  filing  of  revised  rates  requires  the  filing  of  a  formal  application 
and  a  further  hearing,  this  application  was  filed  and  a  public  hearing 
was  held  in  Los  Angeles  on  July  14,  1921. 

The  rates  now  in  effect  for  suburban  and  farmer  line  service  at  appli- 
cant's  Long  Beach  and  San  Bernardino  exchanges  are  set  forth  in 
Exhibit  A,  appearing  in  this  application  as  follows : 

Present  Rates  Charged  and  Collected  by  Associated  Telephone  Company  for 
Suburban  and  Farmer  Line  Service. 

At   Long  Beach.                               Wall  set  Desk  set 
Business    $3  00        f3  26 

Residence    1  75  2  00 

Plus  mileage  at  rate  of  25  cents  for  each  half  mile  or  fraction  thereof,  outside 
city  limits. 
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Xt  8aH  Bernardino, 

Wall  set  Desk  set 

Basiuess    $2  75        $3  00 

Residence 1  50  1  75 

Plus  mileage  at  rate  of  25  cents  for  each  half  mile  or  fraction  thereof,  oiitsiile 
city  Hmits. 

Farmer  Lines. 
Where  the  sabscriber  owns  the  instrument  and  line  to  city  limits  where  same  are 
connected  to  our  lines  (they  maintaining  their  own  lines  to  this  point),  at  a  rate 
of  (8.40  per  annum. 

The  rates  proposed  by  applicant  as  cancelling  and  superseding  the 
present  rates  shown  in  Exhibit  A  are  set  forth  in  Exhibit  B,  appearing 
in  the  application  as  follows: 

Proposed   Rates  for  Farmer  Line  and  Suburban  Service. 
Long  Beach, 
Boburban  service  monthly  net  rental  rates :  Wall  Desk 
♦Ten-party  line,  harmonic  selective,  instrument  located  in  busi- 
ness   place    $3  25        $3  50 

♦Ten-party  line,  hannonic  selective,  instrument  located  in  resi- 
dence          2  75  3  00 

fTen-party  line,  magneto,  instrument  located  in  business  place. _     3  25  3  50 

JTen-party  line,  magneto,  instrument  located  in  residence 2  75  3  00 

♦This  claiis  of  service  not  furnished  beyond  four-mile  limit. 
fThis  class  of  service  furnished  outside  of  four-mile  limit  only. 

Han  Bernardino, 
Suburban  service  monthly  net  rental  rates :  Wall  Desk 
♦Ten-party  line,  harmonic  selective,  instrument  located  in  busi- 
ness   place   $3  00        $3  25 

♦Ten-party  line,  harmonic  selective,  instrument  located  in  resi- 
dence     2  50  2  75 

fTen-party  line,  magneto,  instrument  located  in  business  place 3  00  3  25 

fTen-party  line,  magneto,  instrument  located  in  residence 2  50  2  75 

Fanner  line  service  annual  net  rental  rates : 

Connected  at  city  limits  with  minimum  of  five  stations  on  line,  $8  40  each  station. 
♦This  class  of  service  not  furnished  beyond  four-mile  limit. 
fThis  class  of  service  furnished  outside  of  four-mile  limit  only. 

The  present  rates  for  suburban  service  were  established  under  fed- 
eral control,  during  which  time  the  Railroad  Commission  was  without 
jurisdiction  in  the  matter  of  the  establishment  of  rates.  Subscribers 
having  this  class  of  service  are  located  in  the  outlying  or  suburban 
sections  of  the  cities  of  Long  Beach  and  San  Bernardino,  and  as  will 
be  seen  from  the  schedule  appearing  in  Exhibit  A,  the  present  rates  are 
made  up  by  the  addition  of  mileage  charges  to  specified  base  rates,  the 
amount  of  the  mileage  charge  in  each  case  varying  as  the  distance 
between  the  subscriber's  location  and  the  city  limits  varies.  The  result 
is  a  wide  variation  in  rates  for  the  same  or  similar  service.  It  happens 
also  that  although  the  San  Bernardino  exchange  is  much  the  smaller 
of  the  two  exchanges,  serving  approximately  one-quarter  the  number 
of  subscribers  that  are  served  from  the  Long  Beach  exchange,  and 
although  the  base  rate  is,  as  it  should  be,  lower  than  the  Long  Beach 
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base  rate,  by  the  application  of  mileage  charges  on  the  present  basis, 
the  ultimate  rate  at  San  Bernardino  is  generally  very  considerably 
higher  than  the  ultimate  rate  for  similar  service  at  Long  Beach. 

The  diflSculty  in  this  case  appears  to  lie  in  the  method  employed  in 
computing  the  rates.  Within  cities  or  towns  where  the  development  is 
more  or  less  compact,  it  is  the  practice  usually  to  provide  a  class  or 
classes  of  telephone  serv^ice  designed  to  meet  local  requirements  and  at 
rates  which  are  at  once  compensatory  to  the  utility  and  not  prohibitive 
to  its  patrons.  In  sparsely  settled  territory  the  cost  of  construction, 
necessary  to  furnish  the  same  classes  of  service  as  those  furnished 
within  the  more  densely  settled  areas,  would  make  the  rates,  which 
would  be  compensatory  to  the  utility,  prohibitive  to  the  patrons.  It 
is  therefore  necessary  to  provide  a  class  or  classes  of  service  in  sub- 
urban territory  which  will  not  involve  either  construction  costs  or  rates 
which  may  be  prohibitive.  To  do  this  the  service  which  will  admit  of 
the  connection  of  a  greater  number  of  subscribers  or  patrons  to  each 
line  than  is  ordinarily  connected  within  the  more  compactly  developed 
areas  is  usually  provided.  The  class  of  such  service,  in  this  respect,  is 
inferior  to  the  other  classes,  but  it  is  the  best  that  circumstances  will 
permit,  and  usually  it  meets  the  requiremnets  of  suburban  areas.  It  is 
that  class  of  service  commonly  referred  to  as  suburban  service.  The 
rates  applicable  thereto  should  be  and  usually  are  uniform,  just  as  the 
rates  for  the  better  classes  of  urban  service  are  usually  uniform.  In 
the  present  case,  however,  as  a  result  of  applying  mileage  charges  of 
varying  amounts  to  fixed  base  rates,  as  pointed  out  above,  applicant's 
present  rates  are  not  uniform  and  in  some  instances  at  San  Bernardino 
they  are  excessive. 

The  rates  set  forth  in  applicant's  Exhibit  B,  if  made  effective,  will 
result  in  uniformity,  and  they  are  comparable  with  the  rates  now  in 
effect  for  similar  service  at  other  points  in  California.  In  San  Ber- 
nardino their  establishment  will  bring  about  substantial  reductions 
due  to  the  fact  that  the  present  rates  are  excessive.  At  Long  Beach, 
however,  they  will  result  in  a  number  of  increases  where  the  rates  are 
now  lower  than  they  should  be.  The  net  result  to  the  company  in  so 
far  as  its  revenues  are  concerned  will  be  negligible. 

Under  all  of  the  circumstances  it  is  our  opinion  that  the  establish- 
ment of  uniform  rates  in  this  case  is  in  the  public  interest  and  that  the 
application  herein  should  be  granted.  It  should  be  noted,  however, 
that  sinee  this  matter  was  submitted  it  has  come  to  the  attention  of 
the  Commission  that  the  applicant  has  made  the  rates,  herein  proposed, 
effective  for  all  new  business  taken  since  its  revised  schedules  were 
offered  for  filing,  notwithstanding  the  fact  that  their  establishment  has 
not  yet  been  authorized.    The  effect  has  been  to  increase  published  and 
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filed  rates  in  some  instances,  and  in  others  to  provide  service  at  rates 
lower  than  schedule.  This  is,  of  course,  discriminatory  and  in  viola- 
tion of  the  provisions  of  the  Public  Utilities  Act.  From  the  date  of 
installation  of  service  in  each  such  case,  applicant  should  make  full 
reparation  for  all  rates  collected  in  excess  of  legal  rates  in  the  first 
instance,  and,  in  the  second  instance,  collect  from  subscribers  and 
patrons  the  difference  between  the  legal  rates  and  the  lower  rates  here- 
tofore charged.    The  following  order  is  recommended: 

ORDER. 

Associated  Telephone  Company  having  filed  its  application  with  the 
Railroad  Commission,  asking  for  authority  to  revise  and  refile  its  pres- 
ent rates  for  suburban  service  and  farmer  line  service  furnished  at  its 
Long  Beach  and  San  Bernardino  exchanges,  a  public  hearing  having 
been  held,  the  matter  having  been  submitted  and  being  now  ready  for 
decision ; 

It  is  hereby  ordered,  that  Associated  Telephone  Company  be  and  it 
is  hereby  granted  authority  to  publish,  file  with  the  Railroad  Commis- 
sion, within  thirty  (30)  days  of  the  date  of  this  order,  and  to  make 
eflPective  on  and  after  October  1, 1921,  a  schedule  of  rates  for  suburban 
service  and  farmer  line  service  at  its  Long  Beach  and  San  Bernardino 
exchanges  as  provided  in  Exhibit  B  set  forth  in  the  opinion  preceding 
this  order;  and 

li  is  hereby  further  ordered,  that  Associated  Telephone  Company, 
within  thirty  (30)  days  from  the  date  of  this  order,  shall  in  each  case 
in  which  suburban  service  has  been  installed  at  rates  other  than  those 
legally  in  effect  and  on  file  with  the  Railroad  Commission  make  full 
reparation  for  all  rates  charged  and  collected  in  excess  of  legal  rates 
and  collect  from  subscribers  the  difference  between  the  legal  rates  and 
the  rates  heretofore  actually  charged  and  collected,  in  all  cases  in  which 
rates  lower  than  those  legally  in  effect  and  on  file  with  the  Railroad 
Commission  have  heretofore  been  charged  and  collected,  and  shall 
within  sixty  (60)  days  of  the  date  of  this  order  furnish  to  the  Railroad 
Commission  satisfactory  evidence  that  the  provisions  of  this  paragraph 
have  been  fully  complied  with. 

This  opinion  and  order  are  hereby  approved  and  ordered  filed  as 
the  opinion  and  order  of  the  Railroad  Commission  of  the  State  of 
California. 

l>ated  at  San  Francisco,  California,  this  seventh  day  of  September, 
1S21. 
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Decision  No.  9486. 

in  the  matter  of  the  application  of  soirthehn  galifoknia 
edison  company  fok  a  certlbtcate  that  present  and 
future  public  convenience  and  necessity  require  the) 
construction  of  a  hydroelectric  power  house  on  thk 
san  joaquin  river,  fresno  county,  with  appurtenant 

PENSTOCKS,  WATER  CONDUITS  AND  TRANSMISSION  UNE,  ALL. 
OF  WHICH  WILL  CONSTITUTE  AN  EXTENSION  TO  THE  HYDRO- 
ELECTRIC GENERATING  SYSTEM  OF  APPLICANT. 


Application  No.  7071. 
Decided  S^tember  8,  1921. 


Roy  F.  Reppy,  for  Applicant. 
F.  H,  Foicler,  for  Federal  Power  Commission. 

Charles  H.  Lee,  for  Division  of  Water  Rights,  Department  of  Public  Works,  State 
of  California. 

Bknedigt,  Commissioner. 

OPINION. 

Southern  California  Edison  Company,  hereinafter  referred  to  as 
Edison  Company  or  applicant,  alleges  that  the  demand  for  electric 
energy  in  the  territory  which  it  serves  is  in  excess  of  the  present  capac- 
ity of  its  electric  generating  plants ;  that  this  demand  is  growing ;  that 
the  increased  capacity  to  be  provided  by  the  construction  of  a  certain 
proposed  hydroelectric  development  known  as  the  Big  Creek  No.  3 
power  house  will  not  be  greater  than  the  increased  demand  by  the  time 
that  development  is  ready  for  operation,  and  prays  that  the  Railroad 
Commission  make  its  order  declaring  that  public  convenience  and  neces- 
sity require  the  construction  of  the  proposed  power  development. 

A  complete  examination  of  applicant's  properties,  finances  and  hxm- 
ness  was  made  by  the  Commission  in  connection  with  Application  No. 
5394  of  Edison  Company  for  permission  to  increase  its  electric  rates 
and  a  description  of  the  system  will  be  found  in  Decision  No.  8815, 
March  31,  1921  (Volume  19,  page  995,  Opinions  and  Orders  of  the 
Railroad  Commission).  The  summary  of  an  extensive  study  of  the 
future  demands  likely  to  be  made  upon  it  and  its  proposed  construc- 
tion program  to  meet  these  demands  was  presented  by  Edison  Com- 
pany in  connection  with  the  above  mentioned  application  and  addi- 
tional information  has  been  presented  from  time  to  time  in  connec- 
tion with  applications  for  permission  to  issue  stock  and  bonds  and  to 
construct  other  parts  of  the  development.  It  is  proposed  to  construct 
on  the  upper  San  Joaquin  River  and  tributaries  a  system  of  reservoirs, 
tunnels  and  power  houses  that  will  completely  utilize  the  available 
water  resources,  and  the  present  application  refers  to  a  portion  of  the 
ultimate  development,  known  as  Big  Creek  No.  3  power  house. 

This  immediate  proposal  is  for  the  construction  of  a  dam  across  the 
San  Joaquin  River  just  below  the  confluence  of  Big  Creek,  creating  a 
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forebay  reservoir  which  will  have  sufficient  storage  capacity  to  be  use- 
ful in  daily  regulation  but  which  will  not  be  important  for  seasonal 
storage.  Water  will  be  conducted  from  this  forebay  through  a  tunnel 
about  five  and  three-quarters  miles  long  to  a  point  above  the  proposed 
power  house  site,  and  dropped  through  penstocks  to  the  wheels  which 
will  operate  under  an  average  static  head  of  approximately  825  feet. 
A  short  transmission  line  will  connect  with  the  existing  transmissioQ 
lines  from  the  present  developments  on  Big  Crefek. 

When  fully  completed  this  plant  will  have  a  capacity  of  approxi- 
mately 150,000  kilowatts  and  assuming  an  average  supply  of  water  and 
the  completion  of  the  proposed  reservoirs  the  possible  output  will  be 
approximately  950,000,000  kilowatt  hours  per  year.  It  is  proposed  to 
install  the  first  two  units  of  25,000  kilowatts  capacity  each  in  1923,  and 
the  remaining  units  as  called  for  by  load  conditions  and  made  econom- 
ical by  the  development  of  additional  storage. 

The  ultimate  cost  of  the  complete  development  is  estimated  at 
approximately  $17,500,000,  of  which  about  $11,500,000  will  be  required 
for  the  construction  of  the  dam  and  tunnel  and  installation  of  the  first 
two  units.  The  cost  of  the  power  is  estimated  at  less  than  five  mills 
per  kilowatt  hour  for  the  initial  development  and  as  the  addition  of 
further  units  will  increase  the  output  without  a  corresponding  increase 
in  investment  and  operating  expenses,  power  from  the  ultimate  devel- 
opment is  expected  to  cost  but  slightly  in  excess  of  two  mills  per  kilo- 
watt hour.  Adding  a  proportion  of  the  cost  of  reservoirs  and  other 
works  which  will  benefit  the  Big  Creek  No.  3  devdopment  but  which 
are  not  a  part  of  it  and  are  useful  in  connecticm  with  other  develop- 
ments, will  increase  these  costs  but  the  cost  of  power  from  the  ulti- 
mate developments  including  these  items  is  expected  to  be  in  the  neigh- 
borhood of  three  mills  per  kilowatt  hour.  These  figures  all  compare 
very  favorably  with  the  cost  to  Edison  Company  of  generating  this 
power  from  steam,  which,  at  the  current  price  of  $1.50  per  barrel  for 
fuel  oil,  would  be  about  six  mills  per  kilowatt  hour  for  fuel  alone  and 
in  the  neighborhood  of  one  cent  per  kilowatt  hour  when  other  plant 
expenses  are  included.  The  market  price  of  fuel  oil  is  subject  to  con- 
siderable variation,  but  with  the  continued  depletion  of  the  local  supply 
there  is  no  reason  to  expect  any  permanent  and  material  reduction  in 
price. 

The  right  to  the  use  of  stored  water  for  irrigation  after  it  leaves  the 
power  houses  is  now  the  subject  of  litigation  that  may  interfere  with 
the  development  of  the  additional  storage  that  is  part  of  the  complete 
scheme  of  development  .of  the  upper  San  Joaquin  and  Big  Creek  water 
resources.  The  evidence  shows,  however,  that  the  Big  Creek  No.  3 
development  may  be  carried  out  to  about  half  of  its  ultimate  capacity 
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without  more  storage  than  is  now  definitely  assured.  Under  such  con- 
ditions the  anticipated  low  cost  of  power  from  the  ultimate  development 
could  not  be  realized  but  the  cost  should  not  exceed  3.5  mills  per  kilo- 
watt hour.  Such  a  figure  is  low  by  comparison  with  the  cost  of  steam, 
power  or  of  water  power  produced  in  any  but  very  favorable  locations. 
Even  were  there  no  possibility  of  the  carrying  out  of  the  entire  Big 
Creek  and  San  Joaquin  project  the  proposed  Big  Creek  No.  3  develop- 
ment in  connection  with  the  assured  storage  above  it  would  be  a  desir- 
able one. 

The  output  of  power  from  the  system  now  operated  by  Edison  Com- 
pany has  increased  from  about  600,000,000  kilowatt  hours  in  1913  to 
over  1,000,000,000  kilowatt  hours  estimated  for  the  year  1921  and  is 
expected  to  exceed  1,300,000,000  kilowatt  hours  in  1923,  when  the  first 
units  of  the  proposed  development  are  available.  The  existing  and  pro- 
posed hydroelectric  plants,  exclusive  of  Big  Creek  No.  3,  will  have  an 
output  in  1923,  with  average  stream  flow,  but  slightly  in  excess  of 
1,000,000,000  kilowatt  hours  as  compared  with  the  expected  demand 
for  1,300,000,000  kilowatt  hours.  The  anticipated  maximum  demand 
for  1923  is  275,000  kilowatts  and  in  a  year  of  minimum  water  supply 
all  the  steam  and  hydroelectric  plants,  exclusive  of  Big  Creek  No.  3, 
will  have  a  capacity  but  slightly  in  excess  of  253,000  kilowatts.  It  is 
therefore  apparent  that  the  development  of  additional  water  power  is 
not  only  desirable  to  minimize  the  more  expensive  operation  of  steam 
plants  which  will  otherwise  be  necessary,  but  it  is  essential  that  addi- 
tional capacity  be  provided  to  meet  the  demands  for  power  that  must 
be  expected  within  the  next  two  years. 

I  recommend  the  following  form  of  order : 

ORDER. 

Southern  California  Edison  Company  having  applied  to  the  Rail- 
road Commission  for  a  certificate  that  public  convenience  and  necessity 
require  the  construction  by  it  of  a  certain  proposed  hydroelectric  power 
house  with  appurtenant  water  conduits,  transmission  lines,  etc.,  a  hear- 
ing having  been  held  and  the  matter  submitted. 

The  Railroad  Commission  of  the  State  of  California  does  hereby 
certify  and  declare  that  public  convenience  and  necessity  require  the 
construction  by  Southern  California  Edison  Company  of  the  hydro- 
electric power  house,  penstocks,  water  conduits  and  transmission  lines ; 
all  known  as  its  Big  Creek  No.  3  development  and  more  fully  described 
in  the  application  for  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,"  California,  this  eighth  day  of  September, 
1921. 
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Decision  No.  9489. 

IN  THE  MATTKK  OF  TIIE  APPLICATION  OF  COAST  TRUCK  LINE,  A 
CORPORATION,  FOR  AN  ORDER  AUTHORIZING  THE  ISSUANCE 
OF  FORTY  SHARES  OF  ITS  C  APITAL  STOCK. 


Application  No.  6858. 
Decided  September  12,  1921. 


Henry  J,  Bitchaff,  for  Applicant. 

Warren  E,  Libhy,  for  Boulevard  Express  Company. 

Harry  N.  Blair,  for  Ralph  C.  Walker. 

By  the  Commission. 

OPINION. 

Coast  Truck  Line  applies  for  authority  to  issue  forty  (40)  shares  of 
its  capital  stock. 

A  public  hearing  upon  the  application  was  held  by  Examiner 
Westover  at  San  Diego. 

It  appears  from  the  application  and  the  testimony  presented  in  its 
support  that  applicant  proposes  to  issue  forty  (40)  shares  of  its  cap- 
ital stock  of  the  par  value  of  $100  per  share,  and  use  the  proceeds  for 
working  capital.  Applicant  alleges  that  it  is  in  need  of  additional 
working  capital  and  that  for  that  purpose  it  requires  the  following 
amounts : 

To  cover  customers'  accounts  receivable $1,000  00 

Gas,  oils  and  lubricants 250  00 

Repairs 100  00 

Freight  bills,  stationery 200  00 

Miscellaneons   equipment   100  00 

Prepaid  rent 300  00 

Prepaid    license    fees 200  00 

Prepaid  insurance  850  00 

Tire    replacements    1,000  00 

Total    $4,000  00 

Applicant  is  engaged  in  operating  a  freight  truck  service  between 
San  Diego  and  Oceanside,  acquired  by  authority  of  the  Commission 
from  Roy  Jakeway  in  consideration  of  90  shares  of  its  capital  stock, 
and  a  separate  service  between  Los  Angeles  and  Escondido  via  Ocean- 
side  acquired  by  authority  of  the  Commission  from  R.  Roy  Whetstone 
in  consideration  of  43^  shares  of  its  capital  stock,  since  March  20,  1921. 

By  Application  No.  6857,  Coast  Truck  Line  applied  for  authority  to 
increase  rates  on  its  San  Diego-Oceanside  division,  including  in  its  rate 
base  $500  for  working  capital.  (See  Decision  No.  9433  of  August  30, 
1921.)  The  order  authori?:ing  these  transfers  provided  that  the  opera- 
tive rights  previously  enjoyed  by  Messrs.  Jakeway  and  Whetstone, 
respectively,  should  not  be  enlarged  or  increased  by  the  granting  of 
authority  to  make  the  transfers,  this  provision  being  based  upon  a 
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stipulation  at  the  hearing  concerning  the  transfers  to  the  effect  that 
these  two  lines  would  not  be  operated  as  one.  (See  Dedsion  No.  8715 
of  March  8,  1921,  upon  Applications  Nos.  6094,  6095  and  6096.) 

It  appears  from  the  testimony  that  applicant  is  now  carrying  freight 
through  between  San  Diego  and  Los  Angeles  via  Oceanside,  and  in 
apparent  disregard  of  its  stipulation  at  the  previous  hearing.  The  faxjt 
was  stated  as  one  reason  for  needing  more  working  capital  incident 
to  developing  applicant's  business,  although  the  testimony  at  the  rat€ 
hearing  showed  that  tonnage  handled  on  the  San  Diego-Oceansidc 
division  had  fallen  off  since  applicant  took  over  the  line. 

Considering  all  of  the  circumstances,  together  with  the  fact  that 
many  of  the  items  which  applicant  wants  to  finance  through  the  issue 
of  stock  are  chargeable  to  operating  expenses,  we  conclude  that  appli- 
cant should  not  at  this  time  be  permitted  to  issue  more  than  $1,000 
par  value  of  stock  for  working  capital  in  the  operation  of  the  two  lines 
taken  over,  and  the  order  will  so  provide. 

ORDER. 

A  public  hearing  having  been  held  upon  the  above  entitled  applica^ 
tion,  the  matter  being  submitted  and  now  ready  for  decision,  and  the 
Commission  being  of  the  opinion  that  the  money,  property  or  labor  to 
be  procured  or  paid  for  by  the  issue  of  stock  hereinafter  described  is 
reasonably  required  for  the  purpose  or  purposes  specified  in  the  order; 

It  is  hereby  ordered,  that  Coast  Truck  Line,  a  corporation,  be  and 
it  is  hereby  authorized  and  empowered  to  issue  ten  shares  of  its  capital 
stock  of  the  par  value  of  $100  per  share,  at  its  par  value  without  the 
payment  of  commission,  discount  or  allowance,  and  use  the  proceeds 
thereof  for  the  purpose  of  acquiring  property,  improving  or  maintain- 
ing its  service,  or  the  discharge  or  lawful  refunding  of  its  lawful  obli- 
gations.   This  authority  is  granted  upon  the  following  conditions : 

1.  The  authority  herein  contained  shall  extend  only  to  such  stock  as 
may  be  issued  on  or  before  sixty  days  from  date  hereof. 

2.  Coast  Truck  Line  shall  keep  true  and  accurate  accounts,  showing 
receipt  and  application,  in  detail,  of  the  proceeds  from  the  sale  of  the 
stock  herein  authorized,  and  until  all  of  such  stock  is  issued  and  the 
proceeds  thereof  expended  shall,  on  or  before  the  twenty-fifth  day  of 
each  month,  make  verified  report  to  the  Commission  in  accordance 
with  the  Commission 's  General  Order  No.  24,  which  order,  in  so  far  as 
applicable,  is  made  a  part  hereof. 

Dated  at  San  Francisco,  California,  this  twelfth  day  of  September, 
1921. 
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Decision  No.  9501. 
in  the  matter  of  the  application  op  albers  brothers 

MILLING  COMPANY  TO  MAKE  CERTAIN  CHANGES  IN  ITS  WARE- 
HOUSE TARIFF. 


Application  No.  6986. 
Decided  September  14,  1921. 


By  THE  COMMISHION. 

OPINION  AND  ORDER. 

This  is  an  application  of  Albers  Brothers  Milling  Company,  under 
section  63  of  the  Public  Utilities  Act,  for  authority  to  file  a  new  tariff 
and  make  effective  certain  changes  in  rates,  rules  and  regulations  as  set 
forth  in  Exhibit  **A,"  attached  to  and  made  a  part  of  the  application. 

The  proposed  changes,  as  far  as  the  general  public  is  concerned, 
will  result  in  technical  increases,  the  applicant  having  transacted  little 
or  no  business  exclusive  of  its  own,  and  it  now  desires  to  place  the  opera- 
tion and  rates  of  the  warehouse  on  the  same  basis  as  applicable  at  Port 
Costa,  Oakland  and  San  Francisco.  Applicant  states  that  heretofore  it 
has  not  engaged  extensively  in  warehouse  business  at  its  mill,  having 
used  its  warehouse  facilities  mainly  for  the  accommodation  of  the 
Albers  Brothers  Milling  Company's  products,  but  that  it  now  intends 
to  engage  in  export  business  and  may,  therefore,  store  and  handle  grain 
and  other  commodities  for  the  general  public. 

In  view  of  the  fact  that  the  proposed  changes  will  give  to  the  public 
a  service  not  previously  enjoyed  at  rates  identical  with  those  applicable 
at  other  warehouses  operated  under  similar  conditions,  the  Commission 
is  of  the  opinion  that  a  public  hearing  is  not  necessary  and  that  this 
application  should  be  granted. 

It  is  hereby  ordered,  that  the  Albers  Brothers  Milling  Company  be 
and  the  same  is  hereby  authorized  to  publish  and  file,  in  accordance 
with  rules  and  regulations  of  the  Railroad  Commission  of  the  State  of 
California,  within  ten  (10)  days  from  date  hereof,  the  rates,  rules  and 
regulations  as  shown  in  Exhibit  '*A,''  attached  to  and  made  a  part  of 
the  application. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  Septem- 
ber, 1921. 
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Decision  No.  9504. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  VALLEY  TRANSIT 
COMPANY,  A  CORPORATION,  FOR  PERMISSION  TO  ISSUE  ADDI- 
TIONAL STOCK. 


Application  No.  7066. 
Decided  September  14,  1921. 


Everts,  Ewing  and  Wild,  by  M.  K.  Wild,  for  Valley  Trausit  Company. 
RowEix,  Commissioner. 

OPINION. 

Valley  Transit  Company  asks  permission  to  issue  $200,000  of  com- 
mon stock  in  payment  for  automobile  equipment  and  other  properties 
now  owned  by  J.  C.  Walling  and  C.  H.  Alexander,  copartners  doing 
business  under  the  firm  name  and  style  of  Walling  and  Alexander,  and 
by  Carl  A.  Allen,  J.  C.  Walling  and  C.  H.  Alexander,  doing  business 
under  the  name  and  style  of  Fresno-Kingsburg  Stage  Company. 

Valley  Transit  Company  was  organized  during  April,  1920,  with  an 
authorized  common  capital  stock  of  $50,000,  divided  into  500  shares  of 
$100  each.  There  has  been  filed  in  this  proceeding  a  copy  of  appli- 
cant's amended  articles  of  incorporation  which  show  that  applicant's 
authorized  stock  issue  has  been  increased  from  $50,000  to  $250,000, 
divided  into  2500  shares  of  $100  each  and  that  all  of  said  $250,000  of 
stock  is  common  stock. 

Applicant  reports  $50,000  of  stock  outstanding.  This  stock  was 
issued  under  the  authority  granted  in  Decision  No.  8838  in  payment 
for  properties  purchased  from  J.  C.  Walling.  At  the  present  time 
applicant  reports  that  it  is  the  owner  of  the  property  pertaining  to  and 
used  in  connection  with  the  stage  line  business  between  Fresno  and 
Porterville,  serving  the  intermediate  points  of  Malaga,  Fowler,  Selma, 
Kingsburg,  Traver,  Goshen,  Visalia,  Farmersville,  Exeter,  Lindsay  and 
Strathmore. 

Walling  and  Alexander  report  in  Application  No.  7067  that  they  are 
engaged  in  the  business  of  operating  stage  lines  between  Fresno  and 
Madera,  Madera  and  Merced,  Fresno  and  Hanford  and  between  Fresno 
and  Bakersfield  via  Tulare.  They  have  agreed  to  transfer  their  auto- 
mobile equipment,  consisting  of  twenty-five  11-  to  18-passenger  stages, 
twenty  Whites,  three  Cadillacs  and  two  Packards,  a  shop  car,  tires, 
tubes,  accessories,  garage  equipment  and  office  furniture  and  supplies, 
all  of  which  is  valued  at  $179,000.  They  have  agreed  to  transfer  the 
properties,  which  are  listed  in  Schedule  **C"  filed  in  this  proceeding, 
to  Valley  Transit  Company  in  exchange  for  $179,000  of  stock.  The 
properties  will  be  transferred  to  applicant  free  and  clear  of  all 
encumbrances. 
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The  Presno-Kingsburg  Stage  Company  reports  in  Application  No. 
7068  that  it  is  engaged  in  the  business  of  operating  a  stag«  line  between 
Fresno  and  Kingsburg  and  that  it  has  agreed  to  sell  its  properties  listed 
in  Schedule  **D/'  filed  in  this  proceeding,  to  Valley  Transit  Company 
in  exchange  for  $21,000  of  stock.  The  properties  consist  of  four  14- 
passenger  "White  and  one  14-passenger  Oldsmobile  automobiles.  This 
equipment  likewise  will  be  transferred  to  applicant  free  and  clear  of  all 
encumbrances. 

It  appears  from  the  testimony  that  the  acquisition  of  the  properties 
now  owned  by  Walling  and  Alexander  and  Fresno-Kings!  urg  Stage 
Company  by  applicant,  will  result  in  a  more  adequate  service,  in  that 
the  equipment  can  be  more  readily  transferred  from  one  run  to 
another,  and  a  reduction  in  operating  expenses. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Valley  Transit  Company  having  applied  to  the  Railroad  Commis- 
sion for  permission  to  issue  $200,000  of  common  stock,  a  public  hearing 
having  been  held  and  the  Commission  being  of  the  opinion  that  the 
money,  property,  or  labor  to  be  procured  or  paid  for  by  such  issue  is 
reasonably  required  by  applicant  and  that  this  application  should  be 
granted  subject  to  the  conditions  of  this  order ; 

It  is  hereby  ordered,  that  Valley  Transit  Company  be  and  it  is  hereby 
authorized  to  issue  on  or  before  December  31,  1921,  not  exceeding 
$200,000  of  its  common  capital  stock  in  full  payment  for  the  prop- 
erties listed  in  Schedule  *'C  and  in  Schedule  '*D,''  filed  in  this 
proceeding. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  properties  listed  in  said  Schedule  '*C''  and  in  Schedule  '*D" 
must  be  transferred  to  applicant  free  and  clear  of  all  encumbrances. 
None  of  the  indebtedness  of  Walling  and  Alexander  or  of  Fresno- 
Kingsburg  Stage  Company  may  be  assumed  by  applicant. 

2.  The  consideration  herein  authorized  to  be  paid  for  the  properties 
listed  in  said  Schedule  *'C"  and  Schedule  **D''  shall  not  be  urged  as 
a  measure  of  value  of  the  properties  for  rate-making  or  any  purpose 
other  than  the  transfer  herein  permitted. 

3.  Valley  Transit  Company  shall  keep  such  record  of  the  issue  and 
delivery  of  the  stock  as  will  enable  it  to  file,  on  or  before  the  twenty- 
fifth  day  of  each  month,  a  verified  report  as  required  by  the  Railroad 
Commission's  (Jeneral  Order  No.  24,  which  order,  in  so  far  as  appli- 
eable,  is  made  a  part  of  this  order. 


Digitized  by 


Google 


556  CALIFORNIA  RAILROAD   COMMISSION  DECISIONS. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francif^co,  California,  this  fourteenth  day  of  Septem- 
ber, 1921. 


Decision  No.  9505. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  J.  G.  KIRKMAN,  DOING 
BIJvSINESS  UNDER  THE  NAME  OF  CENTRAL  TELEPHONE  COM- 
PANY, FOR  AUTHORITY  TO  INCREASE  RATES  FOR  TELEPHONE 
SERVICE. 


Application  No.  6207. 
Decided  September  14,  1921. 


Telephone  Tolls — Rate  of  Return. — Upon  a  showing  that  a  utih'ty,  econom- 
ically and  efficiently  conducted,  could  earn  11  per  cent  on  its  investment,  an 
increase  in  rates  will  not  be  granted. 

J.  G,  Ktrkmnn,  Applicant. 

By  the  Ck>MMissioN. 

OPINION. 

J.  G.  Kirkman,  furnishing  telephone  service  in  the  town  of  Exeter, 
California,  and  surrounding  territory,  under  the  name  of  Central 
Telephone  Company,  in  Application  No.  6207  asks  the  Commission's 
authority  to  increase  his  rates  for  telephone  service',  alleging  that  the 
increased  cost  of  labor  and  material  makes  this  authorization  necessary 
to  enable  him  to  continue  giving  good  service. 

A  hearing  on  the  application  was  held  in  Exeter  by  Examiner  West- 
over.  Applicant  submitted  no  data  to  substantiate  his  claims  for  need- 
ing an  increase  in  rates  other  than  general  testimony  to  that  effect. 
Our  engineers,  however,  had  made  an  investigation  of  the  affairs  of 
applicant  and  it  was  stipulated  that  their  report,  when  completed, 
should  be  considered  in  evidence.    This  report  has  now  been  submitted. 

An  inventory  and  appraisal  were  made  by  our  engineers.  The  inven- 
tory was  made  with  the  assistance  of  a  company  representative.  The 
appraisal,  shows  the  operative  property  amounting  to  $30,177  and  we 
use  $30,000  as  a  rate  base. 

The  operating  revenue  for  the  period  ending  November  30,  1920, 
amounted  to  $9,453.  The  expenses  for  the  same  period  could  not  be 
determined  since  applicant's  bookkeeping  was  both  inadequate  and 
inaccurate.  Under  the  present  rates,  with  the  estimated  increase  in 
business  indicated  by  records  of  the  system's  growth,  applicant  would 
receive,  during  the  coming  year,  a  gross  revenue  amounting  to  approxi- 
mately $11,700,  while  the  estimated  expenses  for  the  same  period 
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amount  to  $8,400,  after  making  due  allowance  for  increased  expenses 
which  our  engineers  recommend  as  being  necessary  to  operate  the  sys- 
tem efficiently  and  economically.  This  would  net  applicant  about  11 
per  cent  upon  his  investment.  It  is  apparent,  therefore,  that  appli- 
cant should  not  be  granted  an  increase  in  rates  and  we  so  order  it. 

ORDER. 

J.  G.  Kirkman,  owner  of  the  telephone  exchange  at  Exeter,  Cali- 
fornia, having  filed  with  the  Commission  his  application  for  an  increase 
in  rates,  a  hearing  having  been  held,  the  matter  having  been  submitted 
and  the  Commission  being  fully  advised,  and  it  appearing  to  the  Com- 
mission, as  set  forth  in  the  preceding  opinion,  that  an  increase  in 
petitioner's  present  rates  is  not  justified; 

It  is  hereby  ordered,  that  the  application  herein  be  and  it  is  hereby 
denied. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  Septem- 
ber, 1921. 


Decision  No.  9506. 


IN  THE  MAOTER  OF  THE  APPLICATION  OF  IllCE  TRANSPORTATION 
COMPANY.  A  CORPORATION,  FOR  AN  ORDER  AUTHORIZING  TUE 
ISSUE  OF  SIX  THOUSAND  THREE  HUNDRED  SHARES  OF  COM- 
MON STOCK. 


Application  No.  7112. 
Decided  September  14,  1921. 


Oeorgc  M,  Pierson  and  (/.  R.  Cleveland,  for  Applicant. 
LovELAno,  Commissioner. 

OPINION. 

Rice  Transportation  Company  asks  permission  to  issue  and  sell  at 
par  $6,300  (6300  shares)  of  common  stock  and  use  the  proceeds  to 
acquire  automobile  equipment  and  terminal  facilities. 

Rice  Transportation  Company  was  organized  in  April,  1921,  with 
an  authorized  issue  of  $100,000  of  stock,  divided  into  $50,000  of  com- 
mon and  $50,000  of  preferred.  By  Decision  No.  9192,  dated  June  30, 
1921,  the  Commission  authorized  applicant  to  issue  $10,503  of  its  com- 
mon stock.  This  stock  is  owned  by  G.  R.  Cleveland,  R.  B.  Cleveland 
and  Mary  K.  Crane.  Applicant  now  asks  permission  to  issue  and  sell 
at  par  to  G.  R.  Cleveland  $4,200  and  to  Mary  K.  Crane  $2,100  of  its 
common  stock. 

The  testimony  of  G.  R.  Cleveland,  applicant's  president  and  general 
manager,  shows  that  applicant  should  acquire  additional  equipment  and 
also  secure  terminal  facilities  at  Long  Beach  and  at  Venice  or  Santa 


Digitized  by 


Google 


558  CALIFORNIA  RAILROAD   COMMISSION   DECISIONS. 

Moniea.  Applicant  has  been  engaged  in  its  present  truck  business 
about  four  months.  Its  president  reports  that  the  gross  operating 
revenues  have  amounted  to  about  $3,500  per  month  and  the  operating 
expenses  to  about  $2,750,  leaving  a  net  operating  revenue  of  $750  per 
month.  All  of  the  net  operating  revenues  have  been  used  to  pay  indebt- 
edness and  to  acquire  additional  property. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Rice  Transportation  Company  having  applied  to  the  Railroad  Com- 
mission for  permission  to  issue  and  sell  at  par  $6,300  of  common  stock, 
a  public  hearing  having  been  held  and  the  Commission  being  of  the 
opinion  that  the  money,  property  or  labor  to  be  procured  by  applicant 
through  the  issue  of  such  stock  is  reasonably  required  by  applicant 
and  that  this  application  should  be  granted  subject  to  the  conditions 
of  this  order  ; 

It  is  hereby  ordered,  that  Rice  Transportation  Company  be  and  it  is 
hereby  authorized  to  issue,  sell  and  deliver  on  or  before  April  1,  1922, 
at  not  less  than  par,  $6,300  of  its  common  capital  stock  and  use  the 
proceeds  to  acquire  additional  automobile  equipment  and  terminal 
properties  and  facilities  referred  to  in  this  application ; 

Provided,  that  applicant  will  keep  such  record  of  the  issue  and  sale 
of  the  stock  herein  authorized  and  of  the  disposition  of  the  proceeds 
as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day  of  each  month, 
a  verified  report  as  required  by  the  Railroad  Commission's  General 
Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of 
this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  Septem- 
ber, 1921. 

Decision  No.  9513. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  MOUNTAIN  WATER 
COMPANY  FOR  AUTHORITY  TO  INCREASE  ITS  RATE  SOHM)ULE. 

Application  No.  6324. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  MOUNTAIN  WATER 
COMPANY  FOR  AUTHORITY  TO  AMEND  ITS  RULES  AND  REGU- 
LATIONS. 


Application  No.  6325. 
Decided  September  14,  1921. 


Water   Utiuty — Extbavaoant   peb   Capita   Consumption.— A   per  capita  con- 
sumption of  674  gallons  daily  held  to  be  extravagant. 
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Measured  Sebvice. — ^The  Commission  reiterates  its  opinion  that  a  measured  seirvice 
is  the  only  proper  one,  as  by  it  charges  ai*e  equitably  distributed  and  extrava- 
gance is  reduced  to  a  minimum. 

F,  U.  Post,  for  Applicant. 

James  U,  Howard,  by  Hoscoe  R.  He9$,  for  City  of  Pasadena. 

Bbundige,  Commissioner, 

OPINION. 

By  stipulation  the  above  proceedings  were  combined  for  hearing  and 
decision. 

Mountain  Water  Company,  applicant  herein,  is  a  public  utility  water 
company  furnishing  water  to  consumers  in  and  in  the  vicinity  of 
Lamanda  Park,  Los  Angeles  County. 

Applicant  asks  for  authority  to  increase  its  rates  for  water  service, 
alleging  in  eflfect  that  the  income  received  from  the  present  schedule 
of  rates  is  not  sufficient  to  pay  labor  or  buy  material  for  the  successful 
prosecution  of  its  duties  as  a  public  utility. 

A  public  hearing  was  held  in  these  matters  at  Los  Angeles,  of  which 
hearing  all  of  applicant's  consumers  were  notified  and  given  an  oppor- 
tunity to  appear  and  be  heard. 

This  utility  has  no  pumping  plant.  Its  water  supply  is  obtained 
from  a  collecting  tunnel  at  the  mouth  of  Eaton  Canyon  and  from  the 
Pasadena  Consolidated  Water  Company.  A  portion  of  the  supply 
obtained  from  the  Pasadena  Consolidated  Water  Company  is  pur- 
chased, and  the  balance  is  obtained  through  ownership  of  stock  in  the 
Precipice  Canyon  Water  Company,  the  Pasadena  Consolidated  Water 
Company  acting  as  carrier.  The  water  is  transmitted  by  gravity  some 
three  miles  to  its  points  of  use. 

Of  the  two  hundred  consumers  of  this  system,  only  forty-five  are 
served  through  meters,  the  balance  being  served  at  flat  rates.  Study  of 
the  water  used  shows  that  the  per  capita  consumption  is  approximately 
674  gallons  daily.  This  is  a  high  and  extravagant  water  consumption, 
and  illustrates  the  effect  of  flat  rates.  A  utility,  in  obtaining  its  water 
supply,  is  usually  compelled  to  expend  funds  in  proportion  to  the 
quantity  of  water  obtained,  as  in  the  present  instance.  However,  in 
serving  at  flat  rates,  it  disposes  of  its  supply  by  a  schedule  of  rates 
which  yield  return  only  roughly  proportionate  to  the  amount  of  water 
served.  This  Commission  has  long  been  of  the  opinion  that  a  measured 
service  is  the  only  proper  one.  By  this  means  the  charges  are  equitably 
distributed  among  the  consumers,  extravagance  in  use  is  reduced  to  a 
minimum,  and  water  is  conserved  for  those  who  are  in  need  of  it, 
obviating  many  complaints  of  inability  to  obtain  service.  It  is  to  be 
hoped  that  this  utility  will  soon  find  itself  financially  able  to  install 
meters  throughout  its  system,  that  it  and  its  consumers  may  receive  the 
benefits  which  result  from  measured  service. 
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Applicant  is  confronted  with  a  difficult  situation  with  relation  to 
the  possible  annexation  of  a  large  portion  of  the  territory  served  by  it 
to  the  city  of  Pasadena,  in  which  event  the  city  may  at  any  time  take 
over  service  to  applicant's  consumers  in  the  territory  annexed. 

There  was  submitted  with  the  application  an  appraisal  of  properties, 
showing  an  estimated  original  cost  of  $39,336.55.  Testimony  shows 
that  this  cost  was  not  based  on  actual  figures,  and  that  it  included 
much  nonoperative  property. 

Mr.  F.  H.  Van  Hoesen,  one  of  the  Commission's  engineers,  after  a 
field  investigation,  submitted  a  report  including  an  appraisal  and 
valuation  of  the  used  and  useful  properties  of  this  utility,  and  a  study 
of  the  cost  of  maintenance  and  operation.  His  appraisal  shows  the 
estimated  original  cost  of  the  system,  including  stock  in  the  Precipice 
Canyon  Water  Company,  to  be  $27,837,  and  a  replacement  annuity  of 
$283,  computed  by  the  6  per  cent  sinking  fund  method.  A  fair  and 
reasonable  maintenance  and  operating  expense  for  1921  was  estimated 
at  $5,245.  After  a  careful  consideration  of  the  evidence  submitted,  I 
am  of  the  opinion  that  the  estimates  of  the  Commission's  engineer  are 
fair  and  reasonable,  and  they  will  be  used  for  the  purposes  of  this 
proceeding. 

The  following  is  a  summary  of  the  estimated  annual  charges  as 
indicated  above: 

Return  on  $27,837  at  8  per  cent $2,227  00 

Replacement   annuity    283  00 

Maintenance  and  operating  expense 5,245  00 

Total    $7,755  00 

The  total  revenue  received  from  this  system  for  the  year  1920  was 
$4,931.23,  and  there  is  no  indication  that  any  substantial  increase  in 
business  can  be  expected  during  the  coming  year.  It  is,  therefore, 
apparent  that  authority  to  increase  the  rates  should  be  granted,  and 
the  schedule  of  rates  established  in  the  following  order  is  designed  to 
produce  a  sum  suflBcient  to  cover  the  cost  of  maintenance  and  operating 
expense,  replacement  annuity,  and  a  reasonable  return  on  the  invest- 
ment. 

The  Railroad  Commission  in  its  General  Orders  Nos.  15  and  45 
requires  all  public  utilities  to  file  for  its  approval  their  rules  and  regu- 
lations. This  eliminates  the  necessity  of  a  formal  order  in  the  above 
entitled  proceeding  of  Application  No.  6325. 

I  submit  the  following  form  of  order : 

ORDER. 

Mountain  Water  Company  having  applied  to  the  Railroad  CommiS' 
sion  for  authority  to  increase  the  rates  for  water  served  in  and  in  the 
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vicinity  of  Laraaiida  Park,  Los  Angeles  County,  a  public  hearing  hav- 
ing been  held  and  the  matter  having  been  submitted : 

It  is  hereby  found  as  a  fact,  that  the  rates  and  charges  of  the  Mouu- 
tain  Water  Company,  in  so  far  as  they  differ  from  the  rates  herein 
established,*  are  unjust  and  unremunerative,  and  that  the  rates  and 
charge  herein  established  are  just  and  reasonable  rates  and  charges. 

And  basing  its  order  on  the  foregoing  finding  of  fact  and  on  the  • 
further  statements  of  fact  contained  in  the  opinion  which  precedes  this 
order ; 

It  is  hereby  ordered,  that  Mountain  Water  Company  be  and  it  is 
hereby  authorized  and  directed  to  file  with  the  Railroad  Commission 
of  the  State  of  California  within  twenty  (20)  days  of  the  date  of  this 
order,  the  following  schedule  of  rates,  the  rates  so  filed  to  be  charged 
for  all  water  delivered  to  its  consumers  on  and  after  October  1,  1921, 
and  on  that  date  to  be  and  become  effective  and  supersede  any  and  all 
rate  schedules  heretofore  in  effect  or  on  file  by  the  Mountain  Water 
Company : 

Monthly  Meteb  Rates. 

For  use  from  0  to  1000  cubic  feet,  per  100  cubic  feet |0  30 

From     1000    to    5000    cubic     feet.    i)er  100  cubic  feet 25 

All    in    excess    of    5000    cubic    feet,    per  100  cubic  feet 15 

Monthly  Minimum  Cuarges. 

For     l-iuch  by  f-inch  meter $1  20 

For      f-inch    meter 1  5() 

For    1  -inch    meter 1  SO 

For   IHnch    meter : 2  10 

For   2  -inch    meter 2  40 

For   3  -inch    meter 3  00 

Monthly  Flat  Rates. 

1.  Residences,  boarding  houses,  apartments,  lodging  houses,  tenements  and 

flats  of  five  rooms  or  less $1  50 

For   each    additional    room 25 

For  each  bathtub  25 

For  each   toilet   25 

Additional  for  each  private  garage  and  one  automobile 25 

For   each    additional   automobile 25 

Additional  for  private  barn,  with  not  more  than  two  horses  or  cow&_-  50 

For  each  additional  horse  or  cow 20 

2.  Sprinkling   or   irrigation   of   lawns,   shrubberj',    trees,   garden,   etc.,    per 

square   yard   002 

3.  Blacksmith  shop,  machine  shop,  lumber  yards,  printing  oflRces,  bakeries, 

undertaking    parlors,    grocery    stores,    theaters,    warehouses,    butchor 
shops  and  large  stores 2  00 

4.  Drug  stores,  dental  offices  and  photograph  galleries ^  50 

5.  Bottling  works,  creameries,  slaughterhouses  and  laundries 5  00 

0.  Banks,  professional  offices,  billiard  parlors,  fraternal  halls,  club  rooms, 

churches,  plumbing  shops,  stores  and  shops  not  otherwise  listed 1  50 

7.  Office  buildings,   for  each   room 50 

8.  Restaurants,  chophouses  and  cafes,  per  unit  seating  capacity 15 

9.  Livery  stables  and  feed  yards,  per  average  number  of  stodc  fed,  eaeh__  25 
10.  Barns  in  connection  with  stores,  shops,  etc.,  not  more  than  two  horses—  50 

For  each   additional  horse 20 
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11.  (Jarapcs,   f»ix  automobiles  or  less 3  0C> 

For  each  additional  automobile ."iO 

12.  Soda  fountains  and  ice  eream  stands,  either  alone  or  in  connection  witli 

other   business 2  50 

13.  Barber  shoiw,    in^r   chair 1  0() 

Additional    for   each    bathtub .. 1  CO 

Additional  for  each  toilet 50 

14.  Hotels: 

,              Dining    room    2  00 

Bedroom   and   running  water 25 

Each  bathtub 50 

Each  toilet 30 

15.  Building  work  : 

For  mortar  and  to  dampen  brick,  per  1000  brick S."* 

For  cement  work,  eacli  barrel . 15 

It  is  hereby  further  ordered,  that  the  Mountain  Water  Company  be 
and  it  is  hereby  directed  to  file  with  the  Railroad  Commission  within 
thirty  (30)  days  from  the  date  of  this  order,  for  its  approval,  amended 
rules  and  regulations  governing  the  distribution  of  water  to  its  con- 
sumers, said  rules  to  become  effective  upon  their  approval. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  Septem- 
ber, 1921. 


Decision  No.  9514. 


IX   THK    MATTER   OF  THE   APPLK  ATION   OF   SWEETWATER    WATER 
CORPORATION  FOR  AX  INCREASE  IX  WATER  RATES. 

Application  No.  6715. 

E.  MELVILLE,  ET  AL., 

VS. 

SWEETWATER  WATER  CORPORATION. 


Case  No.  1627. 
Decided  September  14,  1921. 


Water  Utiuty — Sale  Prick  as  Affecting — Rate  Base. — Sale  price  of  a  utility 
while  not  conclusive  or  limiting  in  arriving  at  a  rate  base.  Hhould  be  jnveii 
some  weight. 

Extraordinary  Expenditure — Amortization  of. — In  addition  to  a  reasonablo 
maintenance  and  operating  expense,  an  allowan(o  is  justified  for  the  amorti- 
zation of  extraordinary  expenses. 

Irrigation  District — Formation  of. — In  the  present  instance  the  Commission 
suggested  that  the  consumers  would  be  greatly  benefited  by  the  formation  of 
an  irrigation  district 
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Extension  of  Irhigated  Abea. — Ordered  that  further  extension  of  the  irrigated 
area  be  discontinued  until  additional  facilities  for  iucTeasinp  the  water  supply 
have  been  provided. 

GihsoHf  Dunn  and  Crutchcr^  by  S.  M,  Hankina,  for  Applicant  and  Defendant. 
Edvrin  T,  Smith,  for  Complainants  and  Protestants. 
L.  i/.  Harris,  for  the  City  of  National  City. 
F.  B.  Andrews,  for  the  City  of  Chula  Vista. 
Tyndale  Palmer,  in  propria  per$ana, 

Benedict,  Comtnissicner, 

OPINION. 

Sweetwater  Water  Corporation,  supplying  water  for  domestic,  irri- 
gation and  manufacturing  purposes  to  consumers  in  National  City, 
Chula  Vista  and  vicinity,  asks  permission  to  increase  rates,  alleging 
that  its  present  revenues  are  not  sufficient  to  pay  maintenance  and 
operation  expense,  depreciation  annuity,  and  a  reasonable  return  upon 
the  fair  value  of  the  property. 

The  complaint  of  E.  Melville  and  other  consumers  alleges  that 
Sweetwater  Water  Corporation  is  now  furnishing  water  to  an  area  in 
excess  of  the  safe  yield  of  present  storage  facilities,  and  is  thereby  sub- 
jecting the  complainants  and  other  consumers  to  danger  of  an  insuffi- 
cient supply  of  water  in  dry  years.  The  Commission  is  asked  to  order 
defendant  to  refrain  from  furnishing  water  for  irrigation  purposes  to 
any  persons  or  lands  not  now  being  supplied,  and  for  such  other  and 
further  relief  as  the  Commission  may  deem  just  and  proper. 

By  consent  of  all  interested  parties  these  two  proceedings  were  con- 
solidated for  hearing  and  decision. 

A  public  hearing  was  held  in  San  Diego,  at  which  all  persons 
involved  were  given  an  opportunity  to  be  present  and  be  heard. 

The  present  rate  schedule,  established  by  this  Commission  in  1919 
by  Decision  No.  6286,  and  the  rates  desired  by  the  applicant  are  as 
follows : 


JUtn 

dMlred 


Monthly  minimum  charges: 

For    i-inch  meter 

For  1  -Inch  meter. 

For  U-inch  meter 

For  2  -inch  meter 

For  3  -Inch  meter 

For  4  -inch  meter 

For  water  used— per  100  cubic  feet: 

Between  0  and  400  cubic  feet 

Between  400  and  2000  cubic  feet 

For  irrigation  use  above  2000  cubic  feet 

For  use  above  2000  cubic  feet  for  other  than  irrigation  use 


$1  50 

2  25 

3  75 
600 

10  50 
18  00 


0  375 
020 
006 
0  18 
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This  water  system  was  originally  eonstructetl  by  the  San  Diego  Land 
and  Town  Company,  of  Kansas,  which  also  owned  large  tracts  of  land, 
to  irrigate  which  the  system  was  built.  Construction  was  commenced 
in  1886  and  the  plant  was  operated  by  this  company  up  to  1895,  when 
the  company  went  into  the  hands  of  a  receiver,  who  managed  the  prop- 
erty until  June  14,  1897.  Then  all  the  properties  of  the  San  Diego 
Land  and  Town  Company  of  Kansas  were  sold  by  the  receiver  to  a 
committee  of  the  creditors  for  $889,163.33.  This  sale  was  approved  by 
the  court  on  July  7,  1897,  and  thereafter  the  creditors  transferred  the 
property  to  a  corporation  organized  for  that  purpose,  called  the  San 
Diego  Land  and  Town  Company,  organized  under  the  laws  of  the  State 
of  Maine.  Later  the  last  named  corporation  transferred  the  water 
system  to  Sweetwater  Water  Company,  organized  under  the  laws  of 
the  State  of  Maine.  In  1920  the  water  system  was  transferred  to 
Sweetwater  Water  Corporation,  organized  January  12,  1920,  under  the 
laws  of  the  State  of  California. 

The  Sweetwater  water  system  consists  of  the  Sweetwater  reservoir, 
of  31,000  acre-feet  capacity,  located  about  ten  miles  southeast  of  the 
city  of  San  Diego,  and  impounds  the  run-oflf  of  the  Sweetwater  River, 
which  has  a  drainage  area  of  186  square  miles.  The  dam  is  a  single 
arch  masonry  structure  with  a  maximum  height  of  110  feet  and  a 
length  of  about  700  feet.  Prom  the  dam  two  lines,  one  of  24-inch  and 
one  of  30-inch  riveted  steel  transmission  pipe,  carry  the  water  to  the 
service  area.  This  area  includes  the  cities  of  National  City  and  Chula 
Vista  and  the  territory  adjacent.  The  total  length  of  both  transmis- 
sion mains  is  11  miles.  The  distribution  system  consists  very  largely 
of  pipes  four  inches  in  diameter  or  larger,  with  a  total  length  of  78 
miles.  The  system  has  about  1750  consumers,  practically  all  of  whom 
are  metered. 

The  actual  cost  of  construction  of  the  water  system,  including  water 
rights  and  other  intangible  values,  as  shown  by  the  company's  books,  is 
$1,426,214.  An  examination  of  the  various  charges,  however,  indicates 
that  in  computing  realized  depreciation  the  company  has  not  given 
itself  proper  credit  for  some  of  the  pipe  which  is  still  in  service.  It  is 
further  apparent  that  some  items  of  overhead  costs  have  been  omitted, 
and  that  very  little,  if  any,  interest  during  construction  has  been 
charged.  The  inclusion  of  such  items  of  legitimate  expense  would 
bring  the  total  actual  cost  of  the  system  to  a  figure  not  far  from 
$1,600,000. 
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Appraisals  were  submitted  by  E.  R.  Bowen,  for  Sweetwater  Water 
Corporation,  and  by  F.  M.  Faude,  one  of  the  Commission's  hydraulic 
engineers.    These  appraisals  may  be  summarized  as  follows: 


E.  R.  Bowen 
for  the  Sweet- 
water Water 
CorporatloD 


Lands  and  physical  structures 

Water  right  values 

Going  concern  value 

Operating  capital  required—. 

Totals    


$1,788,230  00 

497,000  00 

100,000  00 

8.800  00 


$2,394,030  00 


F.  M.  Faude 

for  the 
Commission 


$1,714,450  00 


9.000  00 


$1,723,450  00 


Mr.  Bowen 's  values  for  lands  and  physical  structures  purport  to  be 
** historical  values/'  while  the  values  he  assigns  to  water  rights  and 
going  concern  are  admittedly  estimates  which  bear  no  relation  to  actual 
costs.  Mr.  Faude 's  appraisal  of  lands,  physical  structures  and  intan- 
gible values,  is  an  estimate  of  original  cost. 

In  the  determination  of  a  reasonable  rate  base  for  this  proceeding, 
the  fact  that  on  January  28,  1921,  this  entire  property  was  offered  for 
sale  to  a  proposed  irrigation  district  for  $850,000,  payable  in  bonds  of 
the  district,  should  be  given  some  weight.  The  oflfer  of  sale  distinctly 
states  that  '*the  price  quoted  is  not  to  be  taken  in  any  sense  as  the 
valuation  placed  upon  the  property  by  the  Sweetwater  Water  Corpora- 
tion, or  as  expressing  the  corporation's  idea  as  to  what  the  property 
is  actually  worth,''  and  that  the  ** offer  is  made  by  the  oflBcers  of  the 
Sweetwater  Water  Corporation  subject  to  the  approval  of  the  stock- 
holders." I  do  not  regard  this  line  of  evidence  as  conclusive  or  limit- 
ing, but,  as  stated  before,  it  should  be  given  some  weight. 

After  a  careful  consideration  of  all  the  evidence,  I  am  of  the  opinion 
that  a  reasonable  rate  base  in  this  proceeding  lies  son^ewhere  between 
$859,000  and  $1,723,450,  both  figures  including  $9,000  for  working 
capital.  If  the  minimum  and  maximum  limits  be  given  equal  weight 
the  result  will  be  approximately  $1,300,000,  including  the  necessary 
working  capital. 

The  depreciation  annuity  calculated  by  the  sinking  fund  method  at 
5  per  cent  is  $13,455. 

Maintenance  and  operating  expense  for  the  past  three  years  with  an 
estimate  of  reasonable  expense  for  the  inimediate  future,  is  as  follows : 

Mainteuance  aod  oporaUns  pxpen-so,  1018 $37,295  00 

Maintenance  and  operating  expense,  lOlD 36,418  00 

Maintenance  and  operating  expense,  1920 52,873  00 

Reasonable  expense  for  the   future 50,400  00 
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In  addition  to  the  foregoing  reasonable  maintenance  and  operating 
expense  a  further  allowance  should  be  made  to  provide  for  the  amorti- 
zation of  certain  extraordinary  expenses  incurred  after  the  great  flood 
of  1916,  and  in  1920  and  1921  due  to  the  necessity  for  changing  the 
location  of  pipe  and  services  on  account  of  paving  of  streets  in  the 
service  area.  Eight  thousand  five  hundred  dollars  per  annum  for  the 
next  eight  years  is  a  reasonable  allowance  for  this  purpose. 

Revenues  from  the  sale  of  water  for  the  past  four  years  have  been 
as  follows: 

1917    $86,008  00 

1918    97,613  00 

1919    104,809  00 

1920    111,258  00 

Material  increases  in  revenues  in  the  future  can  not  be  expected 
under  the  present  rates,  as  the  irrigated  area  has  practically  reached 
the  limit  of  dependable  water  supply,  which  can  not  be  increased  with- 
out the  expenditure  of  large  sums  of  money  to  provide  additional 
storage  facilities. 

Based  upon  the  foregoing  estimates  of  reasonable  maintenance  and 
operating  expenses,  depreciation  annuity,  allowance  for  the  amortiza- 
tion of  extraordinary  expenses,  and  revenues  received  in  1920,  the 
results  of  operation  are  as  follows : 

Revenues    $111,258  00 

Expenses : 

Maintenance  and  operation , $50,460  00 

Depreciation    annuity    13,455  00 

Amortization   allowance   8,500  00 

Total  expense  72,415  00 

.     Net  earnings  $38,843  00 

These  net  earnings  are  equivalent  to  a  6  per  cent  return  upon 
$647,383 ;  a  7  per  cent  return  upon  $554,900 ;  or  an  8  per  cent  return 
upon  $485,538,  and  indicate  that  the  utility  is  entitled  to  an  increase 
in  rates. 

Testimony  shows  that  the  present  irrigation  rates  charged  by  appli- 
cant are  considerably  lower  than  those  charged  by  other  utilities  in 
the  southern  part  of  the  state  which  render  a  similar  service. 

Based  upon  the  wdter  use  in  1920,  the  rates  set  out  in  the  accom- 
panying order  will  yield  sufficient  revenue  to  cover  all  items  of  expense 
and  yield  a  reasonable  return  upon  a  fair  rate  base. 

It  is  apparent  that  consumers  under  this  system  will  benefit  greatly 
by  the  formation  of  an  irrigation  district  and  the  acquisition  and 
operation  of  the  property.     While  there  are  some  difficulties  in  the 
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way  of  such  a  procedure,  they  are,  1  believe,  mainly  caused  by  differ- 
ences of  opinion  and  misunderstanding.  1  am  convinced  that  a  reason- 
able spirit  of  give  and  take  will  result  in  the  removal  of  the  obstacles 
in  the  way  of  a  project  so  greatly  to  be  desired,  in  view  of  its  manifold 
advantages. 

Studies  of  the  safe  yield  of  the  Sweetwater  system  were  made  by  Mr. 
Bowen,  for  the  company,  and  by  C.  H.  Monett,  one  of  the  Commission's 
engineers.  The  results  obtained  were  practically  identical  and  indi- 
cate, when  considered  in  connection  with  the  area  irrigated  at  present, 
that  the  limit  of  safe  capacity  of  the  system  for  irrigation  use  has  been 
reached.  Further  extension  of  the  irrigated  area  should  be  discon- 
tinued until  additional  facilities  for  increasing  the  water  supply  have 
been  provided. 

The  utility  has  acquiesced  in  this  conclusion,  and  has  filed  an 
amendment  to  its  rules  and  regulations  which  will  eflfectually  control 
the  situation  and  which  is  satisfactory  to  the  complainants.  The  com- 
plaint can  therefore  be  dismissed. 

During  the  hearing  complaint  was  made  by  a  few  consumers  that, 
as  a  result  of  private  plants  which  pumped  direct  from  the  mains, 
inadequate  pressures  were  sometimes  maintained  on  the  higher  levels 
of  the  service  area.  This  condition  can  be  materially  improved  by 
compelling  the  owners  of  such  private  pumping  plants  to  provide  a 
tank  or  sump  from  which  to  feed  their  pumps,  and  I  recommend  that 
the  utility  file  and  enforce  a  rule  to  this  eflFect. 

Other  matters  relating  to  rules  and  regulations  were  considered  at 
the  hearing  and  will  be  covered  by  amended  rules  which  the  utility 
will  be  ordered  to  file. 

I  submit  the  following  order : 

ORDER. 

Sweetwater  Water  Corporation  having  made  application  for  per- 
mission to  increase  rates  for  water  delivered  to  consumers  in  National 
City,  Chula  Vista  and  vicinity,  and  E.  Melville  and  others  having  made 
complaint  against  Sweetwater  Water  Corporation,  a  public  hearing 
having  been  held  thereon,  and  the  ('ommission  being  fully  advised  in 
the  matter; 

It  is  hereby  found  as  a  fact  that  the  rates,  now  charged  by  Sweet- 
water Water   Corporation   for  water  supplied  to   its  consumers  are 
unjust  and  unreasonable  in  so  far  as  they  differ  from  the  rates  herein 
established,  and  that  the  rates  herein  established  are  just  and  reason 
able  rates  for  such  service. 

And  basing  its  order  upon  the  foregoing  finding  of  fact  and  upon 
the  statements  of  fact  contained  in  the  opinion  preceding  this  order; 
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It  is  hereby  ordered,  by  the  Railroad  Commission  of  the  State  of 
California  that  Sweetwater  Water  Corporation  be  and  it  is  hereby 
authorized  and  directed  to  file  with  this  Commission  within  twenty 
(20)  days  from  the  date  of  this  order,  the  following  rates  for  water 
delivered  to  its  consumers,  effective  for  all  service  rendered  subsequent 
to  October  1,  1921: 

Jiatc  8rhc<JuIe. 

Monthly  minimum  charges : 

For     §-inch   meter $1  25 

For     5-inch   meter ^ 1   50 

For  1  -inch   meter 2  00 

For   li-inch   meter 3  00 

For  2  -inch   meter 4  00 

For  3  -inch  meter 7  00 

For  4  -inch  meter 12  00 

For  water  used  per  month — per  100  cubic  feet : 

From  0  to  1000  cubic  feet 25 

From  1000  to  2000  cubic  feet 15 

Over  2000  cubic  feet J 05 

For  use  above  2000  cubic  feet  for  other  than  irrigation  use 15 

Fire  hydrants — per  month,  each 2  00 

Street  or  road  sprinkling — per  100  cubic  feet 15 

Minimum  charge  for  each  sprinkling  hj'drant,  \)er  month 2  00 

All  other  rates  to  remain  in  effect  as  at  present. 

It  is  hereby  further  ordered,  that  Sweetwater  Water  Corporation 
file  with  this  Commission  within  sixty  (60)  days  of  the  date  of  this 
order  revised  rules  and  regulations  jjfoverning  service  of  water  to  con- 
sumers ;  and 

It  is  hereby  further  ordered,  that  the  complaint  in  the  above  entitled 
proceeding:  be  and  the  same  is  hereby  dismissed  without  prejudice. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  Septem- 
ber, 1921. 


Decision  No.  9516. 


IN  THK  MArrER  OF  THE  SERVICE  AND  RATES  RENDERED  BY 
SOUTHERN  CALIFORNIA  TELEPHONE  COMPANY  IN  THE  PALMS 
DISTRICT  OF  THE  CITY  OF  LOS  ANGELES  AND  IN  CULVER 
Crn',   LOS   ANCJELES   COUNTY.   CALIFORNIA. 


Case  No.  1538. 
Decided  September  14,  1921. 


Tki.epiione  Tor.is— Ratks  and  Skrvke — Investment  in  Property. — When  a 
utility.  I'ven  in  good  faith,  mak«»s  an  investment  involving  changes  in  service 
and  rales  without  having  obtained  permission  of  the  Commission,  it  acted  nt 
its  own  hazard  and  the  Commission  must  be  guided  solely  by  public  interest. 
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Local  Sebvice  in  Sklf-Containeu  Communities. — It  is  held  fundamental  in  the 
interest  of  economy  and  service,  that  for  self-contained  and  self-supporting 
(ommunities,  local  service  at  local  rates  is  of  prime  importance. 

Arthur  Wright,  James  T.  Hhuw  and  Pillshury,  Madison  and  Hutro,  of  counsel,  for. 
Southern    California    Telephone    Company    and    The    Pacific    Telephone    and 
Telegraph  Company. 

Ji'98  E.  Htephenn  and  H.  Z.  Oshomc,  Jr.,  for  City  of  Ix>s  Angeles. 

Marshall  Stimson   and  Harry   Culrrr,   for  Board   of  Trustees  of  Culver  City   and 

C^ulver  City  Chamber  of  Commerce. 
!ngl€  Carpenter,  for  Ingle  Studios,  the  AVillatt  Studio,  J.  Barker  Keed  and  other 

producers. 
A.  y.  Cross,  of  Mott  and  Cross,  for  Goldwyn  Producing  Conwration. 
Warren  Doane,  for  Ilal  Roach  Studios. 
W.  H.  Holmes,  for  Palms  Chamber  of  Commerce. 

Bbundige  and  Rowell,  CommtHsioners. 

OPINION. 

Southern  California  Telephone  Company,  owning  and  operating 
telephone  exchanges  in  the  city  of  Los  Angeles  and  adjacent  territory, 
having  made  informal  application  to  the  Railroad  Commission  for 
authority  to  establish  an  exchange  in  Culver  City  to  meet  a  growing 
demand  for  telephone  service  in  Culver  City  and  the  Palms  district 
of  the  city  of  Los  Angeles  and  to  establish  rates  therefor,  a  question 
has  arisen  as  to  whether  the  proposed  exchange  should  be  established 
as  a  branch  or  multioffice  of  the  Los  Angeles  exchange  system,  provid- 
ing direct  unlimited  service  with  the  Los  Angeles  exchange  system  at 
Los  Angeles  rates,  or  whether  as  a  separate  exchange  providing  unlim- 
ited local  service  at  local  rates  contemplating  the  institution  of  toll 
service  at  toll  rates  between  it  and  the  Los  Angeles  exchange  system. 
It  appearing  to  the  Commission  that  the  issues  here  presented  are  such 
that  they  can  not  be  disposed  of  satisfactorily  through  informal  nego- 
tiations, this  proceeding  was  instituted  on  motion  of  the  Commission 
for  formal  determination  and  a  public  hearing  was  held  in  the  city  of 
Los  Angeles  on  March  18,  1921. 

It  was  proposed  in  the  informal  application  of  Southern  California 
Telephone  Company,  contained  in  its  letter  of  June  18,  1919,  to  estab- 
lish its  proposed  exchange  as  a  separate  local  exchange  for  local  service 
at  local  rates  and  to  make  eifective  the  long  distance  toll  rates  of  The 
Pacific  Telephone  and  Telegraph  Company  and  the  United  States  Long 
Distance  Telephone  and  Telegraph  Company  for  all  service  between  it 
and  all  points  beyond,  including    the    territory    served    by    the    Los 
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Angeles  system.    The  rates  therein  proposed  for  the  principal  classes 
of  exchange  service  were  as  follows : 

Rate  per  month 
Business  unlimited  service :  Wall  set    desk  set 

Individual   line  $2  75        $3  (M) 

Two-party  line   2  25  2  50 

Extension  (with  or  without  bell) 1  00  1  OO 

Suburban   service    (ten-party   line) 3  50  3  75 

Residence  unlimited  service : 

Individual   line   2  25  2  oO 

Two-party  line  2  00  2  25 

Four-party    line    1  75  2  (JO 

Extension    (without    bell) ' 50  75 

Extension    (with   bell) 65  1  00 

Suburban  service   (ten-party  line) 3  00  3  25 

Private  branch  exchange,  business,  commercial — unlimited  service  :  Per  month 

Switchboard,    etc.,    per   position ^5  00 

First  bothway  trunk  line 4  75 

Each  additional  bothway  trunk  line 3  56 

Each  incoming  trunk  line 4  UO 

Each  station,  other  than  outside,  wall  or  desk  set 1  00 

The  rates  herein  listed  were  intended  to  apply  within  what  the  com- 
pany proposed  to  designate  as  a  primary  rate  area,  beyond  which  its 
uniform  mileage  rates  were  to  apply  in  addition  to  the  rates  herein 
listed,  except  for  suburban  service  and  private  branch  exchange 
switchboards.  The  primary  rate  area  herein  referred  to  is  shown  in 
Exhibit  No.  2  of  Southern  California  Telephone  Company,  entered  in 
this  proceeding.  The  proposed  toll  rate  for  calls  to  and  from  Los 
Angeles  is  10  cents  for  the  first  five  minutes  and  5  cents  for  each  addi- 
tional three  minutes  or  fraction  thereof  for  station  to  station  messages. 
A  rate  for  person  to  person  messages  was  not  provided  for  Los  Angeles 
calls. 

The  present  rates  for  Los  Angeles  exchange  service  of  the  classes 
listed  above,  exclusive  of  mileage  charges  from  the  present  Los  Angeles 
primary  rate  area  and  which  subscribers  or  patrons  located  within 
Culver  City  and  the  Palms  district  would  be  required  to  pay  if  Los 
Angeles  rates  were  made  effective  in  Culver  City  and  Palms,  are  as 
follows : 

Rate  per  month 
Business  unlimited  service :                                                                     Wall  set    desk  set 
Individual   line   $6  25        $6  73 

Two-party  line  4  75  5  25 

Extension   sets    1  00  1  00 

Suburban  service  (ten-party  line) 3  00  3  00 

Residence  unlimited  service : 

Individual   line   2  50  2  75 

Two-party   line   2  25  2  50 

Four-party    line    1  75  2  00 

Extension    sets   1  00  1  00 

Suburban  service   (ten-party  line) 2  50  2  50 
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Private  branch  exchange,  businehs,  commercial — unlimited  service:  Per  month 

Switchboard,  per  position $3  (X) 

Power  circuit 1  75 

First  bothway  trunk  line : 8  00 

Additional  bothway  trunk  lines,  each 7  00 

Each  receiving  trunk  line 5  00 

Each  sending  trunk  line 6  00 

Each  station  (within  building) 1  00 

In  addition  to  the  Los  Angeles  exchange  rates  herein  listed  mileage 
charges,  varying  in  amount  according  to  the  classes  of  service  selected 
and  according  to  the  location  of  the  subscribers*  premises,  would  apply, 
the  amount  being  computed  on  measurements  from  the  present  primary 
rate  area  at  present  uniform  mileage  rates  as  follows : 

Individual  lines,  including  private  branch  exchange  trunk  lines,  50  cents  per 

month  for  each  quarter  mile  or  fraction  thereof. 
Two-party  lines,  35  cents  per  month  per  quarter  mile  or  fraction  thereof  . 
Four-party  lines,  25  cents  per  month  per  quarter  mile  or  fraction  thereof. 

The  present  primary  rate  atea  of  the  Los  Angeles  exchange  is  shown 
in  Exhibit  No.  15,  of  Southern  California  Telephone  Company  entered 
in  the  proceeding  in  Application  No.  6285. 

If  the  Los  Angeles  rates  herein  referred  to  were  made  effective 
for  Culver  City  and  Palms  subscribers,  calls  to  and  from  Los  Angeles 
would  not  be  subject  to  the  payment  of  the  toll  rate  which  is  contem- 
plated in  the  proposal  of  the  telephone  company  for  the  establishment 
of  a  local  exchange  and  exchange  rates  in  the  Culver  City-Palms  area. 
It  will  be  seen  from  the  foregoing  that  the  Los  Angeles  rates,  with  the 
addition  of  mileage  rates,  are  very  much  higher  than  the  rates  proposed 
by  the  telephone  company  for  local  exchange  service  at  the  proposed 
local  exchange.  As  of  March  4,  1921,  there  were  eighty-six  subscribers 
of  various  classes  within  the  Culver  City-Palms  area  receiving  service 
from  the  Los  Angeles  exchange.  Of  this  number  twelve  only  are  now 
paying  Los  Angeles  rates  plus  mileage.  The  remaining  seventy-two 
are  paying  Los  Angeles  rates  without  mileage.  The  aggregate  amount 
of  the  monthly  rates  for  this  service  is  the  approximate  sum  of  $613, 
an  average  of  approximately  $7.14  per  month  per  subscriber.  If  the 
proposed  local  exchange  and  local  rates  were  established  it  is  esti- 
mated that  the  average  monthly  local  rate  for  the  same  subscribers 
would  be  $4.44,  or  $2.70  lower  than  the  present  average  Los  Angeles 
rate.  There  were  also  as  of  the  same  date,  March  4,  1921,  fifteen  sub- 
scribers in  this  area  receiving  service  from  the  Santa  Monica  exchange 
of  the  Santa  Monica  Bay  Home  Telephone  Company,  whom  it  was  pro- 
posed to  take  over  to  the  proposed  Culver  City-Palms  exchange.  The 
aggregate  amount  of  these  monthly  rates  is  the  sum  of  $51.50,  an  aver- 
age of  $3.43  per  month  per  subscriber.  The  estimated  average  monthly 
rate  for  the  same  subscribers  for  the  proposed  Culver  City  local  service 
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is  $2.38  per  month,  which  is  $1.05  per  month  lower  than  the  present 
average  rate  for  Santa  Monica  service.  It  has  not  been  determined 
what  the  average  rate,  inclusive  of  mileage  charges,  for  these  sub- 
scribers for  Los  Angeles  service  would  be,  but  it  is  apparent  that  it 
would  be  in  excess  of  the  present  rate. 

While  it  thus  is  shown  that  the  proposed  rates  for  service  confined 
to  the  local  Culver  City-Palms  exchange  area  are  considerably  lower 
than  the  rates  now  in  effect  for  either  Los  Angeles  or  Santa  Monica 
service,  the  chief  contention  of  those  protesting  against  the  adoption 
of  the  proposed  plan  is  that  by  far  the  greater  use  of  the  service  is 
and  will  be  to  and  from  Los  Angeles,  and  that,  with  the  payment  of 
toll  charges  on  calls  to  and  from  Los  Angeles  in  addition  to  the  local 
rates,  the  cost  of  the  service  would  be  greatly  in  excess  of  what  it 
would  be  for  unlimited  service  at  Los  Angeles  rates  plus  mileage.  It 
is  also  urged  by  protestants  that  there  is  so  little  necessity  for  service 
between  present  subscribers  in  Culver  City  and  Palms  or  those  who 
desire  telephones,  on  the  one  hand,  and  so  great  necessity  for  service 
between  these  districts  and  the  city  of  Los  Angeles,  on  the  other  hand, 
that  a  service  confined  to  these  districts  would  be  comparatively  of 
little  or  no  value  while  it  is  of  the  utmost  importance  that  service  to 
and  from  Los  Angeles  be  made  available.  This  objection  to  the  adop- 
tion of  the  company's  plan  came  chiefly  from  those  interested  either 
directly  or  indirectly  in  the  moving  picture  industry  for  which  Culver 
City  and  the  Palms  is  a  center,  but  the  same  general  view  is  also 
expressed  by  other  protestants. 

In  support  of  the  proposed  plan  for  local  rates  for  local  service  with 
toll  rates  for  service  to  and  from  outside  points  Southern  California 
Telephone  Company  urges  that  Culver  City  and  Palms  are  separated 
from  the  city  of  Los  Angeles  by  an  area  of  considerable  extent  which 
is  but  sparsely  built  up  and  that  although  a  part  of  Palms  has  been 
annexed  by  the  city  of  Los  Angeles,  the  district  as  a  whole  constitutes 
a  separate  and  distinct  community  whose  local  development  and  inter- 
ests require  local  telephone  service  apart  from  the  city  of  Los  Angeles ; 
that  to  provide  and  maintain  facilities  to  furnish  the  service  with 
proper  economy  as  to  investment  and  as  to  rates  commensurate  with 
the  service  a  separate  loc^l  exchange  should  be  established.  It  also 
points  to  the  fact  that  for  this  purpose  it  some  time  ago  purchased  a 
location,  erected  a  central  office  building  and  proceeded  to  install  cen- 
tral office  and  other  plant  at  an  expenditure  of  approximately  $50,000; 
that  the  abandonment  of  these  plans  and  the  substitution  of  Los 
Angeles  service  will  result,  not  only  in  the  loss  of  this  investment,  but 
in  the  rearrangement  of  its  plant  and  rerouting  of  its  lines  with  an 
estimated   additional  expenditure  of  approximately  $80,000.     While 
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the  company  appears  to  have  acted  in  good  faith,  even  to  the  extent 
of  its  present  investment  in  property,  it  shouhl  he  noted  that  it  has 
proceeded  with  these  plans  involving  changes  in  service  and  in  rates 
which,  under  the  provisions  of  the  Public  Utilities  Act  of  this  state, 
it  can  not  make  legally  effective  except  by  an  order  of  this  Commisaion 
authorizing  the  changes  to  be  made  and  this  order  the  company  did  not 
seek  in  advance  of  the  investment  which  it  has  made.  Thus  it*  the  Com- 
mission finds  that  the  public  interest  requires  the  alteration  of  those 
plans  it  must  be  guided  by  that  fact  even  though  the  (company  may 
have  proceeded  in  good  faith  to  remedy  a  difficult  situation. 

Telephone  service  in  Culver  City  and  Palms,  to  the  extent  that  it  is 
now  provided  by  Southern  California  Telephone  Company,  is  the  out- 
come of  conditions  which  have  developed  with  the  growth  of  these 
communities  and  as  it  has  been  influenced  and  directed  during  their 
growth  by  the  interests  of  competing  telephone  utilities,  predecessors 
of  the  present  company,  which  were  variously  serving  this  and  adjacent 
territory  prior  to  its  organization.  By  reason  of  consolidations  which 
have  eliminated  these  competing  interests  the  present  company  linds 
itself  exclusively  occupying  the  territory  in  which  it  now  operates 
with  the  result  that  it  is  responsible  for  service  which,  during  the 
existence  of  those  competing  interests,  was  divided  between  The  Pacific 
Telephone  and  Telegraph  Company  and  its  predecessor.  Sunset  Tele- 
phone and  Telegraph  Company,  serving  the  Culver  City-Palms  area, 
operating  out  of  Los  Angeles  and  Santa  Monica,  and  the  Home  Tele- 
phone and  Telegraph  Company  of  Los  Angeles.  The  service  thus  fur- 
nished at  the  present  time  varies  considerably  in  character  and  extent, 
present  facilities  are  inadequate  to  meet  present  requirements  and  the 
rates  charged  are  characterized  by  a  very  considerable  lack  of  uni- 
formity. Thus  the  entire  situation  is  one  in  which  a  complete  adjust- 
ment is  imperative.  Numerous  residents  and  business  interests  located 
in  Culver  City  and  Palms  are  without  telephones  and  are  unable  now 
to  secure  them  while,  in  other  instances,  service  which  is  available  is 
inadequate.  The  company  is  unable  or  unwilling  to  proceed  with  the 
work  which  it  has  started  to  provide  relief  and  in  the  meantime  its 
property  and  investment  remain  idle. 

It  is  fundamental,  of  course,  not  alone  in  the  interests  of  economy, 
but  in  order  even  to  make  possible  the  furnishing  of  telephone  service 
at  rates  which  otherwise  would  be  so  prohibitive  as  to  defeat  the  pur- 
poses for  which  the  service  itself  is  intended,  that  in  self-contained  and 
self-supporting  communities,  local  service  at  local  rates  designed  to 
meet  local  requirements  is  a  necessity  of  prime  importance.  It  is 
obvious  that  the  more  service  is  extended  between  different  communi- 
ties the  higher  the  rate  must  be  to  sustain  it  and  if  that  rate  be  a  flat 
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rate  to  all  users,  those  patrons  having  less  necessity  than  others  to  use 
the  service  to  the  outside  or  distant  eomniunities  must  pay  more  in 
proportion  to  its  use  than  the  patrons  whose  necessity  for  its  use  is 
greater.  There  must  of  necessity  be  a  limit  to  the  extent  to  which  such 
service  at  flat  rates  shall  be  extended.  Beyond  such  limit  each  user 
should  pay  for  his  service  in  proportion  as  he  may  require  it.  The 
evidence  in  this  case  is  largely  to  the  effect,  however,  that  Culver  City 
and  Palms  are  not  wholly  self-sustaining  communities,  or  to  the  extent 
that  other  communities  near  or  adjacent  to  the  city  of  Los  Angeles  are 
self-sustaining,  or  to  the  extent  that  telephone  service  confined  to  the 
limitations  of  a  local  exchange  will  adequately  serve  their  interests.  It 
has  been  shown  that  as  to  the  chief  public  interest  of  these  communi- 
ties, a  local  service  will  be  of  little  if  any  value.  On  the  other  hand, 
it  is  shown  that  although  there  is,  to  some  extent  at  least,  a  necessity 
for  local  service,  the  chief  objection  to  its  establishment  on  an  inde- 
pendent local  basis  is  the  payment  of  toll  charges  for  calls  to  and  from 
Los  Angeles  and  other  outside  points. 

It  is  urged  by  some  of  those  who  are  asking  that  Los  Angeles  service 
at  Los  Angeles  rates  be  extended  to  these  communities  that  the  Los 
Angeles  primary  rate  area  within  which  Los  Angeles  rates,  without  the 
addition  of  established  mileage  charges  apply,  be  so  extended  as  to 
include  Culver  City  and  Palms.  There  are  others  who  ask  that  it  be 
80  extended  as  to  eliminate  only  such  portion  of  the  present  mileage 
charges  as  the  Commission  may  determine  to  be  proper.  So  far  as  the 
primary  rate  area  of  the  Los  Angeles  exchange  is  concerned  this  is  a 
matter  directly  involving  the  rates  of  this  company  in  the  city  of  Los 
Angeles  and  one  which  can  not  be  considered  apart  from  its  effect  on 
those  rates.  There  is  now  pending  before  the  Commission  an  applica- 
tion of  Southern  California  Telephone  Company  for  authority  to 
increase  rates,  one  of  the  features  of  which  is  the  establishment  of  a 
reasonable  primary  rate  area  for  the  Los  Angeles  exchange.  It  is  pro- 
posed by  the  company  in  that  proceeding  to  extend  the  present  Los 
Angeles  primary  rate  area  in  the  direction  of  Culver  City  and  Palms, 
the  adoption  of  which  will  reduce  the  amount  of  mileage  charges  now 
applicable  to  Culver  City  and  Palms  subscribers  who  are  receiving 
Los  Angeles  service  at  Los  Angeles  rates.  Except  to  the  extent  that 
the  extension  thus  proposed  by  the  company  should  be  considered  in 
the  present  proceeding,  the  determination  of  this  matter  in  so  far  as 
its  relation  to  Culver  City  and  Palms  is  concerned  must  await  a  deci- 
sion in  the  Los  Angeles  rate  proceeding. 

In  this  case,  as  in  a  few  others  which  have  been  before  this  Com- 
mission recently,  the  telephone  company  has  offered  to  extend  in  par- 
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tieiilar  instances  what  it  refers  to  as  extraterritorial  ser\'iee  for  sub- 
scribers whose  particular  serv^ice  requirements  extend  beyond  the  lim- 
itations of  local  exchange  service.  Under  this  plan,  if  the  telephone 
company  is  satisfied  that  the  subscriber  actually  requires  this  extra- 
territorial service  and  if  he  will  not  permit  its  unauthorized  use  to 
evade  the  payment  of  toll  charges,  and,  if  in  addition  to  paying  the 
prevailing  extraterritorial  rate  at  the  exchange  with  which  it  is  to 
connect,  he  will  also  subscribe  to  the  local  service,  he  may  secure  it. 
In  this  instance  the  total  cost  of  such  service  to  Los  Angeles,  Culver 
City  and  Palms  would  be  the  Los  Angeles  rate  for  the  class  of  service 
selected,  plus  a  mileage  charge  covering  the  mileage  between  the  Los 
Angeles  primary  rate  area  and  the  subscribers'  premises,  plus  the 
Culver  City-Palms  local  rate.  It  is  conceivable  that  a  rule  of  this 
character  may  suflBce  to  overcome  some  of  the  objection  that  may  be 
advanced  to  local  service,  but  it  is  itself  possessed  of  more  or  less 
dangerous  or  objectionable  features  and  we  are  not  convinced  that  it 
offers  a  final  solution  to  the  difficulties  that  it  is  designed  to  meet. 

We  can  not  agree  in  the  view  that  there  is  the  same  justification  for 
the  present  establishment  of  a  separate  local  exchange  for  Culver  City 
and  Palms  that  there  undoubtedly  is  in  other  cases.  Neither  are  we 
convinced  that  such  modification  of  the  company's  plans  under  which 
it  has  heretofore  proceeded  to  provide  for  its  proposed  Culver  City- 
Palms  exchange  as  may  be  necessary  to  conform  to  our  views  in  this 
instance  will  necessarily  involve  it  in  the  serious  loss  to  which  it  has 
referred.  Whether  a  separate  exchange  were  e^stablished  as  it  now 
urges  for  these  communities,  or  whether  they  were  considered  as  an 
integral  part  of  the  Los  Angeles  exchange,  undoubtedly  it  is  probable, 
as  the  evidence  shows,  that  the  plant  already  provided  will  be  utilized. 
It  may  well  be  that  provision  for  unlimited  service  to  and  from  Los 
Angeles  will  create,  and  as  the  company's  business  increases  in  Culver 
City  and  Palms,  there  will  be  created  a  necessity  for  facilities  in 
excess  of  those  provided  for  in  the  original  plan,  but  eventually  it  no 
doubt  would  have  become  necessary  to  provide  an  additional  central 
office  and  associated  plant,  even  if  it  had  not  been  so  provided  in  the 
original  plans. 

It  is  true  if  this  company  were  to  be  required  to  provide  direct  sub- 
scribers' lines  from  its  Los  Angeles  exchange  in  order  to  satisfy  the 
demand  of  Culver  City  and  Palms  subscribers  that  the  investment 
involved  would  be  very  considerable  and  the  cost  of  maintenance  and 
operation  would  be  high.  Furthermore,  it  does  not  seem  to  the  Com- 
mission that  the  direct  service  which  would  thus  be  made  available 
would  be  materially  superior  to  that  which  would  be  available  if  sub- 
scribers' lines  were  terminated  in  the  proposed  local  office  in  Culver 
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City  with  sufificieiit  intorexehanpe  trunk  lines  to  carry  the  Los  Angeles 
traffic.  In  view  of  this  and  in  view  of  the  preparations  already  made 
by  the  company,  to  abandon  which  would  seriously  delay  the  further 
installation  of  service,  we  are  disposed  to  feel  that  for  the  present  the 
company  should  exercise  its  discretion  in  the  matter  of  routing  its 
lines  between  the  Culver  City-Palms  area  and  its  Los  Angeles  exchange 
in  so  far  as  compliance  with  the  order  in  this  case  will  admit. 

For  a  number  of  years,  and  particularly  within  recent  years,  growth 
in  the  city  of  Los  Angeles  and  its  environs  has  been  so  phenomenal  as 
to  greatly  exceed  the  plans  heretofore  made  by  telephone  com- 
panies to  provide  service.  This  growth  still  continues  and  in  those 
sections  west  and  southwest  of  the  city,  including  that  in  which  Culver 
City  and  Palms  are  located,  it  appears  to  be  most  pronounced  and  rapid 
at  tbe  present  time.  With  the  increased  demands  for  telephone  service 
and  with  the  changed  conditions  following  this  growth  it  is  not  improb- 
able that  present  methods  for  providing  facilities  and  present  methods 
of  operation  will  become  more  or  less  changed.  In  that  event  and  to 
that  extent  the  present  service  requirements  of  Culver  City  and  Palms 
will  be  altered. 

It  is  our  opinion  that  in  the  present  situation  Southern  California 
Telephone  Company  should  proceed  at  once  to  place  its  Culver  City- 
Palms  exchange  in  service  and  provide  service  under  two  separate  rate 
schedules,  one  on  the  basis  of  the  rates  appearing  in  the  following 
order  for  unlimited  service  to  and  from  the  Los  Angeles  exchange,  the 
other  on  the  basis  of  rates  for  unlimited  service  within  the  Culver 
City-Palms  local  exchange,  with  toll  charges,  in  addition,  for  all  mes- 
sages to  and  from  all  points  beyond  the  local  exchange.  The  rates 
appearing  in  the  ord**r  herein  for  unlimited  service  to  and  from  Los 
Angeles  are  determined  by  adding  to  the  present  Los  Angeles  base 
rates  the  company's  present  standard  mileage  rates  computed  on  direct 
measurement  between  the  Culver  City-Palms  central  office  and  the 
nearest  point  in  the  propased  primary  rate  area  of  the  Los  Angeles 
exchange  as  the  company  proposes  to  establish  it.  With  these  two  sep- 
arate rate  schedules  in  effect,  the  principal  purpose  of  which  is  to 
make  either  the  Los  Angeles  service  or  the  local  service  available  at 
the  option  of  the  subscriber,  the  question  as  to  which  service  is  in  the 
public  interest  will  automatically  take  care  of  itself.  The  following 
order  is  recommended : 

ORDER. 

Proceedings  in  the  above  entitled  matter  having  been  instituted  on 
the  Commission's  own  motion,  the  case  having  been  heard,  the  Corn- 
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mission  being  fully  advised  and  the  matter  havintr  b(*en  submitted, 
the  Commission  hereby  finds  as  follows : 

1.  That  public  convenience  and  necessity  require  the  establishment 
and  maintenance  of  adequate  telephone  service  in  Culver  City  and 
Palms,  Los  Angeles  County,  California. 

2.  That  there  is  a  sufficient  present  community  interest  between 
Culver  City  and  the  city  of  Los  Angeles,  and  between  Palms  and  the 
city  of  Los  Angeles,  to  justify  and  require  the  establishment  and  main- 
tenance of  interexchange  telephone  service  between  ("ulver  City  and 
Palms  and  the  city  of  Los  Angeles. 

Basing  its  conclusions  on  the  foregoing  findings  and  on  the  other 
findings  referred  to  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered  and  directed,  as  follows: 

Southern  California  Telephone  Company  shall  at  once  proceed  with 
the  construction  and  installation  of  such  plant  and  equipment,  if  any, 
in  addition  to  that  at  present  available  for  the  purpose  and  shall, 
within  a  period  not  to  exceed  ninety  (90)  days  from  the  date  of  this 
order,  complete  such  construction  and  installation  and  place  in  service 
a  local  central  office  telephone  exchange  in  the  Culver  City  and  Palms 
area,  unless,  for  good  cause  shown,  the  Commission  may  grant  such 
extension  of  time  as  to  it  may  appear  to  be  reasonable  and  proper, 
and  may  issue  its  supplemental  order  herein  providing  therefor,  and 
shall  thereafter  establish  and  maintain  local  exchange  service  and 
interexchange  service  under  the  conditions  and  subject  to  the  rates 
hereinafter  set  forth,  as  follows: 

A.  Unless,  for  good  cause  shown,  the  Commission  may  grant  an 
extension  of  time  for  the  completion  of  the  construction  and  installa- 
tion of  plant  and  equipment  and  the  establishment  of  service  as  here- 
inabove provided,  Southern  California  Teleplione  ('ompany  shall  pub- 
lish, file  with  the  Railroad  Commission  and  make  effective  on  or  before 
ninety  (90)  days  from  the  date  of  the  order  herein,  two  separate  sched- 
ules of  rates  as  hereinafter  provided.  In  the  event  that  the  Commis- 
sion may  extend  the  time  for  the  establishment  of  service  as  herein 
provided,  then  the  date,  on  or  before  which  the  rates  herein  provided 
for  shall  be  published,  filed  and  made  effective,  shall  be  correspond- 
ingly extended. 

B.  Subscribers  and  applicants  for  service  shall  be  given  the  choice 
and  option  of  either  one  of  two  schedules  of  rates  and  shall  be  entitled 
to  the  service  for  which  the  particular  rate  schedule  selected  shall  pro- 
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vide.     The  schedules  of  rates  herein  provided  for  and  the  service  to 
which  the  subscribers  shall  be  entitled  thereunder,  shall  be  as  follows : 

1.  Local  Culver  City- Palms  Unlimited  Exchange  Service. 

«     .  .    .     ,  Class  of  service  Rate  per  month 

Business  unlimited :  ^**®®  ^'  service.  ^^jj  ^^^  ^^^^  ^^ 

Individual   line   ^ $2  75         $3  00 

Two-party   line   2  25  2  50 

Extension    (with    bell) 1  00  1  00 

Extension    (without   bell) 1  00  1  00 

Suburban   service   i 3  50  3  75 

Residence  unlimited  : 

Individual    line   2  25  2  50 

Two-party  line  2  00  2  25 

Four-party  line 1  75  2  00 

Extension    (with   bell) 05  1  00 

Extension   (without  bell) 50  75 

Suburban  service   3  00  3  25 

The  above  rates  cover  the  principal  classes  of  service  only.  Supplemental  sched- 
ules covering  rates  for  miscellaneous  equipment  and  rates  for  other  classes  of  service 
not  included  in  the  above  schedule  shall  be  filed  with  the  Commission  within  the 
time  hereinabove  provided  for  the  filing  of  rates  subject  to  the  further  approval  of 
the  Commission.  The  primary  rate  area  of  the  Culver  City-Palms  exchange,  within 
which  the  base  rates  hereinabove  provided  for  shall  be  made  applicable  and  the 
exchange  area  to  be  served  by  the  Culver  City-Palms  exchange,  shall  be  as  set  forth 
in  Exhibit  No.  2  of  Southern  California  Telephone  (Company  entered  in  this  case. 
Mileage  rates  for  subscribers  located  beyond  the  primary  rate  area  of  the  Culver 
(Mty-Palms  local  exchange  and  within  the  exchange  area  of  said  exchange  applicable 
to  one-  two-  and  four-party  service  shall  be  charged  as  follows: 

Per  month 

One-party  line,  for  each  quarter  mile  or  fraction  thereof 50  cents 

Two-party  line,  for  each  quarter  mile  or  fraction  thereof 35  cents 

Four-party  line,  for  each  quarter  mile  or  fraction  thereof 25  cents 

Subscribers  electing  to  take  service  under  Schedule  No.  1  shall  be 
entitled  to  unlimited  service  with  all  other  subscribers  of  the  Culver 
City-Palms  local  exchange,  inclusive  of  those  taking  service  under 
Schedule  No.  2  hereinafter  appearing.  For  all  messages  to  and  from 
stations  other  than  those  served  directly  from  the  local  exchange  sub- 
scribers electing  to  take  service  under  Schedule  No.  1  shall  pay  the 
authorized  toll  rates  applicable  thereto. 

2.  Unlimited  Loe  Angeles  Exchange  Service. 
Subject  to  such  alteration  therein  or  modifictaion  thereof  as  may  be  provided 
for  in  the  decision  of  this  Commission  in  Application  No.  G285  of  Southern  Cali- 
fornia Telephone  Company,  the  following  rates  shall  be  made  effective  for  unlimited 
service  between  subscribers  of  the  Culver  City-Palms  exchange  and  subscribers  of 
the  Los  Angeles  exchange. 

Rate  per  month 
Business  unlimited  service  :  Wall  set  desk  set 

Individual   line   $10  75       $11  25 

Two-party    line    7  90  8  40 

Extension    sets    1  00  1  00 

Suburban   service    (ten-party   line) 3  00  3  00 

Residence  unlimited  service : 

Individual   line   7  00  7  25 

Two-party  line 5  40  5  65 

Four-party    line    4  00  4  25 

Extension  sets   1  00  1  00 

Suburban  service  (ten-party  line) 2  50  2  50 

The  above  rates  cover  the  principal  classes  of  service  only.  Supplemental  schetl- 
ules  covering  rates  for  miscellaneous  equipment  and  rates  for  other  classes  of  service 
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not  included  in  the  above  schedule  shall  be  filed  with  the  Commission  within  the 
time  hereinabove  provided  for  the  filing  of  rates,  subject  to  the  further  approval  of 
the  Commission.  The  primary  rate  area  within  which  the  rates  herein  provided 
shall  apply  and  the  mileage  rates  which  in  addition  thereto  shall  apply  for  sub- 
scribers located  outside  of  such  primary  rate  area  shall  be  as  provided  in  Schedule 
No.  1  hereinabove  set  forth. 

Subscribers  electing  to  take  service  under  Schedule  No.  2  shall  be 
entitled  to  unlimited  service  with  all  other  subscribers  of  the  Culver 
City-Palms  exchange,  inclusive  of  those  taking  service  under  Schedule 
No.  1,  and  with  subscribers  of  the  Los  Angeles  exchange.  For  all 
messages  to  and  from  all  stations  other  than  those  served  directly  from 
the  local  exchange  or  the  Los  Angeles  exchange  subscribers  electing  to 
take  service  under  Schedule  No.  2  shall  pay  the  authorized  toll  rates 
applicable  thereto. 

3.    Long  Distance,  Telephone  Toll  and  Telegraph   Rates. 

Except  that  subscribers  receiving  service  under  Schedule  No.  2  shall  be  entitled 
to  unlimited  Los  Angeles  service  without  the  payment  of  toll  charges,  in  addition 
to  the  base  rates  provided  in  Schedule  No.  2,  the  rates  for  long  distance  telephone 
toll  and  telegraph  service  for  Culver  City- Palms  subscribers  shall  be  computed  as 
Culver  City-Palms  rates,  in  accordance  with  the  authorized  standard  toll  and  tele- 
graph schedules  of  Soutliem  California  Telephone  Company,  The  Pacific  Telephone 
and  Telegraph  Company  and  United  States  Long  Distance  Telephone  and  Telegraph 
Company. 

4.  Rules  and  Regulations. 

The  authorized  Rules  and  Regulations  of  Southern  California  Telephone  Company 
shall  apply  in  the  Culver  City-Palms  exchange. 

The  order  herein  made  is  limited  to  this  particular  case  and  is  not 
to  be  taken  as  a  precedent  to  be  followed  in  other  cases. 

The  opinion  and  order  herein  are  hereby  approved  and  ordered  filed 
as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State  of 
California. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  Septem- 
ber, 1921. 


Decision  No.  9517. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  STAR  AUTO  STAGE  COM- 
PANY, A  CORPORATION.  FOR  A  PERMIT  AUTHORIZING  SAID 
COMPANY  TO  ISSUE  TREASURY  STOCK. 


Application  No.  6843. 
Decided  September  14,  1921. 


Harry  A.  Encell^  for  Applicant. 

Martin,  Commissioner. 

OPINION. 

In  this  application,  as  amended  at  the  hearing,  Star  Auto  Stage 
Company,  now  California  Transit  Company,  asks  permission  to  issue 
its  common  capital  stock  for  the  purpose  of  paying  the  purchase  price 
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of  automobile  e(iuipnu»nt.  The  company  requests  permission  to  issue 
such  an  amount  of  its  common  capital  stock,  as  at  75  per  cent  of  par 
value,  will  equal  the  reported  purchase  price  of  $139,250. 

In  exhibit  **!,*'  as  amended,  applicant  reports  that  since  December 
24,  1920,  it  has  purchased  or  has  contracted  for  the  purchase  of  the 
following  automobiles : 

December  24, 1920 1  48-horsepower  Fierce-Arrow,  20-pas8enger $8,000  00 

December  24, 1020 1  45-horsepo\ver  White.               14-pas8eng:er 7,5<X)  <K> 

December  31, 1920 1  15-45-horsepower  White.         IS-passenger 8,500  00 

January    10, 1921 1  SO-horsepower  White,              14-passenger 7,000  00 

February  20, 1921 1  45-horsepower  White,               IS-passenger 7,500  00 

March         4,1921 1  45-horsepower  White,               18-passenger 7.500  00 

March       12,1921 1  48-hor8epower  Packard,           14-pa8senger 5,500  00 

March        25,  1921 1  45-horsepower  White,               lo-passenger 5,250  00 

April           4, 1921 1  45-hor8epower  White,              IH-passenger 7,500  00 

April            8, 1921 1  45-hor8epower  White,               IS-passenger 7,500  00 

April           8,1921 1  45-horsepower  White,              18-passenger 7,500  00 

May  14,1921 Twin-Six  Packard,  14-pa»sengcr ;  chassis  owned 

by  applicant;  rebuilt  and  lengthened  by  Cali- 
fornia Body  Building  Company 4,000  00 

June          17,1921 1  48-hor8epower  Pierce-Arrow,  14-pa8senger 0,500  00 

July             1, 1921 1  15-45-hor8epower  White.         IS-passenger 8,500  (K) 

July             2,1921 1  15-45-hor8epower  White,         18-pa8senger 8.500  00 

July             3, 1921 1  15-45-hor8epower  White,         IS-passenger 8.500  (X) 

To  be  deliver*»d       1  4SKhorsepower  Pierce-Arrow,  14-passenger 7,000  00 

To  be  delivered       2  15-45-hor8epower  Whites,       17,000  00 


Total $139,250  00 

The  testimony  of  W.  E.  Travis,  applicant's  president  and  general 
manager,  shows  that  applicant  in  order  to  give  adequate  service,  found 
it  necessary  to  make  arrangements  to  secure  the  above  equipment.  He 
further  testified  that  the  figures  represent  the  value  of  the  equipment 
at  the  time  it  was  purchased.  Applicant  asks  permission  to  issue  com- 
mon stock  as  at  $75  per  share  will  net  $139,250.  This  would  call  for 
the  issue  of  $185,600  of  stock,  or  $46,350  par  value  of  stock  more  than 
the  reported  value  of  the  equipment.  I  do  not  believe  that  such  a  dis- 
count should  be  allowed.  The  order  herein  will  permit  applicant  to 
issue  not  exceeding  $163,800  of  common  stock  in  payment  for  the 
equipment  referred  to  in  this  application,  such  equipment  to  be  acquired 
free  and  clear  of  all  encumbrances.  It  has  been  urged  that  the  Com- 
mission should  allow  the  issue  of  the  stock  at  $75  because  it  is  possible 
to  acquire  outstanding  stock  at  $65  per  share.  Considering  the  his- 
tory of  these  properties  and  that  of  the  stage  business  in  general,  £ 
am  not  convinced  that  the  price  at  which  the  outstanding  stock  of 
applicant  may  be  acquired  should  govern  the  Commission  in  fixing 
the  minimum  price  at  which  it  will  permit  the  stock  to  be  issued. 
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1  herewith  submit  the  following  form  of  order: 

ORDER. 

Star  Auto  Stage  Company,  now  California  Transit  Company,  hav- 
ing applied  to  the  Railroad  Commission  for  permission  to  issue  stock, 
a  public  hearing  having  been  held  and  it  appearing  to  the  Railroad 
Commission  that  the  money,  property  or  labor  to  be  procured  or  paid 
for  by  such  issue  is  reasonably  required  for  the  purpose  specified 
herein,  and  that  the  expenditures  for  such  purpose  are  not  in  whole 
or  in  part  reasonably  chargeable  to  operating  expenses  or  to  income; 

It  is  hereby  ordered,  that  California  Transit  Company,  formerly 
Star  Auto  Stage  Company,  be  and  it  is  hereby  authorized  to  issue  on 
or  before  December  31,  1921,  $163,800  of  its  common  capital  stock  in 
full  payment  for  the  properties  described  in  the  opinion  preceding  this 
order ; 

Provided,  that  none  of  said  stock  be  issued  unless  all  the  equipment 
referred  to  is  transferred  to  applicant  as  fully  paid  for,  in  exchange 
for  said  stock;  and 

Provided,  further,  that  California  Transit  Company  will  keep  such 
record  of  the  issue  of  the  stock  herein  authorized  and  of  the  disposition 
thereof  as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day  of 
each  month,  a  verified  report  as  required  by  the  Railroad  Commission's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a 
part  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  tliis  fourteenth  day  of  Septem- 
ber, 1921. 


Decision  No.  9518. 


IX  THE  MATTER  OF  THE  APPLICATION  OF  STAR  AUTO  STAGE  COM- 
PANY, A  CORPORATION,  FOR  A  PERMIT  AUTHORIZING  SAID 
CORPORATION  TO  ISSUE  TREASURY  STOCK. 


Application  No.  6471. 
Decided  September  14,  1921. 


Harry  A.  Encell,  for  Applicant. 
Mabtin,  ComnUjtsioner. 

FIRST  SUPPLEMENTAL  OPINION. 
Star  Auto  Stage  Company,  in  its  first  supplemental  petition  in  the 
above  entitled  matter,  asks  permission  to  issue  approximately  $14,000 
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of  its  capital  stock  in  addition  to  the  $100,000  of  capital  stock  hereto- 
fore authorized  to  be  issued  by  Decision  No.  8749,  dated  March  15, 
1921. 

In  the  original  application,  applicant  asked  permission  to  issue 
$50,000  of  common  stock  at  $85  per  share  to  pay  for  equipment  which 
W.  E.  Travis  purchased  from  Clarence  L.  Simonds  and  George  S.  Held. 
In  the  supplemental  application  it  is  alleged  that  the  original  applica- 
tion was  in  error  and  that  the  Star  Auto  Stage  Company  agreed  to 
acquire  the  equipment  at  a  cost  of  $50,000  and  to  issue  to  W.  E.  Travis 
common  capital  stock  in  such  an  amount  as  at  $85  per  share  will  net 
$50,000.  The  Commission  in  Decision  No.  8749  authorized  the  issue 
of  $50,000  of  stock  at  $86.60  per  share.  The  records  of  the  company 
have  been  examined  and  are  in  accord  with  the  supplemental  applica- 
tion except  that  they  show  that  the  company  agreed  to  issue  to  W.  E. 
Travis  stock  at  $86  per  share  instead  of  $85.  Applicant  asks  the  Com- 
mission to  reduce  the  price  at  which  the  stock  may  be  issued  from 
$86.60  per  share  to  $85  per  share.  This  request  of  the  company  will 
not  be  granted.  The  order  will  permit  the  issue  of  $12,000  of  addi- 
tional stock  to  pay  for  the  equipment  which  W.  E.  Travis  purchased 
from  Clarence  L.  Simonds  and  George  S.  Held. 

I  herewith  submit  the  following  supplemental  order : 

FIRST  SUPPLEMENTAL  ORDER. 

Star  Auto  Stage  Company,  now  California  Transit  Company,  having 
applied  to  the  Railroad  Commission  for  permission  to  issue  stock,  a 
public  hearing  having  been  held,  and  the  Railroad  Commission  being 
of  the  opinion  that  the  money,  property  or  labor  to  be  procured  or 
paid  for  by  such  issue  is  reasonably  required  for  the  purpose  or  pur- 
poses specified  herein,  and  that  the  expenditures  for  such  purpose  or 
purposes  are  not  in  whole  or  in  part  reasonably  chargeable  to  operat- 
ing expenses  or  to  income ; 

It  is  hereby  ordered,  that  California  Transit  Company,  formerly 
Star  Auto  Stage  Company,  be  and  it  is  hereby  authorized  to  issue 
$12,000  of  its  common  capital  stock  in  addition  to  the  $100,000  of  stock 
heretofore  authorized  to  be  issued  by  Decision  No.  8749,  dated  March 
15,  1921,  for  the  purpose  of  paying  the  remainder  of  the  purchase 
price  of  the  equipment  referred  to  in  the  supplemental  application 
filed  in  the  above  entitled  matter. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8749, 
dated  March  15,  1921,  shall  remain  in  full  force  and  eflPect,  exempt  as 
modified  by  this  first  supplemental  order. 
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The  foregoing  first  supplemental  opinion  and  order  are  hereby 
approved  and  ordered  filed  as  the  first  supplemental  opinion  and  order 
of  the  Railroad  Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  Septem- 
ber, 1921. 

Decision  No.  9528. 

IN  TfTE  MATTER  OF  THE  APPLICATION  OF  SOUTHWESTERN  HOME 
TELEPHONE  COMPANY,  A  CORPORATION,  FOR  AN  ORDER 
AUTHORIZING  SAID  COMPANY  IX)  ISSUE  ITS  PROMISSORY  NOTE 
OR  NOTES  IN  THE  AGGREGATE  AMOUNT  OF  TEN  THOUSAND 
DOLLARS. 

Application  No.  7181. 
Decided  September  19,  1921. 


Maw  Thelen,  for  Applicant. 

Mabtin,  Commissioner. 

OPINION. 

Southwestern  Home  Telephone  Company  asks  permission  to  issue 
a  two-year  $10,000  note  bearing  interest  at  not  exceeding  7  per  cent 
per  annum  and  to  issue  and  deposit  as  collateral  to  secure  the  payment 
of  the  note  $20,000  of  its  first  mortgage  5  per  cent  bcmds. 

Charles  A.  Bolfe,  president  of  the  Southwestern  Home  Telephone 
Company,  testified  that  the  company  intended  to  use  $5,485.65  of  the 
proceeds  to  refund  indebtedness  and  $4,513.35  to  pay  the  cost  of  new 
construction  or  indebtedness  incurred  on  account  of  new  construction. 
He  reports  that  it  has  been  necessary  for  the  company  to  install  a  new 
switchboard  at  Hemet  at  an  approximate  cost  of  $2,500  and  that  it  is 
necessary  for  applicant  to  increase  its  switchboard  facilities  at  Ban- 
ning and  move  the  Banning  exchange  into  larger  quarters.  He  esti- 
mates the  cost  of  the  additional  switchboard  facilities  at  Banning  at 
about  $1,000  and  the  cost  of  installing  the  switchboard  and  certain 
other  improvements  at  $1,250,  making  a  total  of  $2,250. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Southwestern  Home  Telephone  Company  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  $10,000  of  notes  and  issue 
and  deposit  $20,000  of  bonds,  a  public  hearing  having  been  held  and 
the  Commission  being  of  the  opinion  that  the  money,  property  or  labor 
to  be  procured  or  paid  for  through  the  issue  of  such  note  is  reasonably 
required  by  applicant  and  that  this  application  should  be  granted 
subject  to  the  terms  of  this  order ; 
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It  is  hereby  ordered,  that  Southwestern  Home  Telephone  Company 
be  and  it  is  hereby  authorized  to  issue  a  two-year  $10,000  note  bearing 
interest  at  not  exceeding  7  per  cent  per  annum  and  to  issue  and  deposit 
as  collateral  to  secure  the  payment  of  the  note  $20,000  face  value  of  its 
first  mortgage  5  per  cent  bonds. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  'Applicant  may.  if  it  finds  it  necessary  in  securing  the  $10,000 
loan,  to  issue  one  or  more  notes  and  to  issue  such  note  or  notes  for  a 
term  of  less  than  two  years.  If  the  note  or  notes  are  originally  issued 
for  a  term  of  less  than  two  years,  such  note  or  notes  may  be  renewed 
from  time  to  time  provided  that  the  term  of  the  original  note  or  notes 
ard  the  term  of  all  renewals  thereof,  does  not  exceed  two  years  from 
the  date  of  the  original  note  or  notes. 

2.  The  proceeds  realized  through  the  is.sue  of  the  note  or  notes  herein 
authorized  shall  be  used  for  the  following  purposes: 

(1)  To  pay  the  First  National  Bank  of  Redlands,  trustee,  under 
the  agreement  between  applicant  and  certain  of  its  bond- 
holders: to  complet;*  payment  due  under  said  agreement 
for  11)21   ^_-     $."),4S.'>  (r» 

{'2)  To  finance  the  cost  of  the  installation  of  a  new  switchboard 
at  Ilemet  and  a  new  switchboard  at  Banning,  together  with 
other  improvements , 4,.'il4  35 

Total    :F10,000  00 

3.  As  payments  are  made  by  applicant  on  the  note  or  notes  herein 
authorized  to  be  issued,  a  proper  proportion  of  the  bonds  pledged  as 
collateral  shall  be  returned  to  applicant's  treasury  and  thereafter  not 
issued  except  as  authorized  by  the  Railroad  Commission. 

4.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  minimum  fee  prescribed  by  section  57  of  the 
Public  Utilities  Act,  which  fee  is  $25. 

5.  Southwestern  Home  Telephone  Company  shall  keep  such  record 
of  the  issue  and  sale  of  the  note  or  notes  herein  authorized  and  of  the 
disposition  of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the 
twenty-fifth  day  of  each  month,  a  verified  report  as, required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far  as 
applicable,  is  made  a  part  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  nineteenth  day  of  Septem- 
ber, 1921. 
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Decision  No.  9529. 

IX  THE  MATTEU  OF  THE  APrLU^VTlDX  OF  SOUTHWESTERN  HOME 
TELEPHONE  COMPANY,  A  CORPORATION,  FOR  AN  ORDER 
ACTHORIZING  SAID  COMPANY  TO  ISSCE  PROMISSORY  NOTES 
OF  THE  TOTAL  FA(  E  VALUE  OF  FIF^T  THOUSAND  FIVE  HUN- 
DRED IX)LLARS. 


Application  No.  7180. 
Decided  September  19,  1921. 


Mux  Thclen,  for  Applicant. 

Mabtim,  Commissioner. 

OPINION. 

Southwestern  Home  Telephone  Company  asks  permission  to  issue 
$50,500  face  value  of  6  per  cent  notes  for  the  purpose  of  refunding 
notes  now  outstanding  and  to  pledge  bonds  to  secure  the  payment  of 
the  notes. 

The  Railroad  Commission  by  Decision  No.  5057,  dated  January  18, 
1918  (Vol.  15,  Opinions  and  Orders  of  the  Railroad  Commission  of 
California,  p.  44),  authorized  applicant  to  issue  $89,050  of  two-year 
6  per  cent  notes  and  to  issue  and  deposit  $177,500  of  bonds  to  secure 
the  payment  of  the  notes.  The  testimony  in  this  proceeding  shows  that 
applicant  has  paid  $38,550  of  the  notes  and  that  there  remains  a  bal- 
ance of  $50,500  due.  The  testimony  further  shows  that  as  payments 
have  been  made  a  proper  proportion  of  the  bonds,  which  the  Commis- 
sion has  heretofore  authorized  to  be  deposited  as  collateral,  has  been 
returned  to  applicant. 

The  notes  now  outstanding  have  been  issued  under  an  agreement 
eflfective  1918,  by  the  terms  of  which  the  company  is  obligated  to  pay 
annually  a  certain  amount  of  the  notes.  The  necessary  funds  are 
obtained  through  the  payment  of  an  annual  stockholders'  assessment 
of  not  less  than  $2,000  for  a  period  of  ten  years;  through  the  appro- 
priation of  net  earnings  in  the  sum  of  $2,000  annually  for  a  period 
of  three  years  and  $3,000  annually  for  a  period  of  seven  years; 
through  the  waiver  for  a  period  of  ten  years  of  the  sinking  fund  pro- 
vision of  the  trust  deed  securing  the  payment  of  the  Southwestern 
Home  Telephone  Company  bonds;  through  the  postponement  of  the 
collection  of  the  April  interest  coupons  attached  to  said  bonds  and 
through  the  reduction  of  the  annual  interest  on  applicant's  outstand- 
ing notes  from  7  and  8  per  cent  to  6  per  cent  per  annum.  Inasmuch 
as  the  agreement  between  applicant's  stock,  bond  and  noteholders  ter- 
minates on  April  1,  1927,  applicant  asks  permission  to  issue  notes  that 
will  run  concurrently  with  the  life  of  the  agreement.     I  believe  that 
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applicant's  request  should  be  granted  and  herewith  submit  the  fol- 
lowing form  of  order: 

ORDER. 

Southwestern  Home  Telephone  Company  having  asked  permission, 
to  issue  $50,500  of  6  per  cent  notes  and  to  pledge  bonds,  a  public 
hearing  having  been  held  and  the  Commission  being  of  the  opinion 
that  the  money,  property  or  labor  to  be  procured  or  paid  for  through 
such  issue  is  reasonably  required  by  applicant  and  that  this  applica- 
tion should  be  granted  subject  to  the  conditions  of  this  order ; 

It  is  hereby  ordered,  that  Southwestern  Home  Telephone  Company 
be  and  it  is  hereby  authorized  to  issue  $50,500  face  value  of  6  per  cent 
notes  payable  on  or  before  April  1,  1927,  for  the  purpose  of  refunding 
the  notes  referred  to  in  this  application. 

It  is  further  ordered,  that  the  bonds  now  deposited  as  collateral  to 
secure  the  payment  of  the  notes  which  applicant  intends  to  refund 
may  be  deposited  as  collateral  to  secure  the  payment  of  the  notes  issued 
under  the  authority  herein  granted,  said  bonds,  however,  to  be 
deposited  subject  to  the  terms  and  conditions  of  Decision  No.  5081, 
dated  January  29,  1918. 

It  is  further  ordered,  that  if  applicant  issues  a  note  or  notes  pay- 
able prior  to  April  1,  1927,  such  note  or  notes  may  be  renewed  from 
time  to  time  provided  that  no  note  issued  in  renewal  may  mature 
subsequent  to  April  1,  1927.  Applicant  may  cancel  any  note  payable 
April  1,  1927,  and  issue  one  or  more  notes  in  lieu  thereof  in  accor- 
dance with  the  authority  herein  granted. 

Applicant  shall  file  monthly  reports  with  the  Commission  as  required 
by  the  Commission's  General  Order  No.  24,  which  order,  in  so  far  as 
applicable,  is  made  a  part  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  nineteenth  day  of  Septem- 
ber, 1921. 


Decision  No.  9530. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  J.  H.  RICHARDSON. 
PROPRIETOR  OP  RICHARDSON  SPRINGS,  FOR  AUTHORIZATION 
TO  ADJUST  INTERCHANGE  OF  SERVICE  BETWEEN  THE  LINES 
OF  THE  PACIFIC  TELEPHONE  AND  TELEGRAPH  COMPANY  AND 
HIS  PRIVATELY  OW^NED  LINE  RUNNING  BETWEEN  CHICO. 
CALIFORNIA,   AND   RICHARDSON    SPRINGS. 


Application  No.  6903. 
Decided  September  19,  1921. 


Telephone     Tolls — Discbihination. — Discrimination     held     to     exist    when     a 
privately  owned  subscriber's  line,  enjoying  unlimited  service  with  an  exchange 
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•  of  the  Pacific  Telephone  and  Telegraph  Ck)mpany,  is  used  by  the  public  upon 
the  payment  of  switching  charges.  System  ordered  discontinued  and  line  con- 
verted into  toll  line,  applying  charges  to  all  calls  without  discrimination. 

Lee  Richardson^  for  Applicant. 

E.  J.  Fisher,  for  The  Pacific  Telephone  and  Telegraph  Company. 

By  the  Ck)MMissioN. 

OPINION. 

J.  H.  Richardson  applies  hereby  for  authority  to  adjust  telephone 
rates  between  Richardson  Springs  and  Chico. 

A  public  hearing  upon  the  application  was  held  by  Examiner  West- 
over  at  Chico. 

It  appears  from  the  testimony  that  applicant  owns  and  operates  a 
health  resort,  known  as  Richardson  Springs,  near  Chico,  in  Butte 
County.  A  number  of  years  ago  he  constructed  a  telephone  line 
between  the  Springs  and  Chico,  connecting  his  line  with  the  Chico 
exchange  of  The  Pacific  Telephone  and  Telegraph  Company,  which 
serves  Chico  and  vicinity  as  part  of  its  system  extending  over  the 
Pacific  states.  His  line  was  built  for  his  own  convenience  in  the  con- 
duct of  his  health  resort,  and  for  the  convenience  of  his  patrons  and 
of  the  public.  For  the  use  of  this  line  by  the  public  and  to  assist  in 
meeting  the  cost  of  its  operation  and  upkeep,  applicant  has  heretofore 
had  in  effect  a  flat  charge  of  25  cents  for  each  message  passing  over  it. 
It  having  been  called  to  applicant's  notice  that  discrimination  existed 
in  the  manner  of  operating  this  line  and  in  the  manner  at  collecting 
this  charge,  applicant  filed  the  present  application  for  authority  to 
change  his  method  of  operation  and  to  adjust  the  present  charge.  The 
adoption  of  the  charge  or  rate  now  proposed  will  in  certain  instances 
result  in  increasing  the  present  charge  or  rate  and  for  this  reason  the 
formal  application  was  set  for  public  hearing. 

As  this  line  is  now  operated,  it  is  a  privately  owned  subscriber's  line 
although  devoted  to  public  use.  For  the  connection  at  Chico,  appli- 
cant pays  a  subscriber's  rate  to  The  Pacific  Telephone  and  Telegraph 
Company  as  a  subscriber  of  the  Chico  exchange,  which  entitled  him  to 
unlimited  service  between  Richardson  Springs  and  other  subscribers 
of  the  exchange.  He  also  maintains  a  business  ofQce  in  Chico  in  which 
he  has  a  telephone  connecting  with  the  Chico  exchange  as  a  sub- 
scriber's telephone,  between  which  and  other  subscribers'  stations  of 
the  exchange  he  has  access  to  unlimited  service.  Between  these  two 
telephones  and  from  either  of  them  to  other  subscribers'  stations  of 
the  Chico  exchange,  applicant  and  his  employees  now  have  unlimited 
service  without  the  payment  of  the  present  25-cent  charge  to  which 
other  Chico  subscribers'  stations  within  the  exchange  are  subject  wlien 
calling  to  or  from  Richardson  Springs.     In  a  similar  way,  the  long 
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distance  toll  rates  between  Richardson  Springs,  now  a  Chico  sub- 
scriber's station,  and  points  beyond  Chico,  when  calls  are  placed  by 
applicant  or  his  employees,  are  25  cents  lower  than  the  long  distance 
toll  rates  between  the  same  points  when  placed  by  others,  and,  when 
placed  by  others,  they  are  25  cents  higher  than  the  rates  between  other 
Chico  subscribers'  stations  and  points  beyond  Chico.   • 

The  plan  of  adjustment  proposed  is  to  discontinue  the  operation  of 
the  Richardson  Springs  telephone  as  a  subscriber's  station  and  to  con- 
vert the  line  into  a  toll  line,  applying  toll  charges  to  all  calls  without 
discrimination.  As  to  the  proposed  toll  rate,  authority  is  desired  to 
make  the  following  rates  effective: 

Conversation  Hates. 

Initial  Overtime 

Rate        Period  Rate        Period 

Station-to-8tation    calls ^)  10     5  minntps         $0  0.">    3  minutest 

Person-to-peraon    calls    lo     3  mioufes  05     1  minute 

.\ppointment  and   messenger  calls 20     3  minutes  05     1  minute 

Report  charge   for  i)erson-to-person   and  appointment  and   messenger  calls,  5  cents 

Telegraph   Rates. 

Telegrams 30  cents  for  10  words  or  less,  2A  cents  each  additional  word 

Day  letters 45  cents  for  50  words  or  less,  1)    cents  each  additional  10  words  or  less 

Night  letters 30  cents  for  50  words  or  less,  i\    cents  each  additional  10  ^ords  or  les* 

It  will  be  seen  that  the  initial  rates  herein  proposed  are  lower  than 
the  present  rate  of  25  cents  for  unlimited  conversations.  It  will  be 
seen  also  that  rates  of  10  cents  for  five  minutes  and  5  cents  lor  each 
additional  three  minutes  conversation  for  station-to-station  calls,  15 
cents  for  three  minutes  and  5  cents  for  each  additional  minute  for 
person-to-person  calls  and  20  cents  for  three  minutes  and  5  cents  for 
each  additional  minute  for  appointment  and  messenger  calls  are  offered. 
Thus  on  station-to-station  calls  not  exceeding  eleven  minutes  duration, 
person-to-person  calls  not  exceeding  four  minutes  duration  and  appoint- 
ment and  messenger  calls  not  exceeding  tbree  minutes  duration,  the  • 
proposed  rates  will  amount  to  a  reduction  from  the  present  rate.  On 
the  other  hand,  under  any  of  the  proposed  conversation  rates,  for  con- 
versations the  duration  of  which  may  be  in  excess  of  those  just  referi-ed 
to  the  charge  will  be  the  same  as  or  in  excess  of  the  present  rate.  It 
is  our  opinion,  however,  that  for  the  average  conversation  the  pro- 
posed rates  will  result  in  a  reduction  of  the  present  rate.  Applicant 
has  not  heretofore  filed  a  rate  for  telegrams.  There  was  no  i-rotest 
against  the  proposed  rates. 

The  discrimination  heretofore  existing  should  of  coulee  be  removed. 
The  rates  proposed  by  applicant  will  accomplish  its  removal  and  they 
are  uniform  with  the  rates  at  present  in  effect  elsewhere  for  similar 
service.  The  method  under  which  applicant's  line  has  been  oi>erated 
heretofore,  a  method  more  or  less  common  in  the  operation  of  privately 
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owned  telephone  lines  held  out  to  public  use  and  connecting  with  tlie 
telephone  system  of  The  Pacific  Telephone  and  Telegraph  Company 
and  other  telephone  companies  in  this  state  is  illogical  and  in  the  pub- 
lic interest  should  be  changed.  The  Pacific  Telephone  and  Telegraph 
Company  has  consented  to  the  proposed  change,  in  so  far  as  the  con- 
version  from  a  subscribers'  line  to  a  toll  line  is  concerned,  and  has 
expressed  its  willingness  to  enter  into  a  suitable  agreement  with  appli- 
cant for  the  interchange  of  service  between  its  system  and  applicant's 
line.  Under  the  circumstances  it  is  our  opinion  that  the  application 
should  be  granted. 

ORDER. 

J.  H.  Richardson,  owning  and  operating  a  telephone  line  between 
Richardson  Springs  and  Chico,  Butte  County,  having  applied  to  the 
Railroad  Commis-sion  for  authority  to  adjust  rates,  a  public  hearing 
having  been  held,  the  Commission  being  fully  apprised  and  it  appear- 
ing that  tfie  application  should  be  granted ; 

It  is  hereby  ordered,  that  applicant  be  and  he  is  hereby  authorized 
to  publish,  file  with  the  Railroad  Commission  and  make  effective  on 
and  after  October  1,  1921,  the  schedule  of  rates  set  forth  in  the  opinion 
preceding  this  order. 

Dated  at  San  Francisco,  California,  this  nineteenth  day  of  Septem- 
ber, 1921. 


Decision  No.  9532, 


IN  THE  MATTER  OF  THE  ArPLirATION  OF  DK.  C.  EIKJAU  SMITH  IX) 
SELL  PUBLIC  tTTILITY  WATER  SYSTEM  TO  M.  J.  MILLER,  AND 
FOR  M.  J.  MILLER  TO  PURCHASE  SAID  PUBLIC  UTILITY  WATER 
SYSTEM. 


Application  No.  6234. 
Decided  September  19,  1921. 


O.  D,  Meikelfohn,  for  Dr.  C.  Edgar  Smith. 
H.  B.  Cornell  for  M.  J.  Miller. 

By  the  Commission. 

OPINION. 

Dr.  C.  Edgar  Smith  and  ^I.  J.  Miller  join  in  the  above  entitled 
application  for  authority  to  transfer  a  domestic  water  system  supply- 
ing consumers  in  a  tract  known  as  Sunnyside  Gardeu  Acres  in  Los 
Angeles  County,  California. 

A  public  hearing  was  held  upon  the  application  by  Examiner  West- 
over  in  Los  Angeles^  of  which  all  interested  parties  were  notified  and 
given  an  opportunity  to  be  present  and  be  heard. 
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This  utility  has  been  before  the  (Commission  in  another  proceeding. 
namely,  Case  No.  1292,  entitled,  Francis  R,  SchnUtt  et  al,  vs.  Emil 
Firth  and  Dr.  Edgar  Smith.  This  was  a  complaint  brought  by  certain 
water  users  alleging  inadequate  service  due  to  the  excessive  waste  from 
badly  deteriorated  and  leaky  mains.  In  its  Decision  No.  6220  in  the 
above  entitled  matter  issued  March  24,  1919,  page  588,  Vol.  16, 
Opinions  and  Orders  of  the  Railroad  Commission  of  California,  the 
Commission  ordered  the  complaint  dismissed  in  so  far  as  it  related  to 
Defendant  Emil  Firth,  but  ordered  Defendant  Charles  Edgar  Smith 
to  file  with  the  Commission  for  its  approval  plans  and  specifications 
for  the  reconstruction  of  the  distribution  system.  It  was  further 
ordered  that  upon  approval  of  these  plans  Defendant  Smith  was  to 
proceed  to  reconstruct  and  repair  the  system  as  provided  in  the 
approved  plans,  the  said  repairs  to  be  complete  on  or  before  May  15, 
1919. 

These  plans  and  specifications  were  finally  submitted  on  May  17, 
1919,  after  additional  time  had  been  requested  by  Defendant  Smith 
and  granted  by  the  Commission,  and  defendant  proceeded  with  the 
installation  of  the  improvements.  There  was  considerable  delay  with 
the  installation  and  upon  investigation  it  developed  that  certain  of 
the  pipe  lines  installed  were  of  poor  quality  and  in  an  unsatisfactory 
condition,  and  resulted  finally  in  making  a  further  investigation  advis- 
able. Accordingly,  a  further  hearing  was  held  in  this  matter  and  evi- 
dence taken,  which  disclosed  the  fact  that  certain  of  the  pipe  lines 
installed  by  defendant  were  of  such  poor  quality  that  unsatisfactory 
service  conditions  would  inevitably  ensue,  and,  further,  that  there 
were  other  improvements  necessary  in  order  that  the  Commission's 
requirements  would  be  complied  with.  Whereupon  a  supplemental 
order  was  issued.  Decision  No.  8526,  dated  January  8,  1921,  in  which 
Defendant  Smith  was  specifically  ordered  to  make  the  following 
installation : 

1.  In  Normandie  avenue,  from  the  tanks  of  this  utility  northerly  to 
One  Hundredth  street  a  pipe  of  six-inch  internal  diameter. 

2.  In  One  Hundredth,  One  Hundred  First,  One  Hundred  Second 
and  One  Hundred  Third  streets  from  the  main  pipe  in  Normandie 
avenue  westerly  to  Harvard  boulevard,  pipe  of  not  less  than  two 
inches  internal  diameter. 

The  above  pipe  was  required  by  the  order  to  be  in  first-class  condi- 
tion, either  new  or  second-hand,  standard  screw,  and  dipped  in  molten 
asphalt  conforming  to  standard  practice.  It  was  further  ordered  that 
Defendant  Smith  was  to  actually  begin  the  installation  within  thirty 
days  of  the  date  of  the  order  and  to  have  the  work  completed  on  or 
before  April  1,  1921,  also  weekly  reports  of  the  progress  of  the  work 
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were  to  be  rendered  to  the  Commission,  and  further  that  the  Commis- 
sion was  to  be  notified  when  the  material  had  been  selected  for  the 
improvement  in  order  that  an  inspection  coidd  be  made  by  a  repre- 
sentative of  its  engineering  department  before  the  installation  was 
made. 

On  February  14,  1921,  defendant,  Smith,  asked  for  a  modification  of 
the  order  in  the  Commission's  Supplemental  Decision  No.  8526,  supra, 
alleging  that  in  attempting  to  comply  with  the  order  in  the  Commis- 
sion's Decision  No.  6220,  supra,  a  six-inch  0.  D.  screw  casing  had  been 
installed  in  Normandie  avenue  in  place  of  the  standard  screw  pipe 
specified  in  the  Supplemental  Decision  No.  8526,  for  the  reason  that 
the  standard  screw  pipe  could  not  be  purchased  in  the  market  or  sup- 
plied by  manufacturers  within  sixty  to  ninety  days  because  of  the  war 
conditions  then  prevailing.  It  was  further  alleged  that,  due  to  the 
possibility  of  a  delay  in  the  delivery  of  the  pipe,  preventing  defendant 
from  completing  tlje  installation  within  the  time  specified  in  the  Com- 
mission's order,  the  work  was  carried  on  with  whatever  material  was 
available,  which  in  this  instance  was  the  six-inch  screw  casing.  For 
the  same  reason,  it  was  alleged  that  a  two  and  one-half  inch  pipe 
painted  with  asphaltum  was  installed  in  the  cross  streets  in  place  of 
the  two-inch  dipped  pipe  specified  in  the  Commission's  order. 

The  evidence  at  the  hearing  upon  the  above  application  shows  that 
the  parties  had  executed  a  written  agreement  providing  that  Dr. 
Smith  will  comply  with  all  of  the  Commission's  orders  concerning  the 
water  plant  and  system,  without  cost  or  expense  to  Mr.  Miller,  and  that 
during  a  period  of  three  and  one-half  years  from  the  date  of  the  agree- 
ment he  will  perform  every  order  or  demand  of  the  Commission  made 
by  it  concerning  the  water  pipe  on  Normandie  avenue  and  on  the 
streets  west  of  Normandie  avenue  in  tract  No.  3002,  being  Sunnyside 
Garden  Acres,  without  cost  or  expense  to  Mr.  Miller,  and  will  indem- 
nify him  against  cost  or  expense  which  he  may  be  required  to  pay  or 
become  obligated  for  in  an  attempt  to  comply  with  any  orders  made 
by  the  Commission  in  reference  to  said  pipe;  Dr.  Smith's  agreement 
to  be  further  secured  by  giving  an  indemnity  bond  of  a  reputable 
bonding  company  in  the  sum  of  not  less  than  $5,000.  The  three  and 
one-half  year  period  referred  to  in  the  agreement  corresponds  to  the 
period  during  which  the  firm  selling  the  pipe  in  question  guaranteed 
its  service  life. 

The  purpose  of  the  Commission  in  ordering  the  installation  of  a 
special  kind  of  pipe  was  to  assure  high  class  service  to  the  consumers. 
It  has  no  objection  to  the  size  of  the  two  and  one-half-inch  pipe 
installed  in  this  instance,  but  does  object  to  its  condition. 
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The  report  of  one  of  the  Commission's  engineers  upon  the  system 
was  placed  in  evidence  at  the  hearing  in  Case  No.  1375,  an  investiga- 
tion upon  the  Commission's  own  motion  of  the  failure  and  refusal  of 
Dr.  Smith  to  install  certain  improvements  ordered  hy  the  Commission, 
which  was  dismissed  owing  to  the  pendency  of  above  Case  No.  1292. 
The  records,  files  and  proceedings  in  both  cases  were  placed  in  evi- 
dence at  the  hearing  upon  above  application.  The  engineer's  report 
showed  that  it  would  be  necessary  to  renew  a  portion  of  the  substituted 
two  and  one-half -inch  pipe  at  an  early  date  in  order  to  maintain  good 
service  over  the  area  served  through  it.  From  the  testimony  it  appears 
that  to  permit  the  transfer  under  the  conditions  above  described  might 
result  in  continued  interruptions  to  service,  beginning  soon  after  the 
expiration  of  the  bond,  yet  allowing  applicant,  Smith,  to  evade  respon- 
sibility, although  his  failure  to  comply  with  the  Commission's  orders 
would  be  responsible  for  the  condition  complained  of. 

If  applicant,  Smith,  really  desires  to  protect  applicant,  Miller,  and 
to  guarantee  the  substituted  installation  to  perform  the  service  required 
by  the  Commission's  order,  he  should  increase  the  time  limit  of  the 
guarantee  to  more  nearly  approximate  the  useful  life  of  the  installa- 
tion ordered  by  the  Commission.  This  extension  of  the  guaranteed 
period  appears  to  be  a  reasonable  requirement  and  will  be  one  of  the 
conditions  upon  which  the  authority  for  transfer  will  be  granted. 

ORDER. 

A  public  hearing  having  been  held  upon  the  above  entitled  applica- 
tion, the  matter  being  submitted  and  now  ready  for  decision,  and  it 
appearing  that  the  transfer  requested  will  be  in  the  interest  of  con- 
sumers ; 

It  is  hereby  ordered,  that  Dr.  C.  Edgar  Smith  be  and  he  is  hereby 
authorized  and  empowered  to  transfer  to  M.  J.  Miller,  lot  40  original 
Sunnyside,  as  per  map  recorded  in  book  7  of  maps  at  page  171,  Los 
Angeles  County  records,  together  with  the  pumping  plant,  wells, 
tanks  and  other  property  thereon,  and  the  distribution  mains  and  other 
facilities  used  in  connection  therewith,  in  serving  the  tract  of  land 
known  as  Sunnyside  Garden  Acres,  in  Los  Angeles  County,  and  other 
property  in  that  vicinity. 

1.  The  authority  herein  granted  shall  apply  only  to  such  transfer  as 
may  have  been  made  on  or  before  sixty  days  from  the  date  of  this  order. 

2.  The  consideration  given  for  the  transfer  of  said  system  shall  not 
be  urged  before  this  Commission  or  any  other  public  body  as  a  finding 
of  the  value  of  said  property  for  rate  fixing  or  any  purpose  other 
than  the  transfer  herein  authorized. 

3.  The  parties  to  the  application  shall,  by  agreement  supplemental 
to  their  agreement  entitled  ** Contract  and  Guaranty,"  placed  in  evi- 
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ence  as  applicants'  Exhibit  No.  1  herein,  extend  until  July  1,  1929, 
the  period  during  which  said  Smith  shall  guarantee  the  sufficiency  and 
adequacy  of  tlie  pipes  in  said  water  system  lying  in  Normandie  avenue 
and  in  streets  west  of  Normandie  avenue  in  said  tract  No.  3002, 
referred  to  in  said  contract  and  guaranty,  and  concerning  which  he 
agrees  to  indemnify  said  Miller.  Said  Exhibit  No.  1  and  said  supple- 
mental agreement  herein  referred  to  both  to  be  secured  by  good  and 
sufficient  bond  of  some  reputable  bonding  company  in  the  principal 
sum  of  not  less  than  $5,000,  said  supplemental  agreement  and  bond 
to  be  filed  with  the  Commission  for  approval  within  twenty  days  from 
date  hereof. 

4.  Applicant,  Miller,  shall  file  with  this  Commission,  within  twenty 
days  after  the  date  thereof,  a  certified  copy  of  the  instrument  of  con- 
veyance hereinabove  authorized. 

5.  Within  ten  days  after  the  execution  of  said  conveyance,  Dr.  C. 
Edgar  Smith  shall  relinquish  possession  of  said  plant  and  property 
and  shall  file  with  the  Commission  a  certified  statement  setting  forth 
the  date  on  which  such  possession  was  actually  relinquished. 

6.  Said  proposed  transfer  herein  referred  to  shall  not  become  effect- 
ive until  the  Commission  has  approved  said  supplemental  agreement 
and  indemnity  bond  by  supplemental  order  herein. 

Dated  at  San  Francisco,  California,  this  nineteenth  day  of  Septem- 
ber, 1921. 

Decision  No.  9538. 

IN  THE  MATTER  OF  THE  APPLICATION  Or  CALIFORNIA  SOUTHERN 
RAILROAD  COMPANY,  A  CORPORATION,  FOR  LEAVE  TO  LEASE 
RAILROAD  UNDER  SECTION  FIFTY-ONE  OF  PUBLIC  UTILITIES 
ACT. 


.  Application  No.  7148. 
Decided  September  22,  1921. 


Railroad  Utility — Transfer — Autuorization  of  Commission  Necessary  in 
Case  of  Intrastate  Road.— Under  section  51  of  the  California  Public 
Utilities  Act  a  transfer  of  control  of  one  railroad  to  another  operating?  within 
this  state,  is  unlawful  unless  approved  by  the  State  Commission. 

Ward  Chapman^  for  Applicant. 

Piatt  Kenty  for  The  Atchison,  Topeka  and  Santa  Fe  Railway  Company. 

LoVELAND,  Commissioner, 

OPINION. 

California  Southern  Railroad  CompaDy,  hereinafter  referred  to  as 
the  California  Southern,  asks  this  Commission's  authority  and  approval 
for  the  making  of  a  lease  of  its  railroad  to  the  Atchison,  Topeka  and 
Santa  Fe  Railway  Company,  hereinafter  referred  to  as  the  Santa  Fe. 
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Under  the  terms  of  the  proposed  lease  the  Santa  Fe  will  acquire 
control  of  tlie  California  Southern  and  undertakes  to  operate  that 
railroad  as,  practically,  a  branch  Hue  of  its  system. 

The  Santa  Fe  joins  in  this  application. 

The  reasons  for  the  proposed  change  of  control  are  set  forth  in  the 
application.  It  is  alleged  that  for  several  months  past  the  California 
Southern  has  been  operated  under  adverse  conditions  on  account  of 
business  depression  and  other  circumstances  that  have  reduced  its 
revenues  and  that  large  sums  will  have  to  be  spent  in  the  near  future 
in  maintenance  and  betterments.  The  California  Southern,  it  is  alleged, 
finds  itself  unable  to  raise  the  necessary  funds  for  the  making  of  such 
betterments.  The  road,  as  at  prest»nt  operated,  leases  the  bulk  of  its 
equipment  from  the  Santa  Fe  and  the  rental  charges  absorb  a  large 
part  of  the  revenues.  There  appears  to  be  no  prospect  of  the  California 
Southern  being  put  in  a  position  where  it  can  acquire  and  operate  it5 
own  equipment. 

It  further  appears  that  for  several  years  past  the  Santa  Fe  Land 
Improvement  Company,  hereinafter  referred  to  as  tbe  Land  Company, 
a  corporation  allied  with  and  controlled  by  the  Santa  Fe,  has  had  an 
option  through  J.  M.  Neeland,  applicant's  president  and  principal 
stockholder,  for  the  purchase  of  all  of  the  outstanding  bonds  and  stock 
of  the  California  Southern  and  that  in  ]\Iay  of  1921  the  Land  Com- 
pany, at  the  instance  of  Mr.  Neeland,  elected  to  exercise  its  option  to 
take  over  all  of  the  securities  of  the  California  Southern.  It  appears, 
however,  that  the  Land  Company  was  willing  to  exercise  this  option 
only  on  condition  that  the  California  Southern  should  be  leased  to  the 
Santa  Fe. 

A  contract  was  accordingly  entered  into  between  J.  M.  Neeland  and 
the  Land  Company,  whereby  provision  was  made  for  the  taking  over 
of  all  of  the  bonds  and  stock  of  the  California  Southern  and  trans- 
ferring the  operation  of  the  road  to  the  Santa  Fe  under  a  lease  agree- 
ment which  imposed  upon  the  Santa  Fe  the  obligation  of  maintaining 
and  operating  the  railroad.  Copies  of  the  proposed  lease  and  of  the 
contract  between  J.  M.  Neeland  and  the  Land  Company  are  on  file 
with  this  Commission  as  exhibits  in  this  proceeding. 

During  the  hearing  of  this  application  in  San  Francisco,  attention 
was  called  to  the  fact  that  the  transfer  of  control  of  this  railroad  is 
apparently  to  be  effected  not  by  the  proposed  lease  alone  but  by  two 
instruments,  the  lease  and  the  Neeland  contract  together.  The  Nee- 
land contract  provides  that,  in  addition  to  his  obligation  to  deliver  all 
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of  fhe  capital  stock  and  bonds  of  the  California  Southern,  Mr.  Neeland 
undertakes  to  sell  and  to  deliver — 

The  said  California  Southern  Railroad  and  its  property,  real  and  personal,  of  all 
kinds,  free  and  clear  of  indebtedness,  excepting  the  indebtedness  represented  by  the 
outstanding  amount  of  mortgage  bonds  and  capital  stock  iissued  as  set  forth  in 
paragraph  A.  of  this  section  numbered  2. 

It  was  suggested  that,  in  order  to  avoid  delay  in  the  rendering  of  a 
decision,  applicant  might  wish  to  amend  its  application,  asking  for 
approval  of  the  Neeland  contract  as  well  as  the  lease.  Applicant's 
attorney,  Mr.  Ward  Chapman,  also  took  this  view  and  stated  (Tran- 
script page  19) : 

I  was  going  to  say  I  think  the  ideas  expressed  here  are  very  pertinent,  and  if 
tlie  Commission  will  permit  mc  I  would  like  to  propose  an  amendment  which  shall 
recite  that  the  contract  and  the  lease  are  concurrent  instruments  and  really  a  part 
of  one  transaction,  and  so  allied  that  the  approval  of  both  \»  necessary,  and  I  would 
then  change  the  prayer  of  my  petition  in  requesting  the  order  of  approving  the 
transaction  as  a  whole  which  comprises  the  lease  and  the  contract  for  the  Whole 
of  the  control  of  all  of  the  stock  and  bonds  as  a  part  of  one  transaction. 

The  appli<»tion  may,  therefore,  be  considered  as  amended  according 
to  the  statement  just  quoted. 

This  matter  first  came  to  the  Commission's  attention  through  action 
of  the  Interstate  Commerce  Commission.  That  commission,  pursuant 
to  the  provision  of  paragraph  19,  section  1,  of  the  Interstate  Commerce 
Act,  notified  the  Governor  of  this  state  that  application  had  been  received 
from  the  Santa  Fe  for  approval  and  authorization  of  acquisition  of  con- 
trol of  the  California  Southern  in  the  counties  of  San  Bernardino  and 
Riverside  in  the  State  of  California.  The  Governor,  as  is  the  practice 
in  such  cases,  referred  the  matter  to  this  Commission.  A  copy  of  the 
Santa  Fe's  application  was  filed  with  the  Interstate  Commerce  Com* 
mission's  notification.  This  Commission  was  asked  to  file  within  ten 
days  such  representations  or  request  for  formal  hearing  as  the  stAte 
authorities  might  wish  to  make.  This  Commission  thereupon  wired  its 
protest  to  the  Interstate  Commerce  Commission  against  the  ex  parte 
granting  of  the  application  and  took  the  position  that,  under  section 
51  of  the  California  Public  Utilities  Act  a  transfer  of  control  of  one 
railroad  to  another  operating  within  this  state  is  unlawful  unless 
approved  by  this  Commission.  No  application  for  permission  to  make 
tbe.  proposed  transfer  was  before  this  Commission  either  from  the 
California  Southern  or  the  Santa  Pe.  The  Interstate  Commerce  Com- 
mission, upon  such  representation  from  this  Commission,  notified  us 
that  the  case  would  be  held  open  for  a  reasonable  time  and  that  further 
consideration  to  this  matter  would  be  given  by  the  Interstate  Com- 
merce Commission. 
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In  the  application  before  us,  the  applicant  now  prays  that  the  pro- 
test of  this  Commission  against  the  approval  of  the  proposed  lease  by 
the  Interstate  Commerce  Commission  be  withdrawn. 

This  Commission  is  familiar  with  the  history  of  this  railroad  and 
aware  of  the  best  interests  of  the  territory  it  serves.  I  am  satisfied  that 
the  proposed  transfer  of  control  and  the  operation  of  the  road  by  the 
Santa  Pe,  as  proposed  under  the  lease,  will  be  to  the  best  interests  of 
all  concerned  and  will  be  of  benefit  to  the  Palo  Verde  Valley,  a  com- 
munity which  is  rapidly  growing  in  importance  and  which  is  vitally 
dependent  upon  good  railroad  transportation  facilities.  It  appears 
to  me,  and  this  view  coincides  with  the  view  expressed  by  this  Com- 
mission's engineering  department,  that  the  operation  of  the  road  by  the 
Santa  Fe  will  result  in  material  operating  economies  and  should  result 
in  a  better  and  more  dependable  service  than  is  now  given.  The  testi- 
mony shows  that  the  proposed  transfer  will  have  no  adverse  effect  upon 
freight  and  passenger  rates  which  were  recently  fixed  for  this  road  by 
order  of  this  Commission. 

In  view  of  these  facts,  it  is  my  recommendation  that  this  application 
be  granted  and  I  submit  the  following  form  of  order : 

ORDER. 

California  Southern  Railroad  Company  having  made  application  to 
this  Commission  for  an  order  granting  permission  for  the  making  of 
a  proposed  lease  to  the  Atchison,  Topeka  and  Santa  Fe  Railway  Com- 
pany, and  for  an  order  authorizing  the  carrying  out  of  a  contract  made 
between  J.  M.  Neeland  and  the  Santa  Fe  Land  Improvement  Company, 
which  lease  and  contract  are  applicant's  Exhibits  2  and  3  and  are 
hereby  referred  to  and  made  a  part  of  this  opinion  and  order,  and  it 
appearing  to  the  Commission  that  the  proposed  transfer  of  control 
under  the  instruments  referred  to  is  just  and  reasonable  and  to  the 
best  interest  of  all  concerned; 

It  is  hereby  ardered,  that  the  application  of  California  Southern 
Railroad  Company,  as  joined  in  by  the  Atchison,  Topeka  and  Santa 
Fe  Railway  Company,  be  and  the  same  is  hereby  granted  under  th« 
following  condition: 

Applicant  shall  file  with  the  Commission  within  thirty  (30)  days 
from  the  date  of  this  order  duly  executed  copies,  in  their  final  form,  of 
(a)  the  proposed  lease  referred  to  above;  and  (b)  of  the  contract  also 
referred  to  above  between  J.  M.  Neeland  and  the  Santa  Fe  Land 
Improvement  Company. 
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The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-second  day  of  Sep- 
tember, 1921. 

Decision  No.  9539. 

WALTER  G.  BISENMEYER.  HORACE  E.  SMITH,  ARTHUR  P.  BOND, 
JAMES  H.  SHULTZ,  THOMAS  M.  BULEY,  SIDNEY  K.  JOHNSON, 
HOLTHY  R.  MYERS,  J.  B.  YARNELL,  VERNE  M.  OSBORNE,  FRANK 
E.  BAKER,  CHARLES  W.  HILL,  COL.  WILLIAM  STOVER,  AND  J.  D. 
MINSTER 

VS. 

LOS    ANGELES    AND    MOUNT    WASHINGTON    RAILWAY    COMPANY,    A 

CORPORATION. 


Case  No.  1619. 
Decided  September  23,  1921. 


Railway  Service — Resumption  of — Jurisdiction. — It  is  held  that  the  Com- 
mission has  no  jurisdiction  to  order  a  railroad,  under  control  of  a  municipality, 
to  resume  service. 

Sidney  J,  Panons,  for  Complainant. 
Woodruff  and  Shoemaker,  for  Defendant. 
Jesa  E,  Stephens,  for  City  of  Los  Angeles. 
Henry  Z.  Oshome,  Jr.,  for  City  of  IjOs  Angeles. 

Bbnidict,  CommUaioner, 

OPINION. 

The  complainants  ask,  on  behalf  of  themselves  and  certain  property 
owners  and  residents  of  Mount  Washington,  in  thecity  of  Los  Angeles, 
that  the  Commission  make  an  order  requiring  the  Los  Angeles  and 
Mount  Washington  Railway  Company,  the  defendants  herein,  to 
resume  operation  of  its  railroad,  and  to  put  the  property  in  such  con- 
dition that  a  safe  and  convenient  service  can  be  given. 

The  defendant  in  its  answer  alleges  that  the  railroad  has  not  been 
operated  for  more  than  two  years  and  that  discontinuance  of  operation 
was  ordered  by  the  board  of  public  utilities  of  the  city  of  Los  Angeles 
on  or  about  January  9,  1919.  Other  reasons  why  the  Commission 
should  not  make  an  order  as  prayed  for  by  complainants  were  also 
given  by  defendant. 

It  is  apparent  that,  under  section  23  of  article  XII  of  the  constitu- 
informally  before  the  Commission  since  September,  1920,  and  that  all 
informal  means  to  assist  the  complainants  have  been  exhausted.  The 
issue  of  the  Commission's  jurisdiction  was  raised  when  the  present 
formal  complaint  was  brought  and  this  matter  was  set  down  therefore 
for  a  hearing  on  the  question  of  jurisdiction.   I  am  satisfied,  after  care- 
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ful  comfiideratton,  that  this  Commission  has  no  jurisdiction  in  the  pres- 
ent complaint,  since  the  defendant  railroad  is  under  the  complete  con- 
trol of  the  city  of  Los  Angeles  so  far  as  the  matter  of  service  is  oon- 
cerned. 

It  is  apparent  that,  under  section  23  of  article  XII  of  the  constitu- 
tional provisions  (amendment  adopted  November  3,  1914),  an  order 
requiring  resumption  of  service  on  this  railway  falls  \iithin  those 
powers  of  the  municipality  which  the  city  of  Los  Angeles  has  not  seen 
fit  to  transfer  to  this  Commission  under  the  provisions  of  this  section. 

It  was  agreed  by  both  parties  that  this  complaint  should  be  referred 
by  the  Commission  to  the  board  of  public  utilities  of  the  city  of  Los 
Angeles  for  such  action  as  the  board  might  see  fit  to  take  and  I  sug- 
gest that  this  be  done. 

I  recommend  that  the  complaint  be  dismissed  without  prejudice. 

ORDER. 

It  appearing  to  the  Commission  that  the  above  entitled  proceeding 
is  not  within  the  jurisdiction  of  the  Railroad  Commission  of  the  State 
of  California  for  reasons  set  forth  in  the  preceding  opinion,  and  that 
the  complaint  should  be  dismissed ; 

It  is  hereby  ordered,  that  said  proceeding  be  and  the  same  is  hereby 
dismissed  without  prejudice. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Sep- 
tember, 1921. 

Decision  No.  9540, 

IN  THK  MATTER  OF  THE  APPLICATION  OP  F.  IIANCHKTT  ANI>  N. 
LOCICERO,  INDIVIDUAL  OPERATORS  OF  AUTO  STAGES  BETWEEN 
SAN  FRANCISCO  AND  SAN  JOSE  AND  INTERMEDIATE  POINTS 
UNDER  THE  FICTITIOUS  NAME  AND  STYLE  OP  PACIFIC  AUTO 
STAGE  COMPANY,  FOR  AN  ORDER  UNDER  RULE  ELEVEN,  GEN- 
ERAL ORDER  Flt^TY-ONE,  TO  ESTABLISH  CERTAIN  PARES. 


Application  No.  6938. 
Decided  September  23,  1921. 

Auto  Stages — Obligation b  of  Common  Cabbieb. — The  Commission  will  not  sanc- 
tion the  practice  of  discriminating  against  short-haul  or  other  unprofitable 
business  by  a  utility  that  has  assumed  the  obligations  of  a  common  carrier. 
A  higher  local  rate  designed  to  deflect  this  business  will  not  be  approved  and 
the  carrier  must  accept  passengers  at  the  authorized  tariff. 

Harry  A.  Encell,  for  Applicants. 

J,  E,  McVurdy,  for  Peninsular  Rapid  Transit  Company,  Protestants. 

Bt  the  Commission. 
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OPINION. 

F.  Hanchett  and  N.  Locieero,  individual  operators  under  the  ficti- 
tious name  and  style  of  Paeitic  Auto  Stage  Company,  operating  pas- 
senger stage  lines  between  San  Francisco  and  San  Jose  and  inter- 
mediate points,  have  petitioned  the  Railroad  Commission  by  an  appli- 
cation made  under  the  provisions  of  Rule  11  of  the  Commission's  Gen- 
eral Order  No.  51,  for  authority  to  adjust  their  rate  schedules  in  accord- 
ance with  a  schedule  of  rates  showTi  as  Exhibit  **D"  as  attached  to 
and  forming  a  part  of  the  application  in  this  proceeding.  The  sched- 
ule proposed  is  alleged  to  be  the  same  as  that  of  the  Peninsular  Rapid 
Transit  Company,  a  corporation,  operating  automobile  passenger  serv- 
ice between  San  Francisco  and  San  Jose  and  intermediate  points  over 
the  same  route  as  that  of  the  applicants  herein. 

A  public  hearing  on  this  application  w^as  conducted  by  Examiner 
Ilandford  at  San  Francisco,  the  matter  was  duly  submitted  and  is  now 
ready  for  decision. 

The  operative  rights  of  F.  Hanchett  and  N.  Locicero,  applicants  in 
this  proceeding,  were  established  by  virtue  of  the  fact  that  they  were 
each  operating  prior  to  May  1,  1917,  the  date  referred  to  in  the  auto 
stage  and  motor  transportation  law,  chapter  213,  of  the  Statutes  of 
1917,  as  that  upon  which  operators  then  operating  in  good  faith  were 
not  required  to  secure  certificates  from  the  Railroad  Commission  nor 
local  permits. 

In  the  tariffs  filed  by  the  applicants,  rates  were  established  between 
San  Francisco,  Burlingame,  San  Mat(*o,  Belmont,  Redwood  City,  Menlo 
Park,  Palo  Alto,  Mayfield,  Afoinitain  View,  Sunnyvale,  Santa  Clara, 
and  San  Jose. 

Exhibit  '*A,*'  attached  to  and  made  a  part  of  the  application  in  this 
proceeding,  is  a  statement  of  operating  revenues  and  expenses  cover- 
ing a  period,  September  30  to  December  31,  1920,  inclusive,  and  shows 
that  the  operating  expenses  and  fixed  charges  amounted  to  $37,130.57 
and  that  the  operating  revenue  was  $30,425.15,  making  an  alleged 
deficit  of  $6,705.42  for  the  three  months'  period.  However,  there  was 
set  up  in  the  operating  expenses  an  amount  for  interest  on  investment 
of  $1,338.75  which  is  not  properly  chargeable  to  operating  expenses. 
A  depreciation  of  40  per  cent  on  equipment  is  also  shown  in  Exhibit 
**A,"  which  is  excessive,  but  eliminating  these  items  entirely,  the 
exhibits  show  that  these  operators  are  not  earning  a  fair  return  on 
$55,350,  the  estimated  value  of  their  property  used  and  useful  in  the 
public  service. 

In  Exhibit  *'D,"  referred  to  above,  which  was  a  statement  of  pro- 
posed rates  and  fares,  was  shown  proposed  fares  between  San  Fran- 
cisco and  San  Mateo  and  Burlingame  as  25  cents.    In  article  6,  page 
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3  of  the  application  applicants  stated  they  desired  to  charge  between 
San  Francisco  and  Burlingame  and  San  Mateo  40  cents. 

The  applicants  request  permission  to  adopt  the  rates  of  their  com- 
petitor, Peninsular  Rapid  Transit  Company,  with  the  exception  that 
instead  of  the  25-cent  rate  now  applying  over  the  Peninsular  Rapid 
Transit  Company's  line  between  San  Francisco  and  Burlingame  and 
San  Mateo,  the  applicants  desire  to  charge  40  cents. 

Mr.  F.  Hanchett,  one  of  the  applicants,  testified  in  substance  that 
the  40-cent  rate  was  desired  to  discourage  as  much  as  possible  the  use 
of  their  line  by  the  public  on  short  hauls,  and  that  such  rate  should  be 
permitted  in  that  their  competitor,  the  Peninsular  Rapid  Transit  Com- 
pany, was  equipped  to  satisfactorily  handle  the  short  haul  business 
between  San  Francisco  and  Burlingame  and  San  Mateo.  The  Market 
Street  Railway  also  operates  between  these  points  and  is  also  equipped 
to  handle  more  traffic  than  at  present  offers  and  has  ample  facil- 
ities to  increase  service  should  the  public  demand.  Witness  claims  to 
have  handled  all  this  traffic  that  has  offered  for  movement  and  that  his 
instructions  to  his  ticket  agents  and  drivers  are  that  such  traffic  must 
be  handled  when  offered.  Evidence  is  before  the  Commission  in  this 
proceeding  as  to  complaints  which  have  been  made,  supported  by  affi- 
davits, that  intending  passengers  offering  at  San  Francisco  for  San 
Mateo  or  Burlingame  have  been  refused  passage  and  have  been  directed 
to  the  stages  of  the  Peninsular  Rapid  Transit  Company.  Inquiry  by 
a  Commission  inspector  was  met  with  the  same  response  and  passage 
was  refused  to  either  San  Mateo  or  Burlingame.  It  should  be  obvious 
that  the  Commission  will  not  permit  a  continuation  of  the  practice 
heretofore  resorted  to  by  the  applicants  herein.  They  have  assumed 
the  obligations  of  a  common  carrier  and  have  held  themselves  out  to  the 
public  as  to  the  service  they  propose  to  perform  by  the  filing  of  their 
tariffs  and  time  schedules  as  required  by  the  statutory  law  and  the 
regulations  of  the  Commission.  Having  done  so,  they  will  be  required 
to  accept  the  obligation  thereby  voluntarily  assumed  and  give  service  to 
any  and  all  who  apply  for  same  and  to  any  and  all  points  specified  in 
their  tariffs  and  time  schedules.  The  Commission  will  not  authorize 
any  discrimination  in  such  regard  nor  the  unloading  of  such  short 
haul,  and  possibly  unprofitable  business,  on  a  competing  line,  either 
by  railroad,  electric  railway  or  stag^,  or  by  refusal  to  cany  |»assengers 
offering.  The  proposed  increase  in  fare  between  San  Francisco  and 
Burlingame-San  Mateo  from  25  cents  to  40  cents  would  readily  accom- 
plish the  result  which  applicants  are  seeking,  as  with  the  fare  of  the 
competing  stage  line  and  the  electric  railway  at  the  lower  rate,  intend- 
ing passengers  would  naturally  select  the  method  of  transportation 
offering  the  lower  fare.     The  rates  of  the  applicant  should  be  on  a 
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parity  with  their  competitor,  the  Peninsular  Rapid  Transit  Company, 
and  not  only  to  certain  selected  points  desired  by  applicants,  but  to 
all  points,  and  the  service  advertised  by  tariffs  and  time  schedules  as 
filed  with  the  Railroad  Commission  will  and  must  hereafter  be  avail- 
able to  all  prospective  passengers  without  discrimination  as  to  whether 
the  intending  passenger  desires  transportation  between  San  Francisco 
and  San  Jose  or  to  any  intermediate  point  on  the  route.  There  will 
be  no  discrimination  sanctioned  by  this  Commission  as  applied  for  in 
the  proposed  rate  schedule  as  affecting  business  between  San  Francisco 
and  Burlingame-San  Mateo,  and  if  further  instances  of  complaint  are 
brought  to  the  attention  of  the  Commission  regarding  applicants  refus- 
ing to  accept  proferred  patronage  between  these  points,  the  matter  is 
one  that  will  receive  the  attention  of  the  Commission  by  the  institution 
of  a  proceeding  on  its  own  initiative  to  investigate  any  future  allied 
discrimination. 

Prom  the  evidence  in  this  proceeding  it  appears  that  applicants  are 
in  need  of  relief,  but  as  we  are  of  the  opinion  that  where  two  lines  are 
operating  over  the  same  route  and  under  like  circumstances  and  con- 
ditions, that  the  rates  should  be  uniform,  we  therefore  will  authorize 
applicants  herein  to  establish  the  same  rates  between  points  shown  on 
tariffs  on  file  with  this  Commission  as  are  provided  in  the  tariff  of  the 
Peninsular  Rapid  Transit  Company  and  as  on  file  with  the  Commission. 

ORDER. 

A  public  hearing  having  been  held  in  the  above  entitled  proceeding, 
the  matter  having  been  duly  submitted  and  the  Commission  being 
fully  advised ; 

It  is  hereby  ordered,  that  F.  Hanchett  and  N.  Locicero,  individual 
operators  under  the  fictitious  name  and  style  of  Pacific  Auto  Stage 
Company,  be  and  they  hereby  are  authorized  to  publish  on  five  days* 
notice  the  schedule  of  rates  covering  one-way  fares  as  set  forth  in 
Exhibit  **D"  attached  to  and  forming  a  part  of  the  application  in 
this  proceeding. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Sep- 
tember, 1921. 
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Decision  No.  9541. 

JUDSON  MANUFACTURING  COMPANY 

V8. 

SOUTHERN  PACIFIC  COMPANY. 

Case  No.  1551. 
Decided  September  23,  1921. 

A.  LuriBOfif  for  Complainant. 

C  W.  DurhroWf  Elmer  Westlake  and  Frank  B.  AuHtin,  for  Defendant. 

Bt  the  Commission.  ^ 

OPINION   ON   APPLICATION   FOR  REHEARING. 

On  August  30,  1921,  the  Southern  Pacific  Company,  defendant  in 
this  proceeding,  filed  with  the  Railroad  Commission  a  petition  for  a 
rehearing  on  Decision  No.  9131,  Case  No.  1551,  issue  June  21,  1921. 

This  proceeding  involved  the  switching  charges  of  the  Southern 
Pacific  Company  for  moving  carload  shipments  of  ingots  and  other 
steel  articles  between  points  within  complainant's  plant  located  at 
Emeryville.  Complainant  alleged  charges  assessed  to  be  unjust, 
unreasonable,  discriminatory  and  prejudicial  and,  therefore,  in  viola- 
tion of  the  Public  Utilities  Act,  and  asked  reparation  upon  the  ship- 
ments moved  between  July  and  December,  1917.  No  rate  for  the  future 
was  involved. 

The  Commission  found  the  charge  of  25  cents  per  ton,  with  a  mini- 
mum of  $5  per  car,  assessed  by  defendant  and  complained  of  by  com- 
plainant, excessive  and  unreasonable.  Tlie  Commission  found  further 
that  $3  per  car  would  be  a  just  and  reasonable  rate  for  the  sei-vice 
when  performed  in  1917  and  ordered  reparation,  with  interest  at  seven 
per  cent  (7%)  per  annum  from  date  of  collection. 

Petitioner  presents  four  reasons  why  a  rehearing  should  be  granted, 
but  it  will  not  be  necessary  to  deal  with  the  contentions  seriatim,  the 
main  objection  being  that  the  evidence  does  not  justify  the  finding  that 
defendant  performs  at  other  stations  a  large  amount  of  switching 
service  at  rates  voluntarily  established  lower  than  the  claimed  average 
daily  earning  capacity  of  a  car;  that  the  $2.50  per  car  switching 
charge  used  as  a  comparison  is  not  a  proper  comparison;  that  the 
service  performed  for  complainant  is  not  essentially  different  from  that 
performed  at  different  points  in  the  EmeryArille  district;  and  that  the 
switching  service  performed  for  complainant  at  Emeryville  differs  sub- 
stantially from  the  switching  service  performed  at  Richmond. 

The  matters  referred  to  by  defendant  in  its  application  have  received 
our  consideration  and  we  see  no  reason  why  the  opinion  and  order 
should  be  vacated  and  set  aside  as  requested  by  defendant. 
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In  the  light  of  the  whole  record,  which  has  been  carefully  reviewed 
and  reconsidered,  we  adhere  to  our  original  conclusion  as  to  the 
excessiveness  and  unreasonableness  of  the  charges  complained  of. 

We  see  no  merit  in  the  application  for  rehearing. 

ORDER    DENYrNG   APPLICATION    FOR   REHEARING. 

The  defendant  having,  on  August  30,  1921,  filed  an  application  for 
rehearing  herein,  the  Commission  having  reviewed  and  reconsidered  the 
matters  referred  to,  and  being  of  the  opinion  that  there  is  no  merit 
in  applicant's  contention, 

It  is  hereby  ordered,  that  application  for  a  rehearing  be  and  tlie 
same  is  hereby, denied. 

Dated  at  Sau  Francisco,  California,  this  twenty-third  day  of  Sep- 
tember, 1921. 


Decision  No.  9542. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  SAN  DIEGO  CONSOLI- 
DATED GA8  AND  ELECTRIC  COMPANY  FOR  AN  ORDER 
AUTHORIZING  IT  TO  CREATE  A  BONDED  INDEBTEDNESS  IN 
THE  AUTHORIZED  SUM  OF  FIFTY  MILLION  DOLLARS,  TO  ENT*]R 
INTO  A  MORTGAGE  OR  DEED  OF  TRUST  FOR  THE  PURPOSE  OF 
SECURING  THE  SAME,  TO  ISSUE  AND  SELL  BONDS  OF  SAID 
INDEBTEDNESS,  WHEN  CREATED,  OF  THE  PAR  VALUE  OF  TWO 
MILLION  SEVEN  HUNDRED  FIE'TY  THOUSAND  DOLLARS.  AND 
TO  ISSUE  AND  SELL  PREFERRED  STO(  K  OF  THE  PAR  VALUE 
OF  THREE  HUNDRED  TWENTY-FIVE  THOUSAND  DOLLARS;  AND, 
FURTHER, 

IN  THE  MAl^TER  OF  THE  APPLICATION  OF  SAN  DIEGO  GAS  AND 
ELECTRIC  COMPANY  TO  KSSITE  ST0(^K  OF  THE  PAR  VALUE  OF 
THREE  HUNDRED  DOLLARS  AND  TO  EXECUTE  THE  ABOVE 
MENTIONED  MORTGAGE  OR  DEED  OF  TTIUST  JOINTLY  WITH 
SAN  DIEGO  CONSOLIDATED  (iAS  AND  ELECTRIC  COMPANY,  AND 
TO  EXECUTE  A  LEASE  OF  ALL  ITS  PROPERTY  TO  SAN  DIE(50 
CONSOLIDATED  GAS  AND  ELECTRIC  COMPANY. 

Application  No.  6744. 
Decided  September  23,  1921. 

By  the  Commission. 

THIRD  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission  by  Decision  No.  8956,  dated  May 
9,  1921,  as  amended,  authorized  San  Diego  Consolidated  Gas  and 
Electric  Company,  among  other  things,  to  issue  and  sell  at  not  less 
than  81  per  cent  of  their  face  value,  plus  accrued  interest,  $2,750,000 
of  its  first  and  refunding  mortgage  bonds,  subject,  among  others,  to 
the  condition  that  the  proceeds  from  the  sale  of  such  bonds  be  expended 
only  as  authorized  by  the  Railroad  Commission;  and, 
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Whereas,  the  Railroad  Commission  has  heretofore  authorized  San 
Diego  Consolidated  Gas  and  Electric  Company  to  expend  $1,831,805.51 
of  the  proceeds  obtained  from  the  sale  of  the  bonds;  and 

Whereas,  San  Diego  Consolidated  Gas  and  Electric  Company  in 
the  third  and  fourth  supplemental  applications  filed  in  the  above 
entitled  matter  reports  that  during  July  and  August  it  expended  for 
additions  and  betterments  the  sum  of  $182,804.20  and  that  it  intends 
to  finance  $154,160.04  of  this  expenditure  through  the  withdrawal  of 
funds  obtained  from  the  sale  of  bonds  issued  under  the  authority 
granted  in  Decision  No.  8956;  and 

Whereas,  San  Diego  Consolidated  Gas  and  Electric  Company  asks 
permission  to  use  $154,160.04  of  the  proceeds  for  said  purpose  and  the 
Commission  being  of  the  opinion  that  the  company's  request  should  be 
granted;  now,  therefore. 

It  is  hereby  ordered,  that  San  Diego  Consolidated  Gas  and  Electric 
Company  may  use  not  exceeding  $154,160.04  of  the  proceeds  obtained 
from  the  sale  of  bonds,  the  issue  of  which  was  authorized  by  Decision 
No.  8956,  dated  May  9,  1921,  as  amended,  to  finance  construction 
expenditures  not  otherwise  capitalized  and  made  by  San  Diego  Con- 
solidated Gas  and  Electric  Company  during  July  and  August.  1921, 
all  as  more  particularly  set  forth  in  the  company's  third  and  fourth 
supplemental  petitions  filed  in  this  proceeding. 

It  is  hereby  furtJier  ordered,  that  the  order  in  Decision  No.  8956, 
dated  May  9,  1921,  as  amended,  shall  remain  in  full  force  and  effect, 
except  as  modified  by  this  third  supplemental  order. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Sep- 
tember, 1921. 


Decision  No.  9543. 

KICIIMOND  CHAMBER  OF  COMMERCE 

VS, 

AT€HISON,  TOPEKA  AND  SANTA  FE  RAILWAY  COMPANY. 

Case  No.  1532. 
Decided  September  23,  1921. 

Railboad   Rates — No   Baggage   Pbivilege   Fabe. — ^Tbe    AtchisoD,  Topeka    and 

Santa  Fe  Railway  Company  is  ordered   to  restore  no  baggage  fare  between 

San    Francisco    and    Ferry   Point    and    Richmond   avenue,   and  between    San 
Francisco  and   MacDonald  avenue,  Richmond. 
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Tbain  SicBViCE — Stopping  of  Trains — Siieltkr  Station. — The  compauy  is 
directed  to  stop  trains  at  the  points  mentioned  an<l  to  provide  suitable  shelter 
station  facilities  at  Richmond  avenue. 

D,  I.  Hall  and  TF.  J.  Wallace,  for  Complainant. 
PUit  Kent,  for  Defendant. 

LovELAND,  OommUsioner. 

OPINION. 

This  complaint,  filed  by  the  Richmond  Chamber  of  Commerce  of 
Richmond,  California,  hereinafter  referred  to  as  complainant,  against 
the  Atchison,  Topeka  and  Santa  Pe  Railway  Company,  hereinafter 
called  the  Santa  Fe,  alleges  that  the  one-way  passenger  fare  of  65  cents 
between  San  Francisco  and  MacDonald  avenue  station  in  the  city  of 
Richmond,  and  the  one-way  fare  of  54  cents  between  Ferry  Point  in 
the  city  of  Richmond  and  San  Francisco,  are  illegal,  unjust  and 
excessive.    The  fares  named  in  the  complaint  include  war  tax. 

The  fare  between  San  Francisco  and  Richmond  (MacDonald  ave- 
nue) is  60  cents  and  between  Ferry  Point  and  San  Francisco  is  50 
cents.  The  complaint  further  alleges  that  the  defendant,  Santa  Fe, 
on  or  about  August  18,  1918,  removed  its  passenger  station  from  Rich- 
mond avenue  in  the  city  of  Richmond  and  since  that  time  has  failed  to 
maintain  a  passenger  station  or  to  stop  its  trains  to  receive  or  dis- 
charge passengers  at  that  point  and  that  the  removal  of  the  Richmond 
avenue  station  and  the  discontinuance  of  stopping  trains  at  Richmond 
avenue  were  without  order  or  permission  or  authority  and  that  such 
discontinuance  of  station  facilities  and  the  stopping  of  trains  thereat 
have  been  a  great  inconvenience  to  a  large  number  of  the  residents 
of  the  city  of  Richmond.  Complainant  asks  that  the  Santa  Fe  be 
required  to  restore  the  passenger  fares  between  San  Francisco,  and 
Perry  Point,  Richmond  avenue,  and  MacDonald  avenue,  all  in  the 
city  of  Richmond,  California,  based  on  the  rates  in  effect  prior  to 
federal  control,  and  to  restore  its  passenger  station  at  Richmond  ave- 
nue in  the  city  of  Richmond. 

Prior  to  federal  control  of  the  railroads  the  passenger  fare  between 
San  Francisco,  and  Richmond  avenue  and  Ferry  Point,  in  the  city 
of  Richmond,  was  25  cents.  The  fare  between  San  Francisco  and 
Richmond  (MacDonald  avenue)  was  originally  30  cents;  later  increased 
to  50  cents,  and  on  August  26,  1920,  to  60  cents.  The  rates  of  25 
cents  and  30  cents  between  San  Francisco,  and  Richmond  avenue  and 
MacDonald  avenue,  in  the  city  of  Richmond,  did  not  include  the  privi- 
lege of  checking  baggage.  During  federal  control  the  Santa  Pe  ter^ 
minal  was  diverted  from  Perry  Point  and  the  Santa  Pe  passenger 
traflBc  moved  via  Oakland  Pier  of  the  Southern  Pacific.  Simul- 
taneously with  the  Santa  Fe  fares  named  the  Southern  Pacific  Com- 
pany and  the  San  Francisco-Oakland  Terminal  Railways  (Key  Route) 
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maintained  a  25-cent  rate  (without  baggage  privilege)  between  Rich- 
mond and  San  Francisco.  By  General  Order  No.  28  of  the  Director 
General  of  Railroads  this  changed  the  rate  to  28  cents  and,  by  this 
Commission's  Decision  No.  7983,  which  authorized  state  rates  to  be 
increased  in  harmony  with  Interstate  Commerce  Commissicm's  Ex 
parte  74,  it  was  increased  to  34  cents. 

Subsequent  to  relinquishment  of  federal  control  of  railroads  the 
Santa  Fe  discontinued  service  via  the  Southern  Pacific  Company's 
Oakland  pier  and  resumed  service  via  Ferry  Point  with  their  own 
boats.  However,  after  the  Santa  Fe  resumed  operations  via  its  own 
line  it  did  not  restore  the  **No  baggage  privilege  fare"  between  San 
Francisco  and  Richmond  (MacDonald  avenue)  and  Richmond  ave- 
nue and  Ferry  Point  in  Richmond.  During  the  period  of  federal  con- 
trol the  Santa  Fe  removed  the  Richmond  avenue  station  and  discon- 
tinued stopping  trains  at  that  point. 

The  evidence  showed  that  the  city  of  Richmond  has  had  two 
growths ;  the  original  town  was  Point  Richmond,  but  later  a  community 
began  to  grow  on  MacDonald  avenue,  a  half  mile  or  more  distant  from 
Richmond  avenue,  or  Point  Richmond.  The  Richmond  avenue  station 
was  built  as  a  convenience  to  the  people  in  the  old  town  and  rates 
established  voluntarily  by  the  carrier.  The  Santa  Fe  does  not  main- 
tain a  regular  and  frequent  commutation  service,  such  as  is  main* 
tained  by  the  Southern  Pacific  and  the  Key  Route  to  Oakland,  Ala- 
meda and  Berkeley;  it  does,  however,  operate  a  ferry  service  between 
San  Francisco  and  Ferry  Point  to  meet  all  incoming  and  outgoing 
trains,  and  which  service  is  comparable  to  the  service  rendered  by  the 
Southern  Pacific  and  the  Key  Route  between  Richmond  and  San 
Francisco.  It  was  testified  that  the  defendant's  facilities  were  not 
taxed  to  capacity  and  that  without  additional  expense  other  than  ihsX 
of  selling  tickets  and  the  accounting  therefor  it  could  handle  all  the 
normal  passenger  traffic  tributary  to  Santa  Fe  rails  between  San  Fran- 
cisco and  Richmond. 

People  located  in  the  old  section  of  Richmond  in  the  neighborhood  of 
Richmond  avenue  can  reach  San  Francisco  by  two  routes  other  than 
the  Santa  Fe;  one  is  to  take  the  electric  line  to  Albany  and  the  Key 
Route,  the  other  is  to  use  the  electric  line  to  the  Southern  Pacific  sta- 
tion. The  use  of  either  of  these  routes  not  only  requires  more  time 
than  the  use  of  the  Santa  Fe,  but  the  passenger  must  ride  on  the 
electric  line  to  the  other  side  of  the  city  of  Richmond  in  order  to  enjoy 
the  lower  *'no  baggage  privilege"  fare  between  Richmond  and  San 
Francisco. 

Had  the  Santa  Fe,  during  federal  control,  continued  to  operate  via 
Ferry  Point  and  its  own  boats   to   San   Francisco   the   25-cent   fare 


Digitized  by 


Google 


CALIFORNIA   RAILROAD    COMMISSION    DECISIONS.  607 

between  San  Francisco  and  Ferry  Point  and  Richmond  avenue,  and 
the  30-cent  fare  between  San  Francisco  and  Richmond  (MacDonald 
avenue)  under  General  Order  No.  28  and  Kx  parte  74  would  have 
been  increased  to  34  cents  and  40  cents,  respectively.  Had  the  operar 
tions  of  the  defendant  carrier  remained  under  the  jurisdiction  of  this 
Commission  the  Santa  Fe  could  not  have  removed  its  Richmond  ave- 
nue station  without  permission  from  this  Commission.  Nor  could  the 
defendant  have  discontinued  its  service  through  Richmond  avenue  and 
Ferry  Point,  nor  could  it  have  increased  its  rates  without  authority 
from  the  Railroad  Commission. 

We,  therefore,  believe  that  the  same  rates  should  apply  today  as 
wonld  have  been  applied  liad  the  Santa  Fe  continued  operating  via 
Ferry  Point  during  federal  control. 

By  applying  the  10  per  cent  increase  autliorized  by  General  OrdeJ^ 
No.  28  of  the  Director  General  of  Railroads  and  the  20  per  cent  increase 
authorized  by  the  Commission's  Decision  No.  7983,  the  fare  of  25  cents 
between  San  Francisco  and  Ferry  Point  and  Richmond  avenue  would 
now  be  34  cents  and  the  30-cent  fare  between  San  Francisco  and  Rich- 
mond (MacDonald  avenue)  would  now  be  40  cents,  and  an  appropriate 
order  will  be  issued. 

Now  in  regard  to  the  discontinuance  of  service  to  the  Richmond 
avenue  station,  made  at  the  time  the  service  was  discontinued  to  Ferry 
Point  station,  Richmond  avenue  being  an  intermediate  point  between 
the  Santa  Fe  station  of  Richmond  and  its  Ferry  Point  station.  The 
trains  which  formerly  connected  with  the  ferry  system  of  the  Santa 
Fe  at  Ferry  Point  were  scheduled  to  terminate  at  Oakland  and,  there* 
fore,  no  passenger  service  was  given  between  Ferry  Point  and  Rich- 
mond, thus  resulting  in  no  service  to  the  station  located  at  Richmond 
avenue.  Since  the  cessation  of  service  and  prior  to  the  restoration  of 
service  from  Richmond  to  San  Francisco  via  Ferry  Point  the  Santa 
Fe  removed  the  station  building  at  Richmond  avenue  and  failed  to 
restore  same  after  the  commencement  of  service  to  San  Francisco  via 
Ferry  Point.  The  change  in  the  routing  of  trains  was  one  that  occurred 
during  the  time  of  federal  control  of  railroads;  such  federal  control 
has  now  ceased  and  restoration  of  the  service  between  Richmond  and 
San  Francisco  via  Ferry  Point  and  the  ferry  system  of  the  Santa  Fe 
has  been  made.  The  facilities  formerly  enjoyed  by  the  public  at  Rich- 
mond avenue  should  be  restored  and  a  suitable  shelter  station  should 
be  established  at  this  point  and  such  trains  as  were  scheduled  to  stop  at 
Richmond  avenue  prior  to  commencement  of  federal  control  should 
now  be  scheduled  to  stop  at  this  point. 

From  the  evidence  in  the  proceeding,  I  am  not  of  the  opinion  that 
the  Santa  Fe  should  be  required  at  this  time  to  restore  the  ticket  agency 
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formerly  located  at  Richmond  avenue,  but  I  am  of  the  opinion  that 

Richmond  avenue  should  be  served  as  a  station  stop  and  that  suitable 

shelter  facilities  should  be  provided  at  such  location,  and  the  order 

herein  will  so  provide. 

ORDER. 

It  is  hereby  ordered,  that  defendant,  the  Atchison,  Topeka  and  Santa 
Pe  Railway  Company,  be  and  it  is  hereby  required  to  publish  and  file 
within  twenty  (20)  days  from  the  date  of  this  order  a  one-way  pas- 
senger fare  of  34  cents,  without  baggage  checking  privilege,  between 
San  Francisco,  and  Ferry  Point  and  Richmond  avenue  in  the  city  of 
Richmond,  and  a  rate  of  40  cents,  without  baggage  checking  privilege, 
between  San  Francisco  and  Richmond  (MacDonald  avenue),  such  rates 
to  be  published  on  five  (5)  days'  notice  to  the  public  and  to  this  CJom- 
mission. 

It  is  hereby  further  ordered,  that  defendant,  the  Atchison,  Topeka 
and  Santa  Fe  Railway  Company,  be  and  it  hereby  is  required  to  stop 
all  passenger  trains  at  Richmond  avenue  for  the  purpose  of  taking  on 
and  discharging  passengers,  the  trains  to  serve  said  Richmond  avenue 
to  be  the  same  as  formerly  served  such  point  prior  to  commencement 
of  federal  control,  and  that  there  shall  be  erected,  within  sixty  (60) 
days  from  the  date  of  this  order  suitable  shelter  station  facilities  at 
Richmond  avenue,  such  facilities  to  be  constructed  in  accordance  with 
plans  to  be  submitted  to  the  Commission  for  its  approval  within  twenty 
(20)  days  from  the  date  of  service  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Sep- 
tember, 1921. 


Decision  No.  9545. 


IN  THE  MATTER  OF  TlIE  APPLICATION  OF  SACRAMENTO  NORTHERN 
RAILROAD  COMPANY,  A  CORPORATION,  FOR  AUTHORITY  TO 
INCREASE  CERTAIN  SWITCHING  CIIAROES  AT  SACRAMEN'TO, 
CALIFORNIA. 

Application  No.  6812. 
Decided  September  23,  1921. 

Railboad  Rates — Tbansfer  Chabog. — It  is  held  to  be  common  practice  among 
carriers  to  provide  a  transfer  charge  at  their  terminals  very  much  lower  than 
the  ordinary  switching  charge. 

Railroad  Rates — Line  Haul. — Contention  that  the  service  in  this  proceeding  is 
a  line-haul  not  sustained.  The  rate  is  published  in  the  terminal  tariff  and  the 
distance  traversed  for  a  long  period  has  been  treated  as  part  of  the  Sacra- 
mento switching  district. 
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Transfeb  Rate — Basis  of  Reasonableness. — The  only  basis  of  the  reasonable- 
ness of  the  rate  in  question  is  by  measuring  such  rate  with  other  rates  vol- 
untarily established  for  the  same  kind  of  service,  which  is  found  to  be  $3  per 
car  regardless  of  weight  or  the  distance  hauled. 

Chas,  R.  Detrick  and  Heller  Ehnnan,  White  and  McAuliffe,  for  Applicant. 

JesBe  H.  Sieinlmrt^  for  San  Francisco-Sacramento  Railroad. 

A,  E.  Baldwin  and  C  J.  Goodcll,  for  Central  (>alifomia  Tracti^)n  Company. 

Gf.  J.  Bradley,  for  Merchants'  and  Manufacturers'  Traffic  Association  of  Sacramento. 

Jas.  A,  Keller,  for  Coast  Rock  and  Gravel  Company. 

By  the  Commission. 

OPINION. 

In  this  application,  made  pursuant  to  the  provisions  of  section  63  of 
the  Public  Utilities  Act,  the  Sacramento  Northern  Railroad  Company 
(hereinafter  referred  to  as  the  Sacramento  Northern)  asks  the  Com- 
mission for  authority  to  increase  its  intermediate  carload  switching 
rate  of  37^  cents  per  ton,  with  a  minimum  charge  of  $6.50  per  car  on 
freight  between  transfer  tracks  of  the  San  Francisco-Sacramento  Rail- 
road Company  (hereinafter  referred  to  as  the  San  Francisco-Sacra- 
mento), at  West  Side,  Yolo  County,  and  transfer  tracks  of  the  South- 
em  Pacific  Company,  Western  Pacific  Railroad  Company  and  Central 
California  Traction  Company  at  Sacramento. 

The  present  charges  of  the  Sacramento  Northern  for  intermediate 
switching  between  the  transfer  tracks  is  $3  per  car  when  such  switch- 
ing is  incidental  to  a  foreign  line  haul,  and  $4  per  car  when  not  inci- 
dental to  a  foreign  line  haul. 

Hearings  were  held  before  Examiner  Geary  on  June  3,  16  and  21, 
and  the  matter  is  now  ready  for  a  decision. 

Applicant  bases  its  prayer  for  the  increase  upon  the  alleged  cir- 
cumstances : 

That  although  the  rate  is  published  as  a  switching  charge  in  appli- 
cant's terminal  tariff,  the  service  performed  under  such  rate  is  not 
terminal  switching,  inasmuch  as  it  involves  a  line  haul  by  applicant; 
that  the  present  charge  is  not  remunerative;  that  performance  of  the 
service  puts  an  undue  burden  upon  applicant  which  interferes  with 
operations,  and  that  this  service  is  of  financial  advantage  to  the  San 
Francisco-Sacramento,  but  is  of  no  benefit  to  the  general  public,  as  it 
causes  an  unnecessary  diversion  of  traffic  from  the  direct  routes. 

The  most  westerly  point  of  the  interchange  track  between  the  San 
Francisco-Sacramento  and  the  Sacramento  Northern  is  located  at 
West  Side.  From  this  point  the  line  of  the  Sacramento  Northern  con- 
tinues northerly  and  easterly  across  the  M  street  bridge  over  the  Sac- 
ramento River  to  Front  and  M  streets  in  the  city  of  Sacramento,  then 
sontherly  along  said  Front  street  to  Front  and  X  streets,  where  is 
located  the  first  interchange  track  with  the  Southern  Pacific  Company, 
known  as  Southern  Pacific  transfer  No.  1.    The  distance  from  the  point 
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of  transfer  to  West  Side  to  Frout  and  X  streets  is  1.83  miles.  The 
track  over  the  M  stre(»t  bridge  is  operated  jointly  by  the  San  Fran- 
eisoo-Sacramento  and  the  Saeraiueuto  Northern.  From  said  il  street 
bridge  southerly  along  Front  street  to  R  street  the  ownership  of  the 
track  is  exclusively  in  the  Sacramento  Northern.  The  trackage  from 
R  street  along  Front  street  to  X  street  is  owned  jointly  with  the 
Central  California  Traction  Company.  From  Front  and  X  streets  to 
Eighth  and  X  streets  the  traffic  moves  over  a  single  track  tmnk  line 
o^Tied  jointly  by  the  Sacramento  Northern  and  the  Central  California 
Traction  Company.  Paralleling  this  portion  of  the  track  are  side  tracks 
and  switches.  The  line  along  X  street  from  Eighth  street  to  Thirty- 
first  street  is  double  track  and  owned  jointly  by  the  Sacramento  North- 
em  and  the  Central  California  Traction  Company.  At  Nineteenth  and 
X  streets  the  Western  Pacific  Railroad  Company  has  its  first  transfer 
connection  with  the  Sacramento  Northern.  The  distance  from  the 
transfer  point  at  West  Side  to  this  transfer  of  the  Western  Pacific 
Railroad  Company  is  2.9  miles.  The  route  continues  northerly  from 
Thirty-first  and  X  streets  along  Thirty-first  street  to  C  street  over 
single  track,  and  westerly  on  C  street  to  Nineteenth  street,  where  this 
part  of  the  Sacramento  Northern  connects  with  it«  main  line,  continu- 
ing then  over  private  right  of  way  to  Haggiu  yard,  where  it  connects 
with  Southern  Pacific  transfer  No.  2.  The  distance  from  West  Side 
transfer  to  Southern  Pacific  transfer  No.  2  is  7  miles.  From  this  latter 
point  of  transfer  the  line  continues  northerly  to  the  Western  Pacific 
transfer  at  the  American  River,  making  a  total  distance  of  7.2  miles 
from  the  West  Side  transfer. 

Testimony  adduced  at  the  hearing  established  the  fact  that,  unlike 
most  yards  used  for  the  making  up  and  breaking  up  of  trains,  the 
Sacramento  Northern's  Sacramento  yard  has  not  a  central  point  with  a 
system  of  tracks  sufficiently  large  to  perform  this  service  at  one  point. 
Cars  are  assembled  and  made  up  into  trains,  and  trains  are  broken  up 
for  distribution  of  cars  to  the  varioiLs  interchange  tracks,  freight  house 
and  industry  tracks  at  the  three  different  and  widely  separated  points: 
Front  and  X  streets,  including  the  tracks  from  Eighth  and  X,  Sacra- 
mento Northern's  freight  house  at  Front  and  M  streets  and  the  Haggxn 
yard. 

Applicant  testified  that  on  account  of  the  physical  layout  of  the 
tracks  in  the  Sacramento  yard  a  great  deal  of  interference  with  the 
operation  of  its  trains  resulted ;  that  the  track  from  Eighth  to  Thirty- 
first  on  X  street  is  being  used  by  the  Central  California  Traction  Com- 
pany for  handling  sixteen  trains  daily  in  and  out  of  Sacramento  and 
the  operation  of  a  20-minute  street  car  service,  the  passenger  trains  of 
the  Central  California  Traction  Company  being  given  preference;  that 
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at  Nineteenth  and  X  streets  the  Western  Pacific  J^ailroad  interchange 
track  leads  from  the  main  line  and  is  used  by  the  Central  California 
Traction  Company  for  its  Stockton  trains  and  street  cars,  resulting  in 
material  interference  with  the  operations;  also  at  Twenty-eighth  and 
X,  Twenty-first  and  X  and  Tenth  and  X  streets,  crossings  of  the 
Pacific  Gas  and  Electric  Company  necessitate  the  slow  operation  of 
applicant's  trains.  There  is  great  interference  with  applicant's  yard 
crews  along  the  track  from  Front  and  M  streets  across  the  M  street 
bridge  over  the  river  to  the  West  Side  transfer,  with  the  San  Franoiaco- 
Sacramento  on  account  of  the  frequent  opening  of  the  drawbridge 
across  the  river,  the  evidence  disclosing  the  fact  that  there  are  106 
regular  movements  of  scheduled  passenger  trains,  street  cars  aad  yard 
motors  over  the  M  street  bridge  each  day. 

Applicant  further  contends  that  the  physical  layout  of  the  tracks  in 
the  Sacramento  yards,  and  the  fact  that  they  are  scattered  over  consid- 
erable territory,  making  long  distances  between  interchange  tracks, 
together  with  use  of  much  of  this  track  jointly  and  in  the  operation  of 
street  cars  as  well  as  yard  motors,  is  such  as  to  result  in  a  higher  cost 
to  the  company  for  performing  the  switching  service  than  if  the  tracks 
were  all  located  in  one  compact  yard,  where  there  would  be  no  inter- 
ference. 

Protestant,  the  San  Francisco-Sacramento,  submitted  exhibits  show- 
ing that  for  the  switching  of  cars  between  transfer  tracks,  regardless 
of  the  distance,  a  charge  of  $3  per  car  is  assessed  at  various  places  in 
the  state  by  the  switching  carriers,  viz:  the  Atchison,  Topeka  and 
Santa  Fe  Railway  Company,  Southern  Pacific  Company,  San  Fran- 
cisco-Oakland Terminal  Railways  and  Western  Pacific  Railroad 
Company. 

Protestant  also  introduced  in  evidence  exhibits  showing  the  bridge 
switching  performed  by  Sacramento  Northern  during  the  year  ending 
December  31,  1920,  to  consist  of  1341  cars,  with  an  average  load  of  34 
tons  per  car.  This  average  was  arrived  at  by  protestant's  checking  of 
applicant's  waybills,  which  necessarily  show  the  actual  tonnage.  Appli- 
cant had  testified  that  the  average  load  was  37.7  tons  per  car.  DiflEer- 
ence  in  weight  should  not  be  ignored,  but  it  is  not  a  controlling  element 
of  switching  charges.  The  exhibits  also  show  that  the  amoupt  of 
switching  done  for  the  Western  Pacific  Railroad  Company  is  far 
greater  than  for  either  the  Southern  Pacific  Company  or  the  Central 
California  Traction  Company.  Evidence  brought  to  light  the  fact  that 
the  Western  Pacific  Railroad  Company  had  purchased  92  per  cent  of 
the  securities  of  the  Sacramento  Northern.  Of  the  entire  switching 
service  performed  by  the  Sacramento  Northern  for  the  various  con- 
necting carriers  but  8.8  per  cent  is  bridge  haul  service  rendered  the  San 
Francisco-Sacramento. 
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Other  evidence  introduced  by  the  San  Francisco-Sacramento  was  to 
the  effect  that  in  the  year  1920,  69  per  cent  of  the  cases  where  intra- 
state shipments  were  shipped  by  the  Sacramento  Northern  over  the 
switching  track  involved  in  the  case  in  question  either  the  consignee 
or  the  shipper  absorbed  the  switching  charge  of  $3  per  car. 

It  was  further  shown  that  where  a  main-line  haul  is  involved,  the 
San  Francisco-Sacramento  makes  a  reciprocal  allowance  to  the  Sacra- 
mento Northern;  that  is,  gives  a  part  of  its  line-haul  revenue  to  the 
Sacramento  Northern.  Apparently,  then,  the  $3  switching  charge  is 
not  all  the  Sacrangiento  Northern  receives  for  its  switching  service. 

It  is  common  practice  among  carriers  to  provide  a  transfer  charge 
at  their  terminals  very  much  lower  than  the  ordinary  switching 
charge.  This  well  established  principle  obtains,  among  other  places, 
at  the  great  terminals  of  San  Francisco,  Oakland,  Los  Angeles  and 
Sacramento,  where  an  intermediate  bridge  charge  of  $3  from  transfer 
track  to  transfer  track  is  assessed. 

In  reply  to  a  question  as  to  how  the  Sacramento  Northern  could 
justify  a  charge  at  Sacramento  in  excess  of  $3  for  a  like  service  at 
other  points,  applicant  stated  that  ''the  only  justification  we  have 
would  be  that  it  costs  us  more  than  that  to  actually  perform  the 
service.*' 

The  questions  propounded  by  Mr.  Bradley,  representing  the  Mer- 
chants' and  Manufacturers'  Traffic  Association  of  Sacramento,  devel- 
oped the  fact  that  on  purely  noncompetitive  traffic  originating  on  the 
line  of  the  San  Francisco-Sacramento  the  imposition  of  a  rate  of  37^ 
cents  per  ton  for  bridge  switching  by  the  Sacramento  Northern  would 
dose  such  markets  to  the  Sacramento  consumer  for  the  simple  reason 
that  the  dealer  could  not  absorb  the  additional  cost. 

The  Coast  Rock  and  Gravel  Company,  as  intervener,  introduced  in 
evidence  an  exhibit  showing  charge  of  $3  per  car  for  intermediate 
-switching  at  California  and  Nevada  points.  Its  witness  also  testified 
that  his  company  has  under  consideration  with  the  California  High- 
way Commission  the  movement  of  approximately  35,000  tons  of  sand, 
rock  and  gravel  from  Fairoaks  on  the  Southern  Pacific  to  Garfield  and 
Creede  on  the  San  Francisco-Sacramento,  but  that  if  the  rate  of  37^ 
cents  per  ton  were  put  into  effect  for  the  bridge  transfer  from  the 
Southern  Pacific  Company  to  the  San  Francisco-Sacramento,  it  would 
result  in  a  charge  of  approximately  $20  a  car  instead  of  $3  and  elim- 
inate the  Highway  Commission  from  purchasing  material  from  inter- 
vener's plant  at  Fairoaks,  for  the  reason  that  intervener  could  not 
absorb  the  increase.  Protest  was  made  by  the  Highway  Commission 
itself  through  a  telegram  to  the  Commission,  read  into  the  record.  This 
protest  against  the  granting  of  the  proposed  increase  was  based  on  the 
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ground  that  such  increase  in  the  rate  would  result  in  a  material  increase 
in  the  cost  to.  the  state  in  its  highway  construction  work. 

At  the  hearing  on  June  3,  applicant  submitted  in  evidence  an  exhibit 
showing  computations  and  bases  used  in  arriving  at  a  cost  of  $5.13  as 
the  average  per  loaded  car  of  switching  all  business  coming  from  the 
San  Francisco-Sacramento  to  the  Southern  Pacific  transfer  at  Front 
and  X  streets,  and  the  Western  Pacific  transfers  at  Nineteenth  and  X 
and  Nineteenth  and  B  (Haggin)  streets,  and  testified  that  the  above 
amount  does  not  include  anything  for  taxes  or  interest  on  investment. 

This  same  exhibit  contained  an  item  showing  $7.67  which,  in  reply 
to  a  question  as  to  what  it  signified,  was  explained  as  being  the  cost  to 
the  Sacramento  Northern  if  all  Southern  Pacific  business  interchanged 
to  the  short  line  (meaning  San  Francisco-Sacramento  Railroad  Com- 
pany) were  handled  at  Nineteenth  and  B  instead  of  Front  and  X 
streets,  including  the  Western  Pacific  business. 

At  the  adjourned  hearing  on  June  16,  applicant  introduced  in  evi- 
dence a  supplemental  exhibit  in  which,  among  other  changes,  was  sub- 
stituted the  sum  of  $4.85  in  place  of  $5.13,  and  $7.22  in  lieu  of  $7.67 
applicable,  as  shown  in  the  preceding  paragraph,  and  testified  that  a 
different  process  was  used  in  arriving  at  the  latter  figures  than  was 
employed  in  ascertaining  those  shown  in  the  earlier  exhibit;  that  in 
the  latter  exhibit  the  figures  had  been  segregated  on  a  different  basis 
and  that  the  new  item  was  **  probably  more  accurate  than  the  first 
one." 

The  exhibits  and  the  evidence  in  connection  with  the  cost  of  switch- 
ing cars  was  vigorously  attacked  by  the  San  Francisco-Sacramento,  and- 
an  analysis  of  the  items  of  operating  expenses  was  studied  and  revised 
by  representatives  of  the  applicant,  the  protestants  and  the  engineers 
of  this  Commission. 

The  report  of  the  Commission's  engineering  department  reads,  in 
part,  as  follows : 

Pursuant  to  the  arrangements  made  at  the  last  hearing  in  this  matter,  have 
checked  over  the  evidence  submitted  with  reference  to  the  cost  to  the  Sacramento 
Northern  for  performing  this  service  and  find  as  follows : 

1.  Based  upon  the  figures  submitted  by  witness  Evans  the  actual  cost  is  $4.02 
per  loaded  car. 

2.  Modifying  the  above  and  using  witness  Nelson's  figures  for  the  item  of  cost 
of  train  crew,  the  cost  is  $3.95. 

3.  Modifying  the  figure  under  2  above  by  a  reduction  of  one-third  in  the  cost 
of  general  oflSce  salaries  and  expenses,  as  suggested  by  Mr.  H.  A.  Mitchell,  the  cost 
would  be  $3.70  per  loaded  car. 

All  of  the  above  figures  are  predicated  upon  operations  in  the  future  being  carried 
on  as  in  the  past,  using  the  transfer  at  Front  and  X  streets,  Sacramento,  in  the 
same  way  as  it  has  been  used. 

It  will  thus  be  seen  that  no  positive  cost  for  moving  a  loaded  car 
can  be  arrived  at  and  that  any  figure  must  be  computed  on  a  more  or 
less  arbitrary  basis. 
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We  will  not  enter  into  a  discussion  of  the  figures  presented  by  the 
contending  factions,  for  the  element  of  the  exact  cost  of  performing 
the  service  is  not  a  controlling  factor  in  arriving  at  charges  to  be  made 
for  switching  carload  traffic  between  transfer  or  interchange  tracks 
within  terminal  yards. 

Upon  a  review  of  the  freight  tariflfe,  we  find  the  arrangement  for 
switching  carload  traflSc  from  West  Sacramento  (West  Side)  became 
effective  May  22,  1915,  at  the  time  the  Sacramento  Northern,  then 
known  as  the  Northern  Electric  Railway  Company,  was  in  the  hands 
of  a  receiver,  and  the  line  now  known  as  the  San  Francisco-Sacramento 
Railroad  was  known  as  the  Oakland,  Antioch  and  Eastern  Railway. 
The  charge  originally  was  $2.50;  the  charge  for  the  same  service  now 
is  $3  when  incidental  to  a  foreign-line  haul,  and  $4  for  a  local  service. 

The  adjustment  proposed  in  this  application  would  make  the  rate 
from  the  West  Side  transfer  of  the  San  Francisco-Sacramento  to  points 
within  the  same  switching  limits  37^  cents  per  ton,  with  a  minimum  of 
$6.50.  The- testimony  shows  that  the  cars  switched  average  35  tons, 
making  an  average  charge  under  the  proposed  rate  of  $13,  as  against 
the  flat  charge  of  $3  now  in  effect.  In  the  case  of  cars  moved  on  behalf 
of  the  State  Highway  Commission  for  road  construction  where  the 
loading  is  between  50  and  60  tons,  the  average  charge  would  be  approx- 
imately $20  per  car,  as  stated  by  witness  for  the  Coast  Rock  and  Gravel 
Company.  It  will  thus  be  seen  that  to  disturb  the  transfer  switching 
charges  would  disturb  a  situation  of  long  standing  and  have  a  serious 
effect  not  only  upon  the  tonnage  movements  of  protestants,  the  San 
Francisco-Sacramento,  but  also  on  commercial  interests  within  the  city 
of  Sacramento. 

We  do  not  believe  the  applicant's  contention  that  the  service  per- 
formed is  a  line  haul  from  West  Side  and  that  it  is  of  no  benefit  to  the 
general  public  can  be  sustained.  The  rate  is  published  in  the  terminal 
tariff  and  during  more  than  the  six  years  West  Side  has  been  treated 
as  part  of  the  switching  district  within  the  city  of  Sacramento,  and 
the  testimony  amply  proves  that  the  service  is  performed  entirely  by 
the  regular  switching  engine  and  crew. 

The  only  basis  upon  which  this  Commission  can  reach  a  conclusion 
as  to  the  reasonableness  of  the  rate  for  switching  of  the  kind  involved 
in  this  proceeding  is  by  measuring  such  rate  with  other  rates  volun- 
tarily established  for  the  same  kind  of  service  and,  as  heretofore  stated, 
the  common  charge  for  a  movement  from  transfer  track  to  transfer 
track  within  the  State  of  California  in  connection  with  lin^-haul  traffic 
js  $3  per  car  regardless  of  weight  or  the  distance  hauled. 

The  fact  that  traffic  moving  in  this  switching  transfer  service  at 
S^crainepto  js  more  or  less  congested  is  no  .lustification  for  the  imposi- 
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tion  of  unreasonable  rates.  The  record  shows  that  the  San  Francisco- 
Sacramento  has  no  other  means  of  reaching  industry  or  connecting 
carriers'  tracks  at  Sacramento  except  by  use  of  the  service  now  ren- 
dered by  the  Sacramento  Northern,  and  the  adjustment  proposed  would 
seriously  retard  and  interfere  with  the  San  Francisco-Sacramento 
freight  traffic  without  any  particular  benefit  to  applicant. 

A  reciprocal  switching  arrangement  under  which  carload  traffic  is 
moved  between  transfer  tracks  of  all  lines  at  the  terminals  at  reasonable 
uniform  charges  is  desirable  and  to  the  best  interests  of  both  shippers  and 
carriers  and  should  be  continued  or  brought  about  wherever  possible. 
There  is  no  satisfactory  evidence  in  this  record  with  respect  to  the 
reasonableness  of  the  jproposed  increased  rates,  nor  is  there  sufficient 
reliable  data  upon  which  to  base  a  reasonable  rate  for  the  service. 
Applicants  have  failed  to  justify  the  proposed  increases  and,  therefore, 
the  application  will  be  denied. 

ORDER. 

The  Sacramento  Northern  Railroad  Company  having  made  applica- 
tion to  increase  certain  switching  charges  at  Sacramento,  a  hearing 
having  been  held,  the  testimony  and  exhi!)its  connected  with  the  appli- 
cation having  been  carefully  considered,  and  the  Commission  having 
found  that  the  applicant  has  not  justified  the  ai)pIication  and  that  it 
should  be  denied; 

It  is  hereby  ordered,  that  tlie  said  application  be  and  the  same  is 
hereby  denied. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  llailroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Sep- 
tember, 1921. 

Decision  No.  9553. 

IN  THK  MATTER  OF  KaST  BAY  WATER  COMPANY,  A  CORPORATION, 
FOR  AN  ORDER  AUTHORlZIN(i  THE  ISSUE  OF  BONDS  AND  OF 
CLASS  "A"  SIX  PER  CENT  CUMULATIVE  PREFERRED  S1X)CK. 

Application  No.  7091. 
Decided  September  23,  1921. 

AIcKcc,  Tashvira  and  M'urhaftig,  for  East  Bay  Water  C'orapany. 

Leon  E.  (iray,  for  City  of  Oakland. 

Frank  V.  Cornish,  for  City  of  Berkeley. 

W.  J.  Locke,  for  City  of  Alameda. 

J.  Allison  Bruner,  for  City  of  San  Ijeandro. 

RowELL,  Commi^ioner. 
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OPINION. 

East  Bay  Water  Company,  in  the  above  entitled  application,  asks 
permission  to  issue  $825,000  face  value  of  5^  per  cent  first  mortgage 
bonds,  due  January  1,  1946;  and  $275,000  par  value  of  Class  **A'' 
cumulative  preferred  stock,  in  payment  for  the  properties  of  The 
Union  Water  Company  of  California  and  The  Union  Water  Develop- 
ment Company. 

The  Railroad  Commission,  by  Decision  No.  8491,  dated  December  24, 
1920,  in  Application  No.  5503,  authorized  The  Union  Water  Company 
of  California  to  sell  its  properties  to  the  East  Bay  Water  Company. 
In  the  same  decision  the  Commission  found  as  a  fact  that  public  con- 
venience will  be  served  by  the  transfer  of  the  properties  of  The  Union 
Water  Company  of  California  to  East  Bay  Water  Company  and  that 
a  fair  price  to  be  paid  for  the  properties  described  in  Decision  No. 
8491  is  $1,100,000. 

From  the  testimony  in  this  proceeding  it  appears  that  The  Union 
Water  Company  of  California  and  The  Union  Water  Development 
Company  have  agreed  to  accept  at  par  in  payment  for  their  properties 
$825,000  of  East  Bay  Water  Company  5i  per  cent  first  mortgage  bonds, 
due  January  1,  1946,  and  $275,000  of  Class  '*  A"  6  per  cent  cumulative 
preferred  stock. 

It  further  appears  from  the  testimony  that  East  Bay  Water  Com- 
pany has  been  given  an  option  to  buy  back  the  $825,000  of  bonds  at  85 
and  accrued  interest  and  the  stock  at  $74  per  share.  If  these  options 
are  exercised,  the  owners  of  the  properties  of  The  Union  Water  Devel- 
opment Company  and  the  Union  Water  Company  of  California  will 
realize  $904,750.  Of  the  purchase  price,  $50,000  may  be  paid  in  cash. 
If  this  is  done,  the  amount  of  stock  and  bonds  which  the  Bast  Bay 
Water  Company  will  issue  will  be  reduced  proportionately. 

Representatives  of  several  cities  appeared  at  the  hearing.  While 
they  did  not  enter  a  formal  protest  against  the  granting  of  the  applica- 
tion, they  did  endeavor  to  ascertain  the  figure  at  which  East  Bay 
Water  Company  intends  to  include  in  a  rate  base  the  properties  of  The 
Union  Water  Development  Company  and  The  Union  Water  Company 
of  California. 

There  are  now  pending  before  the  Commission  several  proceedings 
involving  the  rates  of  the  East  Bay  Water  Company,  and  if  at  the 
time  these  proceedings  are  heard,  the  transfer  of  the  properties  referred 
to  herein  has  been  consummated,  the  Commission  will  then  consider 
at  what  figure  the  properties  of  The  Union  Water  Development  Com- 
pany and  The  Union  Water  Company  of  California  shall  be  included 
in  the  rate  base. 
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I  am  satisfied  that  the  price  which  the  East  Bay  Water  Company 
intends  to  pay  for  the  properties  referred  to  herein  is  not  unreasonably 
high  and  that  the  Commission  may  properly  authorize  the  issue  of  the 
stock  and  bonds  covered  in  this  application. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

East  Bay  Water  Company,  having  applied  to  the  Railroad  Commis- 
sion for  permission  to  issue  $825,000  of  bonds  and  $275,000  of  stock, 
a  public  hearing  having  been  held,  and  the  Railroad  Commission  being 
of  the  opinion  that  the  money,  property  or  labor  to  be  procured  or  paid 
for  by  such  issue  is  reasonably  required  for  the  purpose  or  purposes 
specified  in  this  order,  and  that  the  expenditures  for  such  purpose  or 
purposes  are  not  in  whole  or  in  part  reasonably  chargeable  to  operat- 
ing expenses  or  to  income ; 

It  is  hereby  ordered,  that  East  Bay  Water  Company  be  and  it  is 
hereby  authorized  to  issue  not  exceeding  $825,000  face  value  of  its  5| 
per  cent  first  mortgage  bonds,  due  January  1,  1946,  and  $275,000  par 
value  of  its  Class  ''A''  6  per  cent  cumulative  preferred  stock  in  full 
payment  for  the  properties  of  The  Union  Water  Company  of  Califor- 
nia and  The  Union  Water  Development  Company,  more  particularly 
described  in  Decision  No.  8491,  dated  December  24,  1920.  If  any  part 
of  the  purchase  price  is  paid  in  cash,  the  amount  of  bonds  and  stock 
which  may  be  issued  is  reduced  proportionately. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  East  Bay  Water  Company  shall  keep  such  record  of  the  issue  and 
sale  of  the  stock  and  bonds  herein  authorized  and  of  the  disposition  of 
the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day 
of  each  month  a  verified  report,  as  required  by  the  Railroad  Commis- 
sion's General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is 
made  a  part  of  this  order. 

2.  The  authority  herein  granted  will  not  become  effective  until  East 
Bay  Water  Company  has  paid  the  fee  prescribed  by  section  57  of  the 
Public  Utilities  Act,  which  fee  amounts  to  $825. 

3.  The  authority  herein  granted  will  apply  only  to  such  stock  and 
bonds  as  may  be  issued  and  delivered  on  or  before  December  15,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Sep- 
tember, 1921. 
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Decision  No.  9555. 

IN  THE  MATTEU  OP  THE  APPLICATION  OF  MIDLAND  COUNTIES 
PUBLIC  SERVICE  CORPORATION  FOR  AX  ORDER  AUTHORIZING 
THE  EXECUTION  AND  DELIVERY  OF  A  MORTGAGE  OF  ALL  ITS 
PROPERTIES  TO  UNION  BANK  AND  TRUST  COMPANY  OF  LOS 
ANGELES  AS  TRUSTEE. 

Application  No.  7127. 
Decided  September  23,  1921. 

Murray  Bourne,  for  Applicant. 

LovELAND,  Commissioner. 

OPINION. 

Midland  Counties  Public  Service  Corporation  asks  permission  to 
execute  a  mortgage  substantially  in  the  same  form  as  the  mortgage 
filed  in  this  proceeding  and  marked  Exhibit  ''B." 

It  Ls  the  intention  of  the  Midland  Counties  Public  Service  Corpora- 
tion to  execute  a  mortgage  to  secure  an  authorized  issue  of  $5,000,000 
of  general  refunding  mortgage  gold  bonds.  The  proposed  mortgage 
provides  that  $750,000  of  the  bonds  shall  bear  interest  at  the  rate  of 
7|  per  cent  per  annum,  shall  mature  September  1,  1956,  and  shall  be 
subject  to  redemption  after  thirty  days  published  notice  on  any  inter- 
est payment  date  to  and  including  September  1,  1931,  upon  the  pay- 
ment of  the  principal  and  accrued  interest  and  a  premium  of  7^  per 
cent  upon  the  principal  thereof.  After  September  1,  1931,  the  premium 
is  reduced  from  7J  to  5  per  cent.  All  of  the  other  bonds  which  will 
be  issued  under  the  mortgage  may  contain  the  same  terms  and  be  of 
the  same  series  as  the  $750,000,  or  if  the  board  of  directors  shall  so 
determine,  all  or  any  of  them  may  be  issued  in  series,  bearing  such 
date  of  maturity,  interest  rate,  price  and  conditions  for  redemption 
and  other  terms  as  decided  by  the  board  of  directors. 

Of  the  $5,000,000  authorized  issue  of  general  refunding  bonds, 
$257,000  are  reserved  to  refund,  redeem,  purchase  or  retire  by 
exchange  or  otherwise  $257,000  of  first  mortgage  6  per  cent  20-year 
sinking  fund  gold  bonds  of  Midland  Counties  Gas  and  Electric  Com- 
pany, dated  January  1,  1912,  and  $496,000  are  reserved  to  redeem, 
purchase  or  retire  by  exchange  or  otherwise  $496,000  of  first  and 
refunding  mortgage  6  per  cent  40-year  gold  bonds  of  Midland  Counties 
Public  Service  Corporation  dated  October  1,  1913. 

The  general  refunding  mortgage  gold  bonds,  otlier  than  the  $750,000 
mentioned  above  and  those  used  to  refund  or  pay  underlying  bonds, 
may  be  issued  from  time  to  time  only  to  the  extent  of  75  per  cent  of  the 
cost  of  making  additions  and  betterments  if  the  net  income  of  the  com- 
pany for  a  period  of  twelve  consecutive  months  within  fourteen  calen- 
dar months  immediately  preceding  the  calendar  month  in  which  an 
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application  for  certifiication  and  delivery  of  bonds  shall  have  been 
made,  is  at  least  equal  to  one  and  three-quarters  times  the  annual 
interest  charges  on  the  bonded  debt  of  the  company. 

In  the  proposed  mortgage,  the  company  agrees  that  it  will  not  issue 
and  sell  any  additional  first  and  refunding  bonds  under  its  mortgage 
dated  October  1,  1913,  but  that  all  of  such  bonds  not  now  sold  and  in 
the  hands  of  the  public  will  from  time  to  time,  if  proper  permission 
can  be  secured,  be  issued  and  deposited  with  the  trustee  under  the 
general  refunding  mortgage.  The  first  and  refunding  mortgage  of 
the  company  was  executed  to  secure  the  payment  of  $3,000,000  of 
bonds.  Of  these  bonds,  $454,000  are  now  said  to  be  outstandif^g  and 
in  the  hands  of  the  public.  As  these  are  reacquired  by  the  company, 
they  are  to  be  deposited  with  the  trustee  under  the  proposed  general 
refunding  mortgage.  By  this  arrangement,  the  holders  of  general 
refunding  bonds  have  a  third  lien  on  applicant's  properties  and  a 
direct  lien  on  the  first  and  refunding?  bonds  deposited  with  the  trnstec 
under  the  new  mortgage,  which  first  and  refunding  bonds  are  in  tnm 
said  to  be  a  first  lien  on  all,  but  about  15  per  cent  of  the  company's 
properties. 

While  1  am  of  the  opinion  that  a  simpler  mortgage  than  that  sub- 
mitted in  this  proceeding  inight  have  been  drawn  up  to  meet  the  needs 
of  the  company,  nevertheless,  inasmuch  as  it  does  not  contain  any 
objectionable  features,  I  recommend  that  the  company  be  authorized 
to  execute  a  mortgage  substantially  in  the  same  form  as  that  filed  in 
this  proceeding  and  marked  Exhibit  **B."  It  is,  of  course,  undef- 
stood  that  the  authority  herein  granted  to  execute  a  mortgage  in  no 
wise  authorizes  the  company  to  issue  and  dispose  of  any  of  the  bonds, 
the  payment  of  which  may  be  secured  by  said  mortgage. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Midland  Counties  Public  Service  Corporation  having  applied  to  the 
Railroad  Commission  for  permission  to  execute  a  mortgage,  a  public 
hearing  having  been  held  and  the  Commission  being  of  the  opinion 
that  applicant's  request  should  be  granted; 

It  is  hereby  ordered,  that  Midland  Counties  Public  Service  Corpora- 
tion be  and  it  is  hereby  authorized  to  execute  a  mortgage  substantially 
in  the  same  form  as  the  mortgage  filed  in  this  proceeding  and  marked 
Exhibit  **B,"  provided  that  the  authority  herein  granted  to  execute  a 
mortgage  is  for  the  purpose  of  this  proceeding  only  and  is  granted  in 
so  far  as  this  Commission  has  jurisdiction  under  the  terms  of  the 
Public  Utilities  Act  and  is  not  intended  as  an  approval  of  said  mort- 
gage as  to  such  other  legal  requirements  to  which  said  mortgage  may 
be  subject.    Within  thirty  days  after  the  execution  of  the  mortgage 
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herein  referred  to,  applicant  shall  file  with  the  Commission  three  (3) 
copies  of  said  mortgage  as  finally  executed. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Sep- 
tember, 1921. 


Decision  No.  9558. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  LOS  ANGELES  GAS  AND 
ELECTRIC  CORPORATION  FOR  AN  ORDER  AUTHORIZING  THE 
ISgUE  AND  SALE  OF  ITS  SERIES  **C"  BONDS  IN  THE  AMOUNT  OF 
ONE  million  five  HUNDRED  THOUSAND  DOLLARS  PAR  VALUE. 

Application  No.  7197. 
Decided  September  27,  1921. 

Paul  Overton,  for  Applicant. 

Benedict,  Gommiuioner, 

OPINION. 

Los  Angeles  Gas  and  Electric  Corporation  asks  permission  to  issue 
and  sell  at  not  less  than  94J  per  cent  of  their  face  value  and  accrued 
interest  $1,500,000  of  its  Series  *'C"  general  and  refunding  mortgage 
7  per  cent  gold  bonds  to  be  dated  September  1,  1921,  and  payable 
June  1,  1931. 

Applicant  in  Exhibit  '*D''  filed  in  this  proceeding  estimates  that 
during  1921  it  will  have  to  expend  for  plant  extensions,  additions  and 
betterments  the  sum  of  $8,263,806.  The  Commission  has  heretofore 
authorized  applicant  to  issue  and  sell  $6,000,000  of  its  general  and 
refunding  bonds  and  $3,000,000  of  its  6  per  cent  preferred  stock  to 
finance  construction  expenditures  during  1921  and  expenditures  to  l)e 
made  subsequent  thereto.  Applicant  reports  that  it  has  sold  all  of  the 
bonds  and  realized  from  such  sale  the  sum  of  $5,617,500.  It  estimates 
that  it  can  sell  $2,000,000  of  its  authorized  preferred  stock  during  the 
current  year  and  collect  on  account  of  such  sale  the  sum  of  $1,225,056. 
The  record  shows  that  applicant  is  at  this  time  in  need  of  additional 
funds  to  carry  forward  its  construction  program  and  that  it  intends 
to  obtain  such  funds  from  the  sale  of  $1,500,000  of  its  general  and 
refunding  mortgage  Series  *'C"  bonds. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Los  Angeles  Gas  and  Electric  Corporation  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  $1,500,000  of  bonds,  a 
public  hearing  having  been  held  and  the  Commission  being  of  the 
opinion    that  the  money,  property  or  labor  to  be  procured  or  paid  for 
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by  such  issue  is  reasonably  required  for  the  purpose  or  purposes  speci- 
fied in  this  order  and  that  the  expenditures  herein  authorized  are  not 
in  whole  or  in  part  reasonably  chargeable  to  operating  expenses  or  to 
income ; 

It  is  hereby  ordered,  that  Los  Angeles  Gas  and  Electric  Corporation 
be  and  it  is  hereby  authorized  to  issue  and  sell,  for  cash,  at  not  less 
than  94f  per  cent  of  their  face  value  plus  accrued  interest  $1,500,000 
of  its  general  and  refunding  mortgage  Series  **C"  7  per  cent  gold 
bonds  to  be  dated  September  1,  1921,  and  mature  June  1,  1931,  for 
the  purpose  of  financing  in  part  the  cost  of  the  plant  extensions,  addi- 
tions and  betterments  referred  to  in  Exhibit  **D''  filed  in  this  pro- 
ceeding. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  Los  Angeles  Gas  and  Electric  Corporation  shall  keep  such  record 
of  the  issue  and  sale  of  the  bonds  herein  authorized  and  of  the  disposi- 
tion of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty- 
fifth  day  of  each  month,  a  verified  report  as  required  by  the  Railroad 
Commission's  General  Order  No.  24,  which  order,  in  so  far  as  appli- 
cable, is  made  a  part  of  this  order. 

2.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  in  section  57  of  the  Public  Util- 
ities Act,  which  fee  amounts  to  $1,250. 

3.  The  authority  herein  granted  will  apply  only  to  such  bonds  as 
may  be  issued,  sold  and  delivered  on  or  before  December  15,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of  Sep- 
tember, 1921. 


Decision  No.  9559. 


IN  IHE  MATTER  OP  THE  APPLICATION  OF  SOUTHERN  CALIFORNIA 
TELEPHONE  (COMPANY  FOR  AUTHORITY  TO  PURCHASE  LAND 
IN  THE  CITY  OF  LOS  ANGELES  FROM  THE  MERCANTILE  FIRE- 
PROOF BUILDING  COMPANY,  AND  FOR  AUTHORITY  TO  ISSUE  A 
PROMISSORY  NOTE  IN  PAYMENT  THEREFOR  AND  FOR  AUTHOR- 
ITY TO  EXECUTE  A  MORTGAGE  AS  SECURITY  FOR  SAID  NOTE. 

Application  No.  7084. 
Decided  September  27,  1921. 


H.  D.  PilUhury,  James  D.  Shaw  and  Arthur  Wright^  for  Southern  California  Tele- 
phone Company. 
O.  P.  Schoonmaker,  for  Mercantile  Fireproof  Building  Company. 

Bbundige,  Commissioner, 
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OPINION. 

Southern  California  Telephone  Company  asks  permission  to  issue  a 
$150,000,  6  per  cent  serial  note  and  execute  a  mortgage  to  secure  the 
payment  of  the  note. 

The  company  reports  that  it  has  arranged  to  purchase  at  a  cost  of 
$150,000  from  the  Mercantile  Fireproof  Building  Company  a  parcel 
of  land  situated  in  the  city  of  Los  Angeles  and  described  as  follows : 

The  southerly  250  feet  of  block  "A"  of  the  Obear  tract,  in  the  city  of  Los  Angeles, 
county  of  Los  Angeles,  State  of  California,  as  per  map  recorded  in  book  2,  page 
40  of  maps,  in  the  office  of  the  county  recorder  of  said  county,  more  partioolarly 
des<'ribed  as  follows: 

Beginning  at  the  southwest  corner  of  said  block  '"A" ;  thence  northerly  along  the 
-easterly  line  of  8an  Pedro  street,  250  feet,  thence  easterly  to  a  point  in  the  easterly 
line  of  said  block  **A,''  distant  northerly  250  feet  from  the  southeast  corner  of  said 
block;  thence  southerly  along  said  easterly  line  to  the  southeast  corner  of  said 
block;  thence  westerly  along  the  southerly  line  of  said  block,  to  the  point  of 
beginning. 

Also  a  right  of  way  for  ingress  and  egress  over  the  following  described  strip  of 
land,  to  wit: 

Beginning  at  the  point  in  the  westerly  line  of  said  block  "A"  of  the  Obear 
tract,  distant  northerly  250  feet  from  the  southwest  comer  of  said  block;  thence 
easterly  to  a  point  in  the  easterly  line  of  said  block,  distant  northerly  250  feet  from 
the  southeast  comer  of  said  block;  thence  northerly  along  said  easterly  line  50 
feet ;  thence  westerly  to  a  point  in  the  westerly  line  of  said  block,  distant  northerly 
50  feet  from  the  point  of  lieginning ;  thence  along  said  westerly  line  5H  feet  to^  the 
point  of  beginning. 

Subject  to  taxes  fiscal  year  192t-1922. 

I.  F.  Dix,  applicant's  plant  superintendent,  testified  that  it  was  neces- 
sary for  the  company  to  purchase  the  property  and  to  construct  a 
building  thereon  to  be  used  by  the  company  for  garage,  repair  shop 
and  storeroom  purposes.  A  statement  submitted  shows  that  through 
the  acquisition  of  the  properties  and  the  construction  of  the  necessary 
building,  the  company  will  be  able  to  save  approximately  $18,786  a 
year. 

The  deed  of  trust  of. Southern  California  Telephone  Company  con- 
tains an  after-acquired  property  clause.  Because  of  this  clause,  it  is 
probable  that  the  properties  which  the  company  intends  to  acquire 
will  be  purchased  from  the  Mercantile  Fireproof  Building  Company 
by  an  individual,  who  in  turn  will  transfer  the  property  to  applicaut 
subject  to  the  indebtedness  issued  by  him  in  payment  for  the  prop- 
erties. It  appears  that  the  owner  of  the  properties  is  unwilling  to 
accept  a  second  mortgage  securing  the  notes  issued  in  payment  for  the 
properties.  If  the  properties  are  acquired  by  an  individual  and  notes 
issued  by  him  in  payment  therefor  and  a  mortgage  executed  to  secure 
the  payment  of  such  notes,  the  mortgage  will  constitute  a  first  lien  and 
the  deed  of  trust  of  Southern  California  Telephone  Company,  when  it 
acquires  the  properties,  a  second  lien.  In  its  original  application,  it 
was  the  intention  of  the  Southern  California  Telephone  Company  to 
issue  in  payment  for  the  properties  a  promissory  6  per  cent  note  in 
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the  sura  of  $150,000,  payable  within  teu  years,  and  to  execute  a  mort- 
gage on  the  properties  to  secure  the  payment  of  the  note.  A  copy  of 
both  the  note  and  mortgage  has  been  filed  in  this  proceeding.  The 
company  agrees  to  pay  the  note  in  ten  equal  installments,  the  first 
installment  being  due  and  payable  July  7,  1922.  I  believe  the  order 
herein  should  permit  applicant  to  proceed  either  under  its  original 
plan  or  to  acquire  the  properties  subject  to  an  indebtedness  of  $150,000 
secured  by  a  first  mortgage. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Southern  California  Telephone  Company  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  a  $150,000  note  and 
execute  a  mortgage,  a  public  hearing  having  been  held  and  the  Com- 
mission being  of  the  opinion  that  the  money,  property  or  labor  to  be 
procured  or  naid  for  by  such  issue  is  reasonably  required  for  the  pur- 
pose specified  in  this  order  and  that  the  expenditures  for  such  pur- 
pose are  not  in  whole  or  in  part  reasonably  chargeable  to  operating 
expenses  or  to  income ; 

It  is  hereby  ordered,  that  Southern  ('alifornia  Telephone  Company 
be  and  it  is  hereby  authorized  to  issue  a  $150,000,  6  per  cent  note, 
payable  within  ten  years,  in  the  same  form  as  the  note  filed  in  this 
proceeding  and  marked  Exhibit  **A,*'  said  note  being  authorized  to 
be  issued  for  the  purpose  of  paying  for  the  properties  described  in 
the  foregoing  opinion;  or  may  acquire  said  properties  subject  to  the 
payment  of  a  $150,000  indebtedness  secured  by  a  first  mortgage  and 
assume  the  payment  of  such  indebtedness. 

It  is  hereby  further  ordered^  that  Southern  California  Telephone 
Company  be  and  it  is  hereby  authorized  to  execute  a  mortgage  sub- 
stantially in  the  same  form  as  the  mortgage  filed  in  this  proceeding  and 
marked  Exhibit  **B,''  provided  that  the  authority  herein  granted  to 
execute  said  mortgage  is  for  the  purpose  of  this  proceeding  only  and 
is  granted  in  so  far  as  this  Commission  has  jurisdiction  under  the 
terms  of  the  Public  Utilities  Act  and  is  not  intended  as  an  approval 
of  said  mortgage  as  to  such  other  legal  requirements  to  which  said 
mortgage  may  be  subject. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  Commission  will  not,  because  of  the  authority  herein  granted 
to  issue  a  note,  be  bound  to  include  in  a  rate  base  the  consideration 
being  paid  for  the  properties  which  Southern  California  Telephone 
Company  intends  to  acquire  from  the  Mercantile  Fireproof  Building 
Company. 
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2.  Southern  California  Telephone  Company  shall  keep  such  record 
of  the  issue  and  sale  of  the  note  herein  authorized  and  of  the  disposi- 
tion of  the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty- 
fifth  day  of  each  month  a  verified  report  as  required  by  the  Railroad 
Commission's  General  Order  No.  24,  which  order  in  so  far  as  applicable 
is  made  a  part  of  this  order. 

3.  The  authority  herein  granted  will  not  become  effective  until  appli- 
cant has  paid  the  fee  prescribed  by  section  57  of  the  Public  Utilities 
Act,  which  fee  amounts  to  $150. 

4.  The  authority  herein  granted  will  apply  only  to  such  note  as  may 
be  issued  on  or  before  December  1,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-seventl^  day  of  Sep- 
tember, 1921. 

Decision  No.  9561. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  CALIFORNIA  OREGON 
POWER  COMPANY  FOR  AN  ORDER  OF  THE  RAILROAD  COM- 
MISSION OF  THE  STATE  OF  CALIFORNIA,  AUTHORIZING  THE 
ISSUANCE  OF  BONDS,  THE  EXECUTION  OF  A  MORTGAGE  OR 
DEED  OF  TRUST  TO  SECURE  THE  SAME,  AND  THE  EXECUTION 
AND  DELIVERY  OF  TEMPORARY  CERTIFICATES  TO  BE  THERE- 
AFTER EXCHANGED  FOR  SUCH  BONDS. 

Application  No.  6574. 
Decided  September  27,  1921. 

By  the  Commission. 

FIFTH  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission,  by  Decision  No.  8731,  dated 
March  10,  1921,  as  amended,  authorized  The  California  Oregon  Power 
Company  to  issue  and  sell,  at  not  less  than  95  per  cent  of  face  value 
plus  accrued  interest,  $1,849,000  of  its  first  and  refunding  mortgage 
sinking  fund  7^  per  cent  gold  bonds,  or  interim  certificates,  subject, 
among  others,  to  the  condition  that  the  proceeds  from  the  sale  of  such 
bonds,  or  interim  certificates,  be  expended  only  as  authorized  by  the 
Railroad  Commission  in  a  supplemental  order  or  orders,  and    . 

Whereas,  the  Railroad  Commission  has  heretofore  authorized  appli- 
cant to  use  $1,194,174.67  of  the  proceeds  from  the  sale  of  said  $1,849,- 
000  of  bonds,  or  interim  certificates,  to  pay  floating  indebtedness  and 
to  finance  construction  expenditures;  and 

Whereas,  applicant,  in  its  fifth  supplemental  application  filed  ini;he 
above  entitled  matter,  reports  that  during  the  month  of  July,  1921,  it 
has  expended  on  capital  account  the  sum  of  $68,896.48 ;  and 
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Whereas,  applicant,  to  finance  such  expenditures  asks  permission  to 
use  $68,896.48  of  the  proceetis  obtained  from  the  sale  of  the  $1,849,000 
of  bonds,  or  interim  certificates,  which  were  authorized  to  be  issued 
and  sold  by  said  Decision  No.  8731,  as  amended ;  and  it  appearing  to  the 
Railroad  Commission  that  applicant's  request  should  be  granted; 
now,  therefore, 

It  is  hereby  ordered,  that  The  California  Oregon  Power  Company 
be  and  it  is  hereby  authorized  to  expend  an  additional  $68,896.48  of 
the  proceeds  obtained  from  the  issue  and  sale  of  the  bonds,  or  interim 
certificates,  which  were  authorized  to  be  issued  and  sold  by  Decision 
No.  8731,  dated  March  10,  1921,  as  amended,  for  the  purpose  of  financ- 
ing the  capital  expenditures  reported  in  the  fifth  supplemental  appli- 
cation in  this  proceeding. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8731, 
dated  March  10,  1921,  as  amended,  shall  remain  in  full  force  and  effect 
except  as  modified  by  this  fifth  supplemental  order. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of  Sep- 
tember, 1921. 


Decision  No.  9563. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  GOLDEN  GATE  FERRY 
COMPANY,  A  CORPORATION,  FOR  AN  ORDER  AUTHORIZING  IT 
TO   ISSUE   ITS   CAPITAL  STOCK. 


Application  No.  6316. 
Decided  September  27,  1921. 


By  THE  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission  by  Decision  No.  8511,  dated 
January  3,  1921,  authorized  Golden  Gate  Perry  Company  to  issue,  sell 
and  deliver  on  or  before  September  30,  1921,  $1,000,000  of  its  common 
stock,  subject  among  others,  to  the  condition  that  at  least  82^  per  cent 
of  the  proceeds  obtained  from  the  sale  of  the  stock  be  not  expended 
except  as  authorized  by  the  Railroad  Commission;  and 

Whereas,  applicant  has  asked  permission  to  let  contracts  for  the 
building  of  one  boat,  its  ferry  slips  and  terminal  facilities  as  soon  as 
$300,000  of  its  capital  stock  has  been  actually  subscribed  by  bona  fide 
subscribers,  and  for  additional  time  within  which  to  sell  its  stock; 

And  the  Commission  being  of  the  opinion  that  applicant  after  it 
has  actually  sold  $300,000  of  its  stock  to  bona  fide  subscribers  should 
file  with  the  Commission  a  supplemental  petition  for  permission  to 
lindertake  the  construction  of  a  boat,  ferry  slips  and  terminal  facilities, 
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and  that  it  should  at  this  time  modify  only  the  provision  of  the  order 
in  Decision  No.  8511,  dated  Jannary  3,  1921,  limiting  the  time  within 
which  applicant  may  sell  its  stock;  therefore 

It  is  hereby  ordered,  that  the  time  within  which  applicant  in  the 
above  entitled  matter  may  issue,  sell  and  deliver  the  stock  authorized  by 
the  order  in  Decision  No.  8511,  dated  January  3,  1921,  be  and  it  is 
hereby  extended  to  and  including  January  1,  1922. 

It  is  hereby  fuHher  ordered,  that  the  order  in  Decision  No.  8511, 
dated  January  3,  1921,  shall  remain  in  full  force  and  effect  except  as 
modified  by  this  first  supplemental  order. 

Dated  at  San  Francisco,  ('alifornia,  this  twenty-seventh  day  of  Sep- 
tember, 1921. 


Decision  No.  9565. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  RICHMOND  AND 
SAN  RAFAEL  FERRY  AND  TRANSPORTATION  COMPANY  FOR 
AUTHORITY  TO  ISSUE  FOUR  HUNDRED  SHARES  OF  COMMON 
CAPITAL  STOCK. 


Application  No.  7098. 
Decided  September  27,  1921. 


Q,  B.  Blandccnherg^  for  Applicant. 

Benedict,  Commissioner, 

OPINION. 

Richmond  and  San  Rafael  Ferry  and  Transportation  Company  asks 
permission  to  issue  and  sell  at  par  400  shares  ($40,000)  of  its  common 
capital  stock. 

By  Decision  No.  7815,  dated  June  30,  1920,  the  Commission  author- 
ized applicant  to  issue  and  sell  at  par  $175,000  of  its  common  stock  to 
pay  the  cost  of  acquiring  or  constructing  a  ferry  boat  to  improve  its 
terminal  facilities. 

The  record  in  this  poceeding  shows  that  the  company  has  had  con- 
structed a  new  ferry  boat,  the  '*City  of  Richmond,*'  and  that  such 
boat  has  cost  in  excess  of  $175,000.  The  lx)at  was  put  in  service  on 
May  28,  1921.  The  increase  of  the  actual  cost  over  the  original  esti- 
mate is  partly  due  to  changes  in  the  machinery  installed,  and  to  the 
fact  that  the  boat  was  built  by  day  labor.  It  appears  that  the  boat 
cost  about  $27,000  in  excess  of  the  original  estimate.  The  actual  cost 
of  the  improvements  of  the  terminal  facilities  is  reported  at  about 
$13,000  in  excess  of  the  original  cost. 

The  testimony  shows  that  applicant's  new  boat,  the  **City  of  Rich- 
mond," is  192  feet  long,  63  feet  wide  and  has  a  depth  of  13.6  feet.  It 
is  a  wooden  vessel  and  has  a  passenger  carrying  capacity  of  550  and 
adapted  to  carry  from  60  to  70  automobiles. 
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It  appears  from  the  record  in  this  proceeding  that  the  stock  appli- 
cant asks  permission  to  issue  will  be  purchased  by  the  present  stock- 
holders of  the  company. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Richmond  and  San  Rafael  Ferry  and  Transportation  Company 
having  applied  to  the  Railroad  Commission  to  issue  and  sell  $40,000 
par  value  of  its  common  capital  stock,  a  public  hearing  having  been 
held,  and  the  Commission  being  of  the  opinion  that  the  money,  prop- 
erty or  labor  to  be  procured  or  paid  for  by  such  issue  is  reasonably 
required  by  applicant,  and  that  the  expenditures  herein  authorized  are 
not  in  whole  or  in  part  reasonably  chargeable  to  operating  expenses  or 
to  income ; 

It  is  hereby  ordered,  that  Richmond  and  San  Rafael  Ferry  and 
Transportation  Company  be  and  it  is  hereby  authorized  to  sell  for  par 
at  cash  on  or  before  December  31,  1921,  400  shares  ($40,000)  of  its 
common  capital  stock  and  use  the  proceeds  to  pay  in  part  the  cost  of 
constructing  the  boat  and  the  terminal  facilities  referred  to  in  this 
application,  provided  Richmond  and  San  Rafael  Ferry  and  Transpor- 
tation Company  shall  keep  such  record  of  the  issue  and  sale  of  the 
stock  herein  authorized  and  of  the  disposition  of  the  proceeds  as  will 
enable  it  to  file  on  or  before  the  twenty-fifth  day  of  each  month  a 
verified  report,  as  required  by  the  Railroad  Commission's  General 
Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of 
this  order. 

The  foregoing  opinion  and  order  are  hereby  ordered  filed  as  the 
opinion  and  order  of  the  Railroad  Commission  of  the  State  of 
California. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of  Sep- 
tember, 1921. 


Decision  No.  9566. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  COAST  VALLEYS  GAS  AND 
ELECTRIC  (^OMPANY,  A  CORPORATION,  FOR  AN  ORDER  AUTHOR- 
IZING THE  ISSUE  OF  BONDS  OP  THE  FACE  VALUE  OF  THREE 
HUNDRED  SEVENTY-FIVE  THOUSAND  DOLLARS. 


Application  No.  6204. 
Decided  September  27,  1921. 


By  the  Commission. 

SECOND  SUPPLEMENTAL  ORDER. 
In  its  third  supplemental  application  in  the  above  entitled  matter, 
as  amended  at  the  hearing  before  Examiner  Geary,  Coast  Valleys  Gas 
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and  Electric  Company  asks  pcririission  to  issue  and  sell  at  not  less 
than  94  per  cent  of  their  face  value  and  accrued  interest  $113,000  of 
its  collateral  trust  ten-year  8  per  cent  gold  notes  and  to  secure  the 
payment  of  such  notes  by  the  deposit  of  first  mortgage  bonds.  The 
Commission  has  by  Decision  No.  8409,  dated  November  30,  1920, 
authorized  applicant  to  issue  $375,000  of  its  first  mortgage  bonds  and 
deposit  them  as  collateral  from  time  to  time  as  authorized  by  the  Com- 
mission. The  company  has  authority  now  to  deposit  and  has  deposited 
$205,000  of  the  $375,000  of  bonds.  The  remainder  of  the  bonds  it 
asks  permission  to  deposit  from  time  to  time  to  secure  the  payment 
of  the  $113,000  of  collateral  trust  notes.  In  Exhibit  **5,''  filed  in  this 
proceeding,  applicant  estimates  that  it  will  have  to  expend  for  the 
acquisition  of  properties  and  the  construction  and  completion  of 
extensions  and  improvements  of  its  facilities,  the  sum  of  $407,301.85. 
The  testimony  shows  that  from  November  1,  1920,  to  May  31,  1921, 
it  has  expended  $99,400  for  these  purposes.  It  asks  permission  to 
use  the  proceeds  obtained  from  the  sale  of  its  collateral  trust  notes  to 
pay  in  part  expenditures  set  forth  in  Exhibit  No.  **5.'' 

A  public  hearing  having  been  held  on  the  third  supplemental  appli- 
cation filed  in  the  above  entitled  matter  and  the  Commission  being  of 
the  opinion  that  the  money,  property  or  labor  to  be  procured  or  paid 
for  through  the  issue  of  the  collateral  trust  notes  herein  authorized  is 
reasonably  required  by  tlie  applicant  and  that  the  expenditures  herein 
authorized  are  not  in  whole  or  in  part  reasonably  chargeable  to  operat- 
ing expenses  or  to  income ; 

It  is  hereby  ordered,  that  Coast  Valleys  Gas  and  Electric  Company 
be  and  it  is  hereby  authorized  to  issue  and  sell,  for  cash,  on  or  before 
December  31,  1921,  at  not  less  than  94  per  cent  of  their  face  value  and 
accrued  interest,  $113,000  of  its  collateral  trust  ^ten-year  8  per  cent 
gold  notes  and  secure  the  payment  of  such  notes  by  the  deposit  of 
$170,000  of  its  first  mortgage  bonds,  the  issue  of  which  is  authorized 
by  Decision  No.  8409,  dated  November  30,  1920,  said  bonds  to  be 
deposited  subject  to  the  terms  and  conditions  of  said  Decision  No. 
8409. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  proceeds  realized  from  the  sale  of  the  collateral  trust  notes 
shall  be  used  by  applicant  to  pay  the  cost  of  the  plant  extensions,  addi- 
tions and  betterments  reported  in  Exhibit  **5''  filed  in  this  proceed- 
ing, provided  that  the  cost  of  such  plant  extensions,  additions  and 
betterments  is  chargeable  to  capital  account  as  defined  by  the  uniform 
classification  of  accounts  prescribed  by  the  Commission. 
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2.  Coast  Valley  Qas  and  Electric  Company  shall  keep  such  record 
of  the  issue  and  sale  of  the  notes  herein  authorized  and  of  the  disposi- 
tion of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty- 
fifth  day  of  each  month,  a  verified  report  as  required  by  the  Railroad 
Commission's  General  Order  No.  24,  which  order,  in  so  far  as  appli- 
cable, is  made  a  part  of  this  order. 

3.  The  authority  herein  granted  will  not  become  eflfective  until  appli- 
cant has  paid  the  fee  prescribed  by  section  57  of  the  Public  Utilities 
Act. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of  Sep- 
tember, 1921. 


Decision  No.  9567. 


IN  TIIK  MATTER  OF  THE  APPLICATION  OF  MIDLAND  COUNTIES 
PUBLIC  SERVICE  CORPORATION  FOR  AN  ORDER  AUTHORIZING 
THE  ISSUE  OF  BONDS. 


Application  No.  7126. 
Decided  September  27,  1921. 


Murray  Bourne,  for  Applicant. 

LovELAND,  Commissioner, 

OPINION. 

Midland  Counties  Public  Service  Corporation  in  this  application 
asks  permission  to  issue  and  sell  at  94  per  cent  of  their  face  value  and 
accrued  interest  $801,000  of  its  general  refunding  mortgage  7^  per 
cent  gold  bonds  due  September  1,  1956,  and  issue  and  deposit  with 
the  trustee  under  the  general  refunding  mortgage  $801,000  of  its  first 
and  refunding  mortgage  6  per  cent  bonds  due  October  1,  1953.  The 
company  also  asks  permission  to  issue  general  refunding  bonds  to 
refund,  during  a  time  to  be  fixed  by  the  Commission,  all  or  part  of  its 
existing  outstanding  underlying  bonds. 

Midland  Counties  Public  Service  Corporation  was  organized  in 
1909.  It  has  an  authorized  stock  issue  of  $2,000,000,  divided  into 
$1,000,000  of  common  and  $1,000,000  of  6  per  cent  cumulative  pre- 
ferred. All  of  the  common  stock  and  $500  of  the  preferred  stock  is 
reported  outstanding. 

As  of  July  31,  1921,  the  company  reports  $753,000  of  bonds  issued 
and  in  the  hands  of  the  public.  The  $753,000  consists  of  $257,000  of 
6  per  cent  Midland  Counties  Gas  and  Electric  Company  first  mortgage 
bonds  due  January  1,  1932,  and  $496,000  of  6  per  cent  Midland  Coun- 
ties Public  Service  Corporation  first  and  refunding  bonds  due  October 
1,  1953.    It  appears  from  the  testimony  in  this  proceeding  that  $42,000 
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of  the  first  and  refunding  bonds  have  been  acquired  by  the  company 
since  July  thirty-first,  leaving  $454,000  of  the  first  and  refunding 
bonds  outstanding  in  the  hands  of  the  public. 

Applicant's  first  and  refunding  mortgage  was  executed  to  secure  an 
authorized  issue  of  $3,000,000  of  bonds.  From  its  Exhibit  *'D,'*  it 
appears  that  $1,111,000  of  the  first  and  refunding  bonds  have  hereto- 
fore been  certified  by  the  trustee.  Applicant  now  asks  permission  to 
issue  $154,000  of  additional  first  and  refunding  mortgage  bonds, 
which  added  to  the  $1,111,000  makes  a  total  of  $1,265,000.  If  the 
authority  herein  granted  is  carried  ,out,  the  $1,265,000  of  first  and 
refunding  mortgage  bonds  will  be  held  as  follows : 

In  the  hands  of  the  public $454,000  00 

Deposited    with    the    trustee    under   the    new   general    refunding 

mortgage    801,000  00 

In   company*s   treasury : 10,000  00 

$1,265,000  00 

Under  applicant's  first  and  refunding  mortgage,  bonds  issued  there- 
under can  not  draw  interest  in  excess  of  6  per  cent  per  annum.  It  is 
urged,  and  I  find  considerable  merit  in  the  argument,  that  it  is  better 
for  applicant  to  issue  bonds  bearing  a  rate  of  interest  in  excess  of  6 
per  cent  per  annum  and  sell  such  bonds  near  par,  than  it  Ls  to  sell  a 
6  per  cent  bond  at  a  discount  to  meet  current  interest  rates.  Appli- 
cant has  taken  steps  to  execute  a  new  mortgage  to  secure  the  payment 
of  the  general  refunding  bonds.  Authority  to  execute  such  a  mort- 
gage is  requested  in  Application  No.  7127.  At  this  time,  applicant  asks 
permission  to  issue  and  sell  at  not  less  than  94  per  cent  of  their  face 
value  and  accrued  intere.st  $801,000  of  its  7|  per  cent  general  refund- 
ing bonds.  The  proceeds  obtained  from  the  sale  of  such  bonds  appli- 
cant asks  permission  to  use  to  pay  or  refund  current  indebtedness.  Its 
current  indebtedness  as  of  July  31,  1921,  is  reported  in  its  Exhibit 
**A''  at  $1,336,871.53,  and  consists  of  the  following: 

Notes   payable   $832,420  29 

Accounts  payable,  etc.  453,177  50 

Deposits    $7,947  11 

Prepayments 2,462  84 

Accounts    payable    400,401  45 

Unaudited  invoices  payable 33,948  06 

Pay    roll    8,417  44 

Accruals    51,273  74 

Taxes 2,509  05 

Bond  interest 11,225  00 

Interest  on  unfunded  debt 5,421  93 

Sinking   fund   32,117  76 


Total  $1,336371  53 
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If  applicant  sells  the  $801,000  of  general  and  refunding  bonds  at 
94,  it  will  realize  $752,940.  Of  this  amount,  it  intends  to  use  $362,100 
to  pay  bank  loans  secured  by  first  and  refunding  bonds  and  to  use 
the  remainder  to  pay  part  of  its  indebtedness  due  the  San  Joaquin 
Light  and  Power  Corporation.  A  statement  filed  with  the  Commission 
shows  that  the  Midland  Counties  Public  Service  Corporation  owed  the 
San  Joaquin  Light  and  Power  Corporation  on  June  30,  1921,  the  sum 
of  $678,775.89  represented  by  accounts  payable  and  unsecured  notes. 
Through  the  sale  of  the  bonds  herein  authorized,  this  indebtedness  will 
be  reduced  to  about  $388,000.  I  do  not  regard  it  the  function  of  the 
San  Joaquin  Light  and  Power  Corporation  to  do  the  junior  financing 
for  the  Midland  Counties  Public  Service  Corporation.  The  payment 
of  the  indebtedness  due  the  San  Joaquin  Light  and  Power  Corpora- 
tion, I  believe,  to  be  an  obligation  of  the  Midland  Counties  stockholders 
and  they  should  take  some  steps  to  meet  this  obligation. 

The  Commission  has  heretofore  authorized  (see  Decision  No.  7865, 
dated  July  10,  1920,)  applicant  to  issue  first  and  refunding  bonds  to 
finance  the  cost  of  additions  and  betterments  up  to  May  31,  1920.  The 
total  amount  of  bonds  so  authorized,  and  which  are  now  in  possession 
of  the  company  or  are  deposited  as  collateral  is  reported  at  $656,000. 
Applicant  asks  permission  to  deposit  $647,000  of  these  first  and  refund- 
ing bonds  with  a  trustee  under  its  new  general  refunding  mortgage 
and  issue  and  sell  $647,000  of  its  7^  per  cent  general  refunding  bonds 
to  finance  expenditures  up  to  May  31,  1920. 

Applicant  reports  that  it  has  expended  for  additions  and  better- 
ments from  May  31,  1920,  to  July  31,  1921,  the  sum  of  $194,803.64. 
These  expenditures  arc  reported  in  Exhibit  **(V*  in  detail.  Because 
of  these  expenditures,  applicant  asks  permission  to  issue  $154,000  of 
first  and  refunding  bonds  and  deposit  them  with  the  trustee  under  its 
new  general  refunding  mortgage  and  to  issue  and  sell  $154,000  of  its 
H  per  cent  general  refunding  bonds  to  secure  the  moneys  necessary  to 
finance  part  of  such  expenditures.  For  the  purpose  of  financing  the 
cost  of  additions  and  betterments,  applicant  thus  asks  permission  to 
issue  and  sell  a  total  of  $801,000  of  general  refunding  7^  per  cent 
bonds. 

Applicant  also  asks  permission  to  issue  general  refunding  7J  per 
cent  bonds  to  refund  underlying  6  per  cent  bonds.  The  Commission  is 
considering  the  facts  submitted  by  applicant  on  which  this  request  is 
based,  and  thus  far  has  reached  no  final  conclusion.  This  part  of  the 
application  wiU  not  be  acted  upon  at  this  time. 
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I  herewith  submit  the  following  form  of  order: 

ORDER. 

Midland  Counties  Public  Service  Corporation  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  bonds  as  indicated  in  the 
foregoing  opinion,  a  public  hearing  having  been  held  and  the  Railroad 
Commission  being  of  the  opinion  that  the  money,  property  or  labor 
to  be  procured  or  paid  for  by  the  issue  of  the  bonds  herein  authorized 
is  reasonably  required  by  applicant  and  that  the  expenditures  herein 
permitted  are  not  in  whole  or  in  part  reasonably  chargeable  to  operat- 
ing expenses  or  to  income; 

It  is  hereby  ordered,  that  Midland  Counties  Public  Service  Corpora- 
tion be  and  it  is  hereby  authorized  to  issue  and  deposit  with  the  trustee 
under  its  new  proposed  general  refunding  mortgage  $801,000  face 
value  of  its  first  and  refunding  bonds,  said  bonds  being  referred  to  in 
paragraph  **2"  and  paragraph  **3"  of  the  prayer  in  applicant's  peti- 
tion in  this  proceeding. 

It  is  hereby  further  ordered,  that  Midland  Counties  Public  Service 
Corporation  be  and  it  is  hereby  authorized  to  issue  and  sell,  for  cash, 
at  not  less  than  94  per  cent  of  their  face  value  and  accrued  interest 
$801,000  of  its  general  refunding  mortgage  7^  per  cent  gold  bonds. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  $362,100  of  the  proceeds  obtained  from  the  sale  of  the  bonds  shall 
be  used  by  applicant  to  pay  the  following  notes: 

California  Bank  (Home  Savings  Bank) $50,000  00 

First  State  Bank  of  Clovis 2,500  00 

Bank  of   Italy— Madera 5,000  00 

Los  Angeles  Trust  and  Savings  Bank 50,000  00 

Bank  of  Italy— Fresno 20,000  00 

Union  Bank  and  Trust  Company  of  Los  Angeles 50,000  <10 

Guaranty  Trust  and  Savings  Bank  of  T^os  Angeles 50,000  00 

First  Bank  of  Kern 16.000  00 

Security  Trust  and  Savings  Bank  of  IjOS  Angeles 78,000  00 

Security  Trust  Company  of  Bakersfield 40,000  00 

Total  $302,100  00 

2.  The  remainder  of  the  proceeds  obtained  from  the  sale  of  the 
bonds  shall  be  used  to  pay  indebtedness  due  the  San  Joaquin  Light  and 
Power  Corporation. 

3.  None  of  the  bonds  herein  authorized  to  be  issued,  nor  any  of  the 
proceeds  realized  from  the  sale  thereof  shall  be  used  to  pay,  redeem,  or 
refund  any  of  the  $257,000  of  first  mortgage  6  per  cent  20-year  sink- 
ing fund  gold  bonds  of  Midland  Counties  Gas  and  Electric  Company, 
dated  January  1,  1912,  or  any  of  the  $454,000  of  first  and  refunding 
mortgage  6  per  cent  40-year  gold  bonds  of  the  Midland  Counties  Pub- 
lic Service  Corporation,  dated  October  1,  1913. 
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4.  Midland  Counties  Public  Service  Corporation  shall  keep  such  rec- 
ord of  the  issue,  deposit  and  sale  of  the  bonds  herein  authorized  and 
of  the  disposition  of  the  proceeds  as  will  enable  it  to  file,  on  or  before 
the  twenty-fifth  day  of  each  month,  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far 
as  applicable,  is  made  a  part  of  this  order. 

5.  The  authority  herein  granted  will  not  become  effective  until  appli- 
cant has  paid  the  fee  prescribed  in  section  57  of  the  Public  Utilities  Act, 
which  fee  amounts  to  $801. 

6.  The  authority  herein  granted  will  apply  only  to  such  bonds  as 
may  be  issued,  deposited  or  delivered  on  or  before  December  31,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
flled  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of  Sep- 
tember, 1921. 

Decision  No.  9569. 

IN  THE  MATTER  OF  THE  INVESTIGATION  OF  THE  GAS  RATES, 
SERVICE  AND  OPERATIONS  OF  THE  COAST  VALLEYS  GAS  AND 
ELECTRIC  COMPANY,  ON  THE  COMMISSION'S  OWN  MOTION. 


Case  No.  1611. 
Decided  September  28,  1921. 


(»A8  Utility — Rkukaring — l*oS8ira,E  Increahed  Ff.debal  Taxks. — Increased  fed- 
eral taxes  and  other  operating  expenses  because  of  reorganization  lield  not  to 
be  ground  for  rehearing,  but  may  be  presented  in  a  new  proceeding. 

Investment — Rate  Bask — Fair  Return. — The  claim  for  a  rehearing  that  rates 
do  not  yield  a  reasonable  return  on  investment  is  not  sustained,  as  the  rate 
is  based  on  a  fair  return  on  a  reasonable  investment  undepreciated. 

Rate  Base — Appreciation  of  Plant — Going  Concern  Value. — Appreciation 
of  plant  and  going  concern  value  held  not  factors  to  be  included  in  rate  base. 

By  the  Commission. 

OPINION  ON  PETITION  FOR  REHEARING. 
Coast  Valleys  Gas  and  Electric  Company  has  filed,  under  date  of 
September  2,  1921,  an  application  for  rehearing  in  connection  with 
Decision  No.  9397  in  the  above  entitled  matter.  As  a  basis  for  appli- 
cation for  rehearing  petitioner  alleges  in  effect  that  the  rates  fixed  in 
the  Commission's  Decision  No.  9397  are  unjust  and  unreasonable  both 
to  the  company  and  its  patrons;  that  the  decision  was  in  error  to  the 
extent  that  it  was  concluded  that  the  application  of  the  rates  fixed 
in  Decision  No.  8937  would  reimburse  applicant  for  the  increased  oil 
cost  and  other  expenses  incurred  during  the  period  from  the  filing  of 
Application  No.  6614  to  the  effective  date  of  Decision  No.  8937;  that 
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the  rate  base  used  by  the  Commission  in  determining  the  rates  does 
not  reflect  the  true  value  of  the  company's  properties  for  rate-making 
purposes;  that  the  return  of  8.2  per  cent  upon  the  rate  base  amounts 
to  confiscation  of  property;  that  the  rates  fixed  by  the  Commission 
will  produce  a  substantially  less  net  revenue  than  estimated  by  the 
Commission;  that  certain  operating  expenses  which  it  will  have  to 
incur  were  not  included  in  the  Commission's  decision,  and  that  for  a 
period  of  five  years  last  past  the  earnings  of  the  company  under  the 
rate  fixed  by  the  Commission  have  been  substantially  below  a  reason- 
able return. 

The  Commission  in  its  Decision  No.  9397  fixed  rates  for  gas  service 
rendered  by  Coast  Valleys  Gas  and  Electric  Company  reducing  the 
rates  previously  fixed  in  Decision  No.  8937  by  approximately  14^  cents 
per  thousand  cubic  feet  as  compared  with  a  reduction  in  the  price  of 
oil  equivalent  to  a  reduction  in  the  cost  of  gas  of  15  cents  per  thousand. 

Coast  Valleys  Gas  and  Electric  Company  urges  that  the  higher  rates 
in  effect  from  May  20  to  October  1,  1921,  did  not  recompense  it  for 
deficits  incurred  between  March  3  and  May  23,  1921.  The  decision 
does  not  contemplate  that  this  should  be  done  but  contemplates  only 
reimbursement  of  the  higher  cost  of  oil  existing  during  the  prior  period. 
Further  analysis  of  the  evidence  shows  such  limited  reimbursement 
did  occur. 

Petitioner  urges  that  in  the  past  it  has  not  earned  a  fair  return  and 
that  presumably  it  should  be  allowed  to  reimburse  itself  for  at  least 
a  part  of  these  deficits.  Evidence  shows  that  during  a  considerable  part 
of  the  period  in  question  applicant's  service  was  not  such  as  to  justify 
the  Commission  in  granting  any  reimbursement  for  past  losses. 

Relative  to  applicant's  statement  that  certain  federal  taxes  and 
possibly  other  operating  expenses  will  be  greater  than  submitted  by  it 
in  this  proceeding  because  of  change  of  organization  of  the  company, 
the  Commission  desires  to  point  out  that  this  does  not  appear  to  be 
legal  grounds  for  a  rehearing  any  more  than  the  reduction  in  oil  price 
occurring  after  a  decision  would  be  legal  grounds  for  such.  Applicant 
may  bring  this  up  in  a  new  proceeding  if  it  so  desires. 

Petitioner  urges  in  addition  that  there  has  been  invested  in  its 
properties  through  money  paid  in  by  stockholders  and  the  reinvest- 
ment of  all  surplus  earnings  and  reserves  a  large  amount  of  money  on 
which,  under  existing  rates,  it  is  not  earning  a  reasonable  return.  The 
rates  herein  fixed  have  been  determined  on  the  basis  used  in  this  and 
other  proceedings,  which  contemplates  a  fair  return  upon  the  reason- 
able investment  in  properties  undepreciated  and  the  Commission  does 
not  find  that  there  is  any  justification  for  an  increase  in  rates  on  the 
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ground  that  applicant's  stockholders  may  not  receive  a  reasonable 
return  on  moneys  which  are  claimed  to  have  been  invested  by  them. 

Petitioner  urges  that  the  value  of  the  property  on  which  the  rates 
were  based  is  not  reasonable  and  that  it  does  not  allow  appreciation  on 
its  plant  and  going  concern  value.  The  rates  herein  fixed  have  been 
on  the  basis  which  has  been  accepted  in  practically  all  instances  and 
has  been  used  by  the  Commission  in  rate  proceedings  throughout  the 
state  and  we  see  no  reason  why  it  should  be  modified  herein.  Petitioner 
further  alleges  that  the  Commission  neglected  to  include  any  estimate 
of  increase  due  to  additions  and  betterments  which  would  be  installed 
during  the  ensuing  year.  The  rate  base  and  the  operating  revenues 
and  expenses  were  based  upon  statistics  for  the  year  1921,  and  if  addi- 
tional capital  is  to  be  added  increased  revenue  and  other  items  should 
be  included. 

The  Commission  finds  no  reason  for  granting  a  rehearing  in  this  pro- 
ceeding and  finds  that  the  application  for  rehearing  should  be  denied. 

ORDER. 

Coast  Valleys  Gas  and  Electric  Company  having  applied  for  a  rehear- 
ing in  connection  with  this  Commission's  Decision  No.  9397,  in  Case 
No.  1611,  and  the  Commission  finding  no  just  reason  for  the  granting 
of  such  rehearing ; 

It  is  hereby  ordered,  that  the  petition  for  rehearing  in  the  above 
entitled  matter  be  and  the  same  is  hereby  denied. 

Dated  at  San  Francisco,  California,  this  twenty-eighth  day  of  Sep- 
tember, 1921. 


^Decision  No.  9571. 

IN  THB  MATTER  OF  THE  APPLICATION  OF  (\\LIFORNIA  TELEPHONE 
AND  LIGHT  COMPANY  FOR  AN  ORDER  OF  THE  RAILROAD  COM- 
MISSION OF  THE  STATE  OF  (^VLIFORNIA  AUTHORIZING  SAID 
CALIFORNIA  TELEPHONE  AND  LIGHT  COMPANY  TO  ISSUE,  SELL 
AND  DELIVER  TO  THE  FACE  AMOUNT  OF  FIFTY  THOUSAND 
DOLLARS  ITS  FIRST  MORTGAGE  SIX  PER  CENT  GOLD  BONDS 
MATURING  APRIL  1,  1943. 


Application  No.  7118. 
Decided  September  28,  1921. 


Leo  H.  f^u8man,  for  Applicant. 

Benedict,  Commissioner, 

OPINION. 

California  Telephone  and  Light  Company  in  this  application  asks 
permission  to  issue  $50,000  of  its  first  mortgage  6  per  cent  bonds,  due 
April  1,  1943,  and  to  sell  such  bonds  at  not  less  than  85  per  cent  of 
their  face  value  and  accrued  interest. 
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.Applicant  also  asks  permission  to  use  the  proceeds  obtained  from 
the  salp  of  the  bonds  to  reimburse  its  treasury  on  account  of  earnings 
expended  for  plant  extensions,  additions  and  betterments. 

In  Exhibit  No.  1  applicant  reports  that  as  of  June  30,  1921,  it  had 
$1,108,736.66  of  stock  outstanding.  The  outstanding  stock  consists  of 
$764,850  of  common  and  $343,886.66  of  6  per  cent  cumulative  pre- 
ferred. The  exhibit  shows  $557,900  of  first  mortgage  6  per  cent  bondB 
outstanding.  The  current  liabilities  are  reported  at  $77,661.81.  This 
includes  notes  and  accounts  payable,  line  extension  deposits  and  accrued 
interest  and  taxes.  Applicant's  accumulated  surplus  is  reported  at 
$139,569.41,  and  its  reserve  for  accrued  depreciation  at  $83,700.66. 

In  Exhibit  No.  3  applicant  reports  the  net  cost  of  additions  and 
betterments  from  1913  to  and  including  June  30,  1921,  at  $469,272.71. 
Its  Exhibit  No.  4  shows  $279,301.36  realized  from  the  sale  of  bonds 
and  stock,  the  issue  of  which  has  heretofore  been  authorized  by  the 
Commission.  Deducting  the  $279,301.36  from  the  $468,272.71  leaves 
a  balance  of  $188,971.35  of  capital  expenditures,  which  applicant 
alleges  have  not  been  financed  through  the  issue  of  bonds  or  stock. 
Inasmuch  as  applicant  in  this  proceeding  asks  permission  to  issue  only 
$50,000  of  bonds,  it  does  not  appear  to  be  necessary  to  make  a  com- 
plete detailed  check  of  the  reported  uncapitalized  expenditures. 

The  bonds  herein  authorized  to  be  issued  are  not  allocated  against 
any  particular  item  of  expenditure,  but  are  authorized  to  finance 
$50,000  of  the  reported  expenditures  properly  chargeable  to  capital 
account  under  the  classification  of  accounts  prescribed  by  the  Com- 
mission. 

The  testimony  shows  that  applicant's  net  earnings  are  sufficient  to 
permit  the  trustee  under  its  mortgage  to  certify  the  $50,000  of  the 
bonds. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

California  Telephone  and  Light  Company,  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  $50,000  of  bonds,  a  public 
hearing  having  been  held  and  the  Commission  being  of  the  opinion 
that  the  money,  property  or  labor  to  be  procured  or  paid  for  by  such 
issue,  is  reasonably  required  by  applicant,  and  that  the  expenditures 
herein  authorized  are  not  in  whole  or  in  part  reasonably  chargeable  to 
operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  California  Telephone  and  Light  Company 
be  and  it  is  hereby  authorized  to  issue  and  sell  for  cash  at  not  less 
than  85  per  cent  of  their  face  value  and  accrued  interest  $50,000  of  its 
first  mortgage  6  per  cent  gold  bonds,  due  April  1,  1943,  for  the  pur- 
pose of  financing  in  part  capital  expenditures  reported  in  Exhibits 
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*'8''  and  **4,"  and  to  reimburse  applicant's  treasury  on  account  of 
earnings  expended  to  pay  in  part  the  cost  of  constructing  and  acquir- 
ing properties  referred  to  in  said  exhibits.  Only  such  expenditures 
as  are  properly  chargeable  to  capital  account,  in  accordance  with  the 
classification  of  accounts  prescribed  by  the  Commission  shall  be  financed 
through  the  issue  of  the  bonds  herein  authorized. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  California  Telephone  and  Light  Company  shall  keep  such  record 
of  the  issue  and  sale  of  the  bonds  herein  authorized  and  of  the  disposi- 
tion of  the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty- 
fifth  day  of  each  month  a  verified  report,  as  required  by  the  Railroad 
Commission's  General  Order  No.  24,  which  order,  in  so  far  as  applicable, 
is  made  a  part  of  this  order. 

2.  The  authority  herein  granted  will  not  become  effective  until  appli- 
cant has  paid  the  fee  prescribed  in  section  57  of  the  Public  Utilities 
Act,  which  fee  amounts  to  $50. 

3.  The  authority  herein  granted  will  apply  only  to  such  bonds  as 
may  be  issued,  sold  and  delivered  on  or  before  December  31,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-eighth  day  of  Sep- 
tember, 1921. 


Decision  No.  9575. 


IN  THE  MATTER  OF  THE  APPLICAllON  OF  JOSEPH  A.,  CHAS.  S., 
GEOR<5E  A.,  JOHN  G..  AND  ANNIE  MAST,  FOR  THE  ESTATE  OF 
E.  J.  MAST.  1X)R  AUTHORITY  TO  INCREASE  WAREHOUSE  RATES 
AT  ESPARTO,  CALIFORNIA. 


Application  No.  6984. 
Decided  September  29,  1921. 


By  the  Commission. 

OPINION. 

Joseph  A.,  Chas.  S.,  George  A.,  John  G.,  and  Annie  Mast,  for  the 
estate  of  E.  J.  Mast,  operating  under  the  fictitious  name  of  the  Mast 
Warehouse,  located  at  Esparto,  make  application  under  section  63  of 
the  Public  Utilities  Act  for  authority  to  publish  and  make  eflfective 
storage  rate  on  grain  for  the  season  June  first  to  May  thirty-first  of 
the  following  year  of  ^1.25  per  ton. 

Applicant,  through  a  misunderstanding,  has  had  no  proper  tariflE 
on  file  with  this  Commission  for  the  storage  of  grain,  and  the  rate  now 
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proposed  to  be  published  of  $1.25  per  ton  is  the  same  rate  now  being 
charged  by  competing  warehouses  at  Esparto,  Winters,  Capay  and 
other  warehouses  in  the  same  territory. 

The  warehouse  devoted  to  the  service  has  a  claimed  value  of  $7,500. 
The  amount  of  grain  stored  is  small  in  volume,  totaling  373  tons  during 
the  year  1920.  The  total  receipts  during  the  year  1920  were  but 
$410.30.  The  expenses  are  shown  as  $159.60,  and  the  net  earning 
$250.70.  The  amount  given  as  expenses  is  only  for  actual  labor  used 
in  handling  the  tonnage  in  and  out  of  the  warehouse,  and  represents 
no  compensation  whatever  to  the  owners  of  the  property,  nor  is  there 
included  in  the  operating  expenses  any  salaries  for  managing  the 
property. 

The  Commission  is  of  the  opinion  that  this  is  a  matter  in  which  a 
public  hearing  is  not  necessary  and  that  the  application  should  be 
granted. 

ORDER. 

It  is  hereby  ordered,  that  Joseph  A.,  Chas.  S.,  George  A.,  John  G.,  and 
Annie  Mast,  operating  under  the  fictitious  name  of  Mast  Warehouse, 
be  and  the  same  are  hereby  authorized  to  publish  and  file  in  accordance 
with  the  rules  and  regulations  of  the  Railroad  Commission  within 
twenty  (20)  days  from  date  hereof  a  rate  of  $1.25  per  ton  for  the 
storage  of  grain  per  season,  June  first  to  May  thirty-first,  which  rate 
is  found  to  be  just  and  reasonable. 

Dated  at  San  Francisco,  California,  this  twenty-ninth  day  of  Sep- 
tember, 1921. 


Decision  No.  9577. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  TIIOLIIMNE  COUNTY 
ELECTRIC  POWER  AND  LIGHT  COMPANY,  A  CORPORATION,  FOR 
INCREASE  IN  RATES. 


Application  No.  6734. 
Decided  September  30,  1921. 


J.  H.  Cuitin,  for  Applicant. 

J.  T.  B.  Warncj  City  Attorney,  for  City  of  Sonora. 

Martin,  Commissioner. 

OPINION. 

Tnolnmne  County  Electric  Power  and  Light  Company,  hereinafter 
referred  to  as  applicant,  reciuests  authority  to  charge  for  electric  serv- 
ice delivered  to  its  consumers  the  same  rates  that  are  now  in  effect  on 
the  system  of  Pacific  Gas  and  Electric  Company,  lessee,  in  adjacent 
territory;  alleging  as  suflficieat  reason  for  the  increase  that  its  rates 
were  last  fixed  in  1913  and  that  since  that  time  the  rate  which  it  pays 
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for  electric  power  purchased,  the  rate  of  taxation  and  the  salaries  and 
wages  of  its  employees,  have  all  been  increased. 

Tuolumne  County  Electric  Power  and  Light  Company  purchases 
electric  energy  wholesale  at  Sonora  from  the  system  of  Sierra  and  San 
Francisco  Power  Company,  now  operated  under  lease  by  Pacific  Gas 
and  Electric  Company,  and  serves  some  seven  hundred  and  fifty  retail 
consumers  in  Sonora,  Jamestown,  and  vicinity.  This  territory  is  in 
the  original  mining  district  of  California  and  although  agricultural 
and  lumbering  industries  have  been  developed  to  quite  an  extent  appli- 
cant's business  still  varies  considerably  with  the  operation  of  the 
mines.  The  depression  in  the  mining  industry  of  the  past  few  years 
now  appears  to  be  passing  and  a  corresponding  increase  is  shown  in 
applicant's  gross  revenue  in  the  first  six  months  of  the  current  year 
as  compared  with  the  corresponding  period  of  the  previous  year. 

The  rates  of  Tuolumne  County  Electric  Power  and  Light  Company 
were  last  before  the  Commission  in  Case  No.  372,  V.  A.  Solari  et  al.  vs. 
Tuolumne  County  Electric  Power  and  Light  Compcmy,  decided  July 
29,  1913  (Decision  No.  834,  Volume  3,  page  188,  Opinions  and  Orders 
of  the  Railroad  Commission).  This  decision  contains  a  full  description 
of  applicant's  property,  a  discussion  of  its  value  and  of  reasonable 
operating  expenses  under  the  conditions  then  existing.  The  rates 
established  in  that  decision  are  still  in  effect,  applicant  having 
refrained  from  applying  for  authority  to  increase  them  in  the  hope 
that  conditions  would  return  to  normal  and  an  increase  would  not 
be  necessary.  , 

The  rate  which  applicant  paid  for  purchased  enei^y  was  at  the  time 
of  the  previous  decision  $1.25  per  kilowatt  hour.  In  1918  Sierra  and 
San  Francisco  Power  Company  was  authorized  to  increase  this  rate 
by  the  addition  of  a  surcharge  of  1.5  mills  per  kilowatt  hour,  and  in 
1920  Pacific  Gas  and  Electric  Company,  which  had  in  the  meantime 
leased  the  property  of  Sierra  and  San  Francisco  Power  Company,  was 
authorized  to  further  increase  the  rate  by  15  per  cent.  Effective  April 
10,  1921,  this  last  increase  was  reduced  to  6  per  cent,  making  the  rate 
now  paid  slightly  less  than  1.5  cents  per  kilowatt  hour.  The  net  result, 
based  on  applicant's  1920  consumption,  is  an  increase  in  operating 
expenses  of  about  $1,200  per  year. 

Increases  in  taxes  since  the  previous  decision  have  further  increased 
the  operating  expenses  by  about  $750  a  year. 

Operating  as  it  does  a  comparatively  small  system,  consisting  of  a 
distribution  system  only,  applicant  has  a  total  of  but  nine  employees, 
and  personal  contact  between  the  management  and  the  employees  and 
the  friendly  relations  maintained  made  possible  the  postponement  of 
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salary  and  wage  increases  long  since  necessary  in  the  ease  of  larger 
utilities.  Small  increases  in  salaries  and  wages  were  made  at  various 
times  until  about  August,  1920,  when  it  became  necessary  to  bring  the 
amounts  paid  more  nearly  in  line  with  the  wages  paid  by  other  utilities 
and  in  other  industries.  While  the  wages  and  salaries  now  in  eflfect  are 
about  75  per  cent  higher  than  at  the  time  of  the  previous  decision, 
comparison  with  similar  payments  in  other  localities  shows  them  to 
be  very  reasonable.  In  connection  with  its  public  utility  business  appli- 
cant operates  a  contracting  and  merchandise  business  and  as  the 
same  men  engage  in  the  work  of  both  departments  only  part  of  the 
increase  in  wages  will  fall  on  the  utility  business. 

In  the  previous  decision  the  value  of  applicant's  system  for  rate- 
making  purposes  was  found  to  be  Jj)34,475,  which  included  an  allowance 
of  $1,975  for  the  purchase  of  electric  meters  which  would  be  required 
to  completely  eliminate  the  flat-rate  system  then  partially  in  eflfect. 
In  Exhibit  2,  filed  in  this  proceeding,  applicant  shows  an  additional 
investment  totaling  $14,346.17.  An  examination  of  the  books  by  an 
engineer  of  the  Commission  shows  that  many  items  which  might  prop- 
erly have  been  considered  as  charges  to  capital  were  treated  as  replace- 
ments of  property  and  entirely  included  in  operating  expenses,  with 
the  result  that  this  figure  for  additional  investment  is  undoubtedly 
too  low.  However,  as  all  of  the  items  charged  to  maintenance  are 
included  in  operating  expenses  and  are  covered  by  rates,  no  injustice 
to  applicant  will  result  from  the  use  of  the  book  figure  for  the  increase 
in  capital.  The  resulting  figure  for  the  fair  value  of  the  property  as 
of  December  31,  1920,  is  $46,846.  At  the  time  of  the  last  decision  a 
net  revenue  of  $3,792  was  found  reasonable  to  cover  interest  and 
depreciation  and  under  ordinary  conditions  this  sum  could  now  be 
increased  substantially  in  proportion  to  the  increase  in  capital.  As 
above  pointed  out,  however,  many  items  covering  replacements  of 
property  which  would  ordinarily  be  charged  to  capital  and  to  depre- 
ciation reserve  are  on  applicant's  books  charged  entirely  to  main- 
tenance. The  evidence  clearly  shows  that  although  the  Commission 
in  fixing  the  existing  rates  made  what  it  considered  a  proper  allow- 
ance for  the  building  up  of  a  depreciation,  reserve  charges  are  seldom, 
if  ever,  made  against  such  a  resers^e.  While  this  is  to  a  certain  ext«it 
a  matter  of  accounting  detail,  it  is  evident  that  if  operating  expenses 
are  allowed  as  they  appear  in  applicant's  records  and  at  the  same  time 
the  allowance  for  depreciation  as  heretofore  made  is  continued  there 
will  be  a  duplication  of  charges  against  applicant's  consumers.  The 
full  allowance  for  depreciation  as  made  in  the  past  need  not  be  con- 
tinued and  it  is  my  conclusion  that  a  net  annual  revenue  of  $5,000  may, 
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for  the  purposes  of  this  proceedinjj,  be  considered  as  ample  for  depre- 
ciation and  return.  In  addition,  the  sum  of  $263.77  per  year  allowed 
in  the  previous  decision  for  the  amortization  over  a  ten-year  period 
of  the  value  of  the  line  from  an  abandoned  generating  plant  should  be 
continued. 

The  following  table,  compiled  from  figures  submitted  by  applicant 
shows  the  effect  of  the  increase  in  its  expenses  and  also  the  revenues 
and  expenses  which  the  evidence  shows  are  likely  to  obtain  in  the  imme- 
diate future: 

TABLE  I. 

Tuolumne  County   Electric   Power  and   Light  Company:     Revenues  and   Expenses — 

Actual  and  Estimated. 

January-June,        Januar7*l>cenil)er.      January-Juue.  E  tiinate  for 

1920  1920  1921  one  year 

Revenue $12,628  17  $20,155  70  $13,684  17  $28,200  00 

Expense: 

Electric   energy 3,565  80  7.38i)  20  4,150  78  8,070  00 

Superintendence     and 

labor    1,550  00  3,800  00  2,200  00  4,400  00 

Repairs  and  maintenance  2,585  74  5,278  24  3,015  43  6,025  00 

Miscel.  general  expense.  1,505  27  2.898  m  1,<]38  71  3,275  00 

Taxes    789  26  1,437  32  l,a34  40  2,225  00 

General  officers*  salaries  100  00  200  00  100  00  200  00 

Insurance 101  08  202  16  98  45  200  00 

Legal   expense 175  00  350  00  125  00  250  00 

Total    $10,472  15        $21,554  98        $12,362  77         $24,645  00 

Net    for    depreciation    and 

return   2,156  02  4,600  72  1,321  40  3,555  00 

From  the  above  it  will  be  notetl  that  in  spite  of  an  increase  in  invest- 
ment of  about  50  per  cent  the  net  earning  available  for  depreciation 
and  return  will  be  less  than  that  allowed  nine  years  ago,  and  falls 
about  $1,500  short  of  the  amount  already  found  reasonable.  This  is  a 
time  when  any  modification  in  prices  is  expected  to  be  downward,  but 
it  must  be  remembered  that  the  general  decrease  in  prices  is  occasioned 
entirely  by  the  passing  of  the  high  prices  which  prevailed  during  the 
war  and  the  period  of  inflation  immediately  following,  while  in  the 
case  of  this  applicant  there  has  been  no  increase  in  rates  since  1913. 
The  prices  of  but  very  few  commodities  have  remained  at  pre-war 
levels  and  the  price  of  applicant's  service  could  hardly  have  done  so 
except  for  the  unusual  circumstances  which  existed. 

Careful  consideration  of  applicant's  probable  revenues  and  expenses 
and  the  effect  of  a  change  to  the  present  rates  of  the  Pacific  Gas  and 
Electric  Company,  lessee,  shows  that  the  entire  amount  of  increase 
applied  for  will  not  be  required.  A  large  proportion  of  applicant's 
revenue  comes  from  the  sale  of  electricity  for  lighting  and  the  rate 
schedule  in  the  order  which  accompanies  this  opinion,  while  lower  than 


41—13711 

Digitized  by 


Google 


642  CALIFORNU   RAILROAD   COMMISSION   DECISIONS. 

• 

that  applied  for,  is  designed  to  afford  all  nece*ssary  relief.  This  sehedr 
ule  provides  a  rate  of  9^  cents  per  kilowatt  hour  for  the  first  thirty 
kilowatt  hours  per  month,  as  compared  with  the  rate  of  8  cents  per 
kilowatt  hour  for  the  first  fifty  kilowatt  hours  per  month  now  in  effect 
on  applicant's  system  and  the  corresponding  rate  of  10.6  cents  on  the 
system  of  The  Sierra  and  San  Francisco  Power  Company. 
I  recommend  the  following  form  of  order: 

ORDER. 

Tuolumne  County  Electric  Power  and  Light  Company  having 
applied  to  the  Railroad  Commission  for  authority  to  increase  its  rates 
for  electric  service,  a  public  hearing  having  been  held,  the  matter 
having  been  submitted  and  being  now  ready  for  decision: 

The  Railroad  Commission  hereby  finds  as  a  fact  that  Schedule  **A" 
of  Tuolumne  County  Electric  Power  and  Light  Company  is  unjust  and 
unreasonable  in  so  far  as  it  differs  from  the  rate  herein  set  forth, 
which  is  hereby  found  to  be  a  just  and  reasonable  rate  for  electric 
lighting  service  supplied  by  Tuolumne  County  Electric  Power  and 
Light  Company. 

Rasing  its  order  on  the  foregoing  finding  of  fact  and  on  the  other 
findings  of  fact  contained  in  the  opinion  which  precedes  this  order; 

H  is  hereby  ordered ^  that  Tuolumne  (-ounty  Electric  Power  and 
Light  Company  be  and  it  is  authorized  to  cancel  its  existing  Schedule 
**A*'  and  in  lieu  thereof  to  charge  and  collect  for  electric  lighting 
service  the  following  rate,  effective  for  bills  based  on  meter  readings 
taken  on  and  after  October  25,  1921: 

SCHEDULE  ''A" 
General  Lighting  Service. 

Applicable  to  goueral  residence  and  commercial  lighting  service  in  the  entire  terri- 
tory served  by  the  company. 

The  first    30  kilowatt  hours  per  meter  per  month 9.5  cents  per  kilowatt  hour 

llie  next  V20  kilowatt  hours  per  meter  i)er  month 7     cents  per  kilowatt  hour 

The  next  ITHJ  kilowatt  hours  per  meter  per  month 5     cents  i)er  kilowatt  hour 

All  over  300  kilowatt  hours  per  meter  per  month 3     cents  per  kilowatt  hour 

Minimum  Ch<ir<jc. 

In  the  city  of  Sonora $1  00  per  meter  per  month 

Outside  of  the  city  of  Honora 1  25  per  meter  per  month 

The  foregoing  opinion  and  order  are  approved  and  ordered  filed 
as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State  of 
California. 

Dated  at  San  Praneiseo,  California,  this  thirtieth  day  of  September, 
1921. 
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Decision  No.  9583. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  NELSON  M.  VAN  FLEET, 
AS  SOLE  SURVIVING  TRUSTEE,  FOR  CALIFORNIA  VINEYARDS 
AND  IMPROVEMENT  COMPANY,  A  DEFUNCT  (CORPORATION,  TO 
ASSIGN  AND  TRANSFER  ALL  OF  ITS  PROPERTY  TO  NELSON  M. 
VAN  FLEET. 


Application  No.  7083. 
Decided  October  3,  1921. 


Leonard^  8urr  and  Uellycr^  by  George  \V,  Hellycr^  for  Applicant. 
L,  Baird,  for  Daisy  S.  Baird. 

Bt  the  Commission. 

OPINION. 

In  this  application  the  Railroad  Commission  is  asked  to  make  its 
order  authorizing  Nelson  M.  Van  Fleet  to  acquire  the  properties  of 
California  Vineyards  and  Improvement  Company,  a  defunct  cor- 
poration. 

A  public  hearing  was  held  before  Examiner  Williams  in  Los  Angeles 
on  September  26,  1921. 

The  record  shows  that  California  Vineyards  and  Improvement 
Company,  which  was  incorporated  on  January  19,  1907,  forfeited  its 
charter  in  March,  1921,  for  nonpayment  of  its  franchise  tax.  At  that 
time,  Nelson  M.  Van  Fleet  owned  all  of  the  outstanding  stock  of  a  par 
value  of  $2,560,  with  the  exception  of  four  shares  held  by  directors. 
Following  the  forfeiture  of  the  charter,  these  four  shares  were  trans- 
ferred and  assigned  to  Nelson  M.  Van  Fleet,  who  thus  became  sole 
owner  of  all  the  outstanding  stock  and  trustee  of  the  properties. 

The  testimony  of  Benton  Ballou,  formerly  secretary  of  California 
Vineyards  and  Improvement  Company,  shows  that  of  the  authorized 
stock  issue  of  $150,000,  only  about  two-fifths  had  ever  been  issued, 
and  that  of  this  amount  all  but  2560  shares  ($2,560)  had  been 
reacquired  by  the  company  for  nonpayment  of  assessments  levied  upon 
the  stockholders. 

L.  Baird,  representing  Daisy  S.  Baird,  formerly  a  stockholder  in  the 
company,  entered  an  appearance  to  ascertain  whether  the  assessments 
had  been  paid  on  the  $2,560  of  stock  held  by  Van  Fleet.  After  the  tes- 
timony had  been  given,  Mr.  Baird  expressed  himself  satisfied  that  these 
assessments  had  been  paid  and  withdrew  any  objection  to  the  proposed 
transfer. 

California  Vineyards  and  Improvement  Company  has  been  distribut- 
ing water  for  domestic  use  to  the  inhabitants  of  North  Cucamonga, 
San  Bernardino  County,  as  a  public  utility.  The  record  shows  that 
there  are  about  80  services  on  the  system,  all  metered,  and  that  the 
gross  annual  income  is  about  $1,152. 
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The  properties  consist  of  20  shares  of  stock  of  Cucamonga  Water 
Company,  a  mutual  concern — the  source  of  supply  of  this  utility — 
and  a  small  distributing  system,  all  of  an  estimated  value  of  $3,000. 
On  account  of  the  small  operations,  Nelson  M.  Van  Fleet  is  of  the 
opinion  that  service  can  be  more  economically  and  efficiently  given  if 
performed  by  an  individual,  rather  than  by  a  corporation. 

It  is,  of  course,  understood  that  the  granting  of  this  application  does 
not  relieve  Nelson  M.  Vdn  Fleet  of  the  public  utility  duties  formerly 
performed  by  California  Vineyards  and  Improvement  Company. 

ORDER. 

Application  having  been  made  to  the  Railroad  Commission  for 
authority  to  transfer  property,  a  public  hearing  having  been  held  and 
the  Railroad  Commission  being  of  the  opinion  that  the  application 
should  be  granted ; 

It  15  hereby  ordered,  that  Nelson  M.  Van  Fleet,  as  trustee  for  the 
stockholders  of  California  Vineyards  and  Improvement  Company,  be 
and  he  is  hereby  authorized  to  transfer  and  assign,  and  Nelson  M.  Van 
Fleet  individually  be  and  he  is  hereby  authorized  to  acquire  all  the 
properties  formerly  owned  by  California  Vineyards  and  Improvement 
Company  and  now  held  by  Nelson  M.  Van  Fleet  as  trustee. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

(1)  Nelson  M.  Van  Fleet,  within  thirty  days  after  the  transfer  of 
the  properties  herein  authorized,  shall  file  with  the  Commission  a 
verified  copy  of  the  instrument  by  which  such  transfer  is  effected. 

(2)  The  authority  herein  granted  shall  not  be  interpreted  as  reliev- 
ing Nelson  M.  Van  Fleet  as  successor  of  California  Vineyards  and 
Improvement  Company,  of  any  of  the  public  utility  duties  or  obliga- 
tions formerly  performed  by,  or  encumbent  upon,  California  Vine- 
yards and  Improvement  Company. 

(3)  The  authority  herein  granted  shall  apply  only  to  such  prop- 
erties as  may  be  transferred  on  or  before  November  15,  1921. 

Dated  at  San  Francisco,  California,  this  third  day  of  October,  1921. 


Decision  No.  9584. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  BAY  CITIES  TRANSPORTA- 
TION COMPANY,  A  CORPORATION,  FOR  AN  ORDER  AUTHORIZING 
IT  TO  ISSUE  COMMON  STOCK. 


Application  No.  7189. 
Decided  October  4,  1921. 


James  A»  BallentinCf  for  Applicant. 
Benedict,  Commissioner, 
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OPINION. 

In  this  application,  Bay  Cities  Transportation  Company  asks  per- 
mission to  issue  $49,997  of  its  capital  stock  to  Phebe  M.  Rideout. 

Bay  Cities  Transportation  Company  was  incorporated  on  or  about 
June  27,  1916,  with  an  authorized  capital  stock  of  $50,000  divided 
into  50,000  shares  of  the  par  value  of  one  dollar  each.  The  company 
was  originally  incorporated  under  the  name  of  the  B  Line  Transfer 
Company,  but  subsequently  the  Superior  Court  in  and  for  the  city 
and  county  of  San  Francisco  made  and  entered  its  judgment  and 
decree  changing  the  name  of  the  applicant  to  Bay  Cities  Transporta- 
tion Company. 

Applicant's  business  consists  of  the  transportation  of  freight  between 
San  Francisco  and  Oakland  and  of  a  general  drayage  business.  As  of 
August  1,  1921,  it  reports  assets  and  liabilities  as  follows: 

Assets : 

Franchise   $9,000  00 

Equipment    46,753  01 

Cash    7/»03  ns 

Accounts  receivable 15,(>58  03 

Supplies    005  00 

Unearned  insurance 1,118  OT) 

Total  assets $80,030  42 

LiabUities : 

Capital  stock $50,000  00 

Premium  on  stock 7,005  98 

Notes  payable 5,000  00 

Accounts  payable   0,570  00 

Surplus ll,9TfJ  38 

Total  liabilities $80,039  42 

It  is,  of  course,  understood  that  the  Railroad  Commission  does  not, 
at  this  time,  pass  upon  the  values  claimed  by  applicant  for  its  assets, 
and  especially  as  to  the  value  claimed  for  the  item  of  ^'franchise." 

The  record  shows  that  in  July,  1916,  Phebe  M.  Rideout  transferred 
and  assigned  to  applicant  certain  properties  in  exchange  for  $16,000 
of  stock.  These  properties,  which  had  an  estimated  value  in  excess  of 
$16,000  and  which  are  reported  necessary  and  useful  to  applicant,  are 
described  in  Exhibit  ''A''  filed  in  this  proceeding. 

It  further  appears  that  since  July,  1916.  Phebe  M.  Rideout  has 
advanced  to  applicant  the  sura  of  $41,092.98,  in  payment  of  which 
Phebe  M.  Rideout  has  agreed  to  accept  the  remaining  unissued  stock 
of  $33,997.  V.  M.  Schroeder,  applicant's  secretary,  testified  that  the 
$41,092.98  was  used  to  purchase  barges,  motor  trucks  and  other  equip- 
ment, and  to  maintain  and  improve  the  company's  service  and 
facilities. 
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Applicant  has  heretofore  filed  with  the  Commissioner  of  Corpora- 
tions, applications  for  permission  to  issue  the  $49,997  of  stock,  and 
has  received  such  permission  from  the  Commissioner. 

The  $49,997  par  value  of  stock  was  issued  to  Phebe  M.  Rideout  in 
payment  for  the  properties  and  advances  mentioned  under  the  author- 
Hy  granted  by  the  Commissioner  of  Corporations.  Through  inadver- 
tence or  misunderstanding,  the  company  did  not  until  recently  file  an 
upplication  with  this  Commission.  I  am  of  the  opinion  that  stock 
issued  by  applicant  without  an  order  from  the  Railroad  Commission 
is  void  under  section  52  of  the  Public  Utilities  Act,  and  that  appli- 
cant should  cancel  the  stock  certificates  heretofore  issued  and  issue 
new  certificates  in  lieu  thereof.  I  find  that  the  assets  of  Bay  Cities 
Transportation  Company  are  ample  to  permit  of  the  issue  of  the 
$49,997  of  stock. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Bay  Cities  Transportation  Company  having  applied  to  the  Railroad 
Commission  for  permission  to  issue  $49,997  of  stock,  a  public  hearing 
having  been  held  and  it  appearing  to  the  Railroad  Commission  that 
the  money,  property  or  labor  to  be  procured  or  paid  for  by  such  issue 
is  reasonably  required  for  the  purpose  or  purposes  specified  herein,  and 
that  the  expenditures  for  such  purpose  or  purpases  are  not  in  whole 
or  in  part  reasonably  chargeable  to  operating  expenses  or  to  income; 

It  is  hereby  ordered,  that  Bay  Cities  Transportation  Company  be 
and  it  is  hereby  authorized  to  issue  to  Phebe  M.  Rideout,  on  or  before 
December  31,  1921,  49,997  shares  ($49,997)  of  its  capital  stock  to  pay 
for  the  properties  described  in  Exhibit  **A''  and  refund  the  $41,092.98 
of  advances  made  by  her ;  provided, 

(1)  That  the  stock  certificates  issued  without  an  order  from  the 
Railroad  Commission  be  returned  to  applicant's  treasury  and  canceled, 
and  the  stock  herein  authorized  issued  in  lieu  thereof. 

(2)  That  Bay  Cities  Transportation  Company  keep  such  record  of 
the  issue  and  disposition  of  the  stock  herein  authorized  as  will  enable 
it  to  file  on  or  before  the  twenty-fifth  day  of  each  month  a  verified 
report,  as  required  by  tlie  Railroad  Commission's  General  Order  No. 
24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  October, 
1921. 
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Decision  No.  9585. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  POSTAL  TELEGRAPH- 
CABLE  COMPANY  FOR  PERMISSION  TO  ABANDON  CERTAIN 
OFFICES. 


Application  No.  7221. 
Decided  October  4,  1921. 


By  the  Commission. 

OPINION. 

Applicant  herein  seeks  to  abandon  certain  offices  heretofore  main- 
tained in  the  State  of  California  under  a  contractual  arrangement  with 
the  Atchison,  Topeka  and  Santa  Fe  Railway,  the  assignee  and  suc- 
cessor in  interest  of  the  San  Francisco  and  San  Joaquin  Railway.  This 
contract  was  executed  in  1895,  has  now  expired,  and  the  railroad  com- 
pany has  made  arrangements  with  the  Western  Union  Telegraph  Com- 
pany for  continuance  of  the  telegraph  service  heretofore  rendered  by 
the  Postal  (Company  at  the  stations  in  (juestion.  Under  such  circum- 
stances, it  is  apparent  that  the  public  interest  will  not  be  injuriously 
affected  by  the  change,  and  that  the  application  slumld  be  granted. 
We  do  not  believe  that  a  public  hearing  is  necessary,  but  will  require 
that  reasonable  notice  be  given  to  the  public  of  the  change  in  service. 

ORDER. 
Application  having  been  filed  by  the  Postal  Telegraph-Cable  Com- 
pany for  permission  to  abandon  certain  offices,  and  it  appearing  to  the 
satisfaction  of  the  Commission  that  this  is  not  a  matter  in  which  a 
public  hearing  is  necessary,  and  that  the  application  should  be 
granted ; 

li  is  hereby  ordered,  that  the  applicant  be  and  it  is  hereby  author- 
ized to  permanently  discontinue  service  and  to  abandon  the  offices  here- 
tofore maintained  by  it  at  the  following  named  stations  on  the  line 
of  the  Atchison,  Topeka  and  Santa  Fe  Railway  Company : 

AUensworth,  Angiola,  Antioch,  Bay  Point,  Bowles,  Corcoran, 
Conejo,  Cutler,  Del  Rey,  Denair,  Kscalon,  Empire,  Glen  Frazer, 
Guernsey,  Holt,  Ilughson,  Knightsen,  Laton,  Le  Grand,  Merced,  Mid- 
dle River,  Muir,  North  Dinuba,  Oakley,  Orwood.  Parlier,  Pinole,  Pitts- 
burg, Planada,  Riverbank,  Reedley,  Richmond,  Shafter,  Sharon,  San 
Pablo,  Storey,  Sultana,  Tulare,  Wasco,  Waukena,  and  Winton. 

Provided,  that  said  discontinuance  of  service  and  the  abandonment 
of  offices  shall  be  done  as  of  midnight,  October  15,  1921,  and  that  at 
least  seven  (7)  days  prior  to  said  discontinuance  and  abandonment 
the  applicant  shall  cause  to  be  posted  in  each  of  said  offices  a  notice 
to  the  public,  stating  that  such  service  will  be  terminated  and  that  the 
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service  of  the  Western  Union  Telegraph  Company  will  be  thereafter 
substituted. 

Dated  at  San  Francisco,   California,  this  fourth  day  of  October, 
1921. 


Decision  No.  9586. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  CALIFORNIA  OREGON 
POWER  COMPANY,  A  CORPORATION,  FOR  AN  ORDER  OF  THE 
RAILROAD  COMMISSION  OF  THE  STATE  OF  CALIFORNIA, 
AUTHORIZING  THE  ISSUANCE  OF  BONDS. 


Application  No.  7169. 
Decided  October  4,  1921. 


Morriaorif  Dunne  and  Broheck^  by  Herman  Phlcger^  for  Applicant. 

Benedict,  Commissioner, 

OPINION. 

The  California  Oregon  Power  Company  asks  permission  to  issue 
$151,000  of  its  Series  **A''  first  and  refunding  mortgage  gold  bonds. 
The  company  proposes  to  sell  the  bonds  at  not  less  than  95  per  cent  of 
face  value  plus  accrued  interest,  and  to  use  the  proceeds  to  reimburse 
its  treasury  on  account  of  moneys  expended  to  retire  underlying 
bonds. 

The  $151,000  of  bonds  are  part  of  an  authorized  issue  of  $10,000,000 
of  first  and  refunding  mortgage  sinking  fund  gold  bonds,  and  are 
secured  by  a  mortgage  which  the  Railroad  Commission  authorized  to 
be  executed  by  Decision  No.  9190,  dated  June  30,  1921,  as  amended. 
The  bonds  it  is  now  proposed  to  issue  are  dated  February  1,  1921, 
bear  interest  at  1\  per  cent  per  annum,  mature  February  1,  1941, 
and  are  subject  to  redemption  on  any  interest  date  upon  the  payment 
of  principal  and  interest  and  a  premium  of  10  per  cent  if  redeemed 
prior  to  February  1,  1931,  and  of  principal  and  interest  and  a  premium 
equal  to  1  per  cent  of  the  principal  thereof  for  each  year  or  fraction 
of  the  unexpired  term,  if  redeemed  subsequent  to  February  1,  1931. 

The  mortgage,  among  other  things,  reserves  $1,151,000  of  bonds  for 
the  purpose  of  retiring,  refunding  or  discharging  underlying  bonds. 
The  amount  of  underlying  bonds  outstanding  on  the  date  of  the  execu- 
tion of  the  mortgage  is  reported  as  follows : 

(a)  $618,000  of  Rogue  River  Electric  Company  5  per  cent  bonds,  due  July 
1,1937; 

(6)  135,000  of  Siskiyou  Electric  Power  Company  G  per  cent  bonds,  due  Jan- 
uary 1,  1923; 

(c)  53,000  of  Siskiyou  Electric  Power  and  Light  Company  5  per  ceot  bonds, 

due  May  1,  1938; 

(d)  345,000  of  Klamath  Power  Company  6  per  cent  bonds,  due  April  1,  1931. 
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The  testimony  of  John  D.  McKee,  applicant's  president,  shows  that 
on  the  date  of  the  execution  of  applicant's  first  and  refunding  mort- 
gage, there  was  due  the  sinking  fund  of  the  Siskiyou  Electric  Power 
Company  bonds,  the  sum  of  $56,700;  of  the  Siskiyou  Electric  Power 
and  Light  Company  bonds,  the  sum  of  $4,240 ;  of  the  Klamath  Power 
Company  bonds,  the  sum  of  $99,750;  that  subsequently  these  sinking 
fund  payments  were  made;  and,  further,  that  there  has  been  retired 
tbrough  the  operations  of  the  sinking  funds  $7,000  of  Rogue  River 
Electric  Company  bonds,  $78,000  of  Siskiyou  Electric  Power  Company 
bonds,  and  $75,000  of  Klamath  Power  Company  bonds,  leaving  out- 
standing $991,000  of  underlying  bonds.  These  $160,000  of  underlying 
bonds  were  retired  at  a  cost  of  $157,370. 

He  also  reports  that  the  company  has  deposited  with  the  trustee  a 
sufficient  amount  of  money  to  retire  the  entire  amount  of  outstanding 
bonds  of  Siskiyou  Electric  Power  C'ompany  and  Siskiyou  Electric 
Power  and  Light  Company.  This  money  was  deposited  for  the  reason 
that  the  bonds  of  these  two  companies  constitute  a  lien  on  the  Copco 
plant,  and  it  became  necessary  to  arrange  for  their  payment  so  as  to 
make  the  new  first  and  refunding  mortgage  a  first  lien  on  these 
properties. 

In  addition  to  the  $991,000  of  underlying  bonds,  applicant  reports 
issued  and  outstanding  the  $1,849,000  of  first  and  refunding  bonds 
which  were  authorized  to  be  issued  by  Decision  No.  8731,  dated  March 
10,  1921,  as  amended.  As  stated,  applicant,  at  this  time,  desires  to 
refund  underlying  bonds  only  to  the  extent  of  $151,000.  John  D. 
McKee  testified  that  neither  the  total  outstanding  bonded  debt  of  the 
company  nor  the  effective  interest  rate  paid  by  applicant  would  be 
increased. 

Applicant  reports  that  it  has  outstandinjs:  $6,661,100  of  stock,  con- 
sisting of  $4,441,100  of  common  and  $2,220,000  of  7  per  cent  non- 
assessable preferred  stock.  In  Decision  No.  8723,  dated  March  10, 
1921,  pursuant  to  which  this  stock  was  issued,  the  cost  or  value  of  the 
properties  of  California  Oregon  Power  Company,  applicant's  prede- 
cessor, is  reported  at  $7,693,070.84. 

I  believe  the  application  should  be  granted  and  herewith  submit  the 
following  form  of  order: 

ORDER. 

The  California  Oregon  Power  Company  having  applied  to  the  Rail- 
road Commission  for  permission  to  issue  $151,000  of  bonds,  a  public 
hearing  having  been  held  and  the  Railroad  Commission  being  of  the 
opinion  that  the  money,  property  or  labor  to  be  procured  or  paid  for 
by  such  issue  is  reasonably  required  for  the  purpose  or  purposes  speci- 
fied herein,  and  that  the  expenditures  for  such  purpose  or  purposes 


Digitized  by 


Google 


650  CALIFORNIA   RAILROAD   COMMISSION   DECISIONS. 

are  not  in  whole  or  in  part  reasonably  chargeable  to  operating  expenses 
or  to  income ; 

It  is  hereby  ordered,  that  The  California  Oregon  Power  Company  be 
and  it  is  hereby  authorized  to  issue  and  sell,  on  or  before  December  31, 
1921,  at  not  less  than  95  per  cent  of  face  value,  plus  accrued  interest, 
$151,000  of  its  Series  **A''  first  and  refunding  mortgage  bonds  and 
to  use  the  proceeds  to  reimburse  its  treasury'-  because  of  moneys 
expended  to  pay  underlying  bon'ds  referred  to  in  this  application. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  Applicant  shall  keep  such  record  of  the  issue  and  sale  of  the 
bonds  herein  authorized  and  of  the  disposition  of  the  proceeds  as  will 
enable  it  to  file,  on  or  before  the  twenty-fifth  day  of  each  month,  veri- 
fied reports,  as  required  by  the  Railroad  Commission's  General  Order 
No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of  this  order. 

2.  The  authority  herein  granted  will  not  become  effective  until  appli- 
cant has  paid  the  fee  prescribed  by  section  57  of  the  Public  Utilities 
Act,  which  fee  is  $151. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  October, 
1921. 


Decision  No.  9587. 

O.  P.  MILLS 

vs. 

SAX  JOSE  WATER  WORKS  AND  T.  H.  IIBRSCHBACH. 


Case  No.  1609. 
Decided  October  4,  1921. 


Wateb  Utility — Intrusion  Into  Territory. — It  is  held  that  where  a  district  lies 
within  the  service  area  of  two  utilities,  the  wishes  of  the  pensons  desiring  the 
service  are  controlling. 

E.  M.  Ro9€nthal^  for  Complainant. 

Joseph  R.  Hylaiid,  for  San  Jose  Water  Works. 

Henry  G.  Hill,  for  T.  11.  Ilerschbach. 

By  the  Commission. 

OPINION. 

O.  P.  Mills,  the  complainant  in  the  above  entitled  proceeding,  owns 
and  operates  a  public  utility  water  system  in  a  district  adjacent  to  the 
city  of  San  Jose,  more  particularly  described  as  the  area  bounded  by 
Malone  road,  Lincoln  avenue,  Minnesota  avenue,  Northern  road  and 


Digitized  by 


Google 


CALIFORNIA  RAILROAD  COMMISSION  DECISIONS.  651 

Almaden  avenue.     He  alleges  to  have  served  this  area  for  the  past 
20  years. 

Defendant  Hersehbach  is  subdividing  a  tract  of  land  adjacent  to  the 
intersection  of  Minnesota  and  Lincoln  avenues  and  within  the  terri- 
tory alleged  to  have  been  served  by  Mr.  Mills.  Complainant  alleges  it 
is  contemplated  that  the  San  Jose  Water  Works  will  construct  pipes 
and  serve  this  subdivision,  thereby  depriving  him  of  business  to 
which  he  is  rightfully  entitled,  the  loss  of  which  will  cause  him  injury 
and  damage,  and  asks  in  effect  that  this  Commission  prevent  the  intru- 
sion of  the  San  Jose  Water  Works  into  the  territory  described. 

Both  defendants  filed  answers  in  which  they  enter  a  general  denial 
of  the  allegations  of  the  complaint. 

A  public  hearing  was  held  in  this  matter  at  San  Jose  on  September 
14,  1921,  by  Examiner  Satterwhite. 

It  appears  from  the  evidence  that  although  complainant  has  served 
consumers  in  the  vicinity  of  the  subdivision  now  being  placed  upon  the 
uiarket  by  defendant  Hersehbach,  he  has  never  served  consumers 
located  upon  this  tract  itself.  It  appears  that  the  San  Jose  Water 
Works  also  has  mains  in  this  vicinity,  and  has  actually  served  the  only 
consumer  of  water  heretofore  Immted  upon  the  tract  in  question.  It 
also  appears  that  of  the  two  utilities  available  for  service  at  this  loca- 
tion, the  owner  prefers  the  service  of  the  San  Jose  Water  Works  to 
that  of  complainant. 

From  the  evidence  it  seems  clear  that  the  service  habitually  fur- 
nished by  the  San  Jose  Water  Works  is  at  least  equal  if  not  superioY* 
to  that  furnished  by  the  complainant.  San  Jose  Water  Works  intends 
to  inaugurate  a  program  of  construction  in  this  vicinity,  with  the  idea 
of  increasing  the  capacity  of  mains  and  also  increasing  the  area  capable 
of  being  served.  As  a  result  of  this  expressed  intention  on  the  part 
of  the  San  Jose  Water  Works,  several  residents  of  Lincoln  avenue  have 
applied  to  this  company  for  service,  although  the  mains  of  complainant 
lie  in  the  street  in  front  of  their  property. 

It  would  therefore  appear  from  the  foregoing  that  the  tract,  over 
the  service  of  which  the  present  controversy  has  arisen,  lies  within  the 
service  area  of  each  of  these  utilities;  that  the  defendant,  San  Jose 
Water  Works,  is  better  able  to  furnish  high-grade  service  than  is  com- 
plainant; that  the  preference  of  the  owner  of  this  tract  is  for  the  serv- 
ice of  the  San  Jose  Water  Works,  and  that  the  only  service  to  this 
tract  heretofore  given  was  by  this  company.  In  view  of  these  circum- 
stances it  seems  but  fair  that  the  wishes  of  the  persons  desiring  service 
be  respected,  since  no  obligation  exists  compelling  them  to  receive  serv- 
ice from  complainant,  Mills. 
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ORDER. 

0.  p.  Mills,  owner  and  proprietor  of  a  public  utility,  having  com- 
plained to  this  Commission  of  an  alleged  invasion  of  territory  by 
another  utility,  namely,  the  San  Jose  Water  Works,  and  in  effect  pray- 
ing for  an  order  restraining  San  Jose  Water  Works  and  T.  H.  Hersch- 
bach  from  installing  water  mains  and  rendering  water  service  on  a 
certain  tract  adjacent  to  the  corner  of  Lincoln  and  Minnesota  avenues, 
a  public  hearing  having  been  held  and  the  matter  having  been  sub- 
mitted and  being  now  ready  for  decision,  and  it  appearing  to  this 
Commission  that  the  complaint  herein  should  be  dismissed ; 

It  is  hereby  ordered,  that  the  complaint  herein  be  and  it  is  hereby 
dismissed. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  October, 
1921. 


Decision  No.  9593. 


IN  THE  MATTER  OF  THE  FAILURE  OF  WOODWORTII  CAMPBELL, 
AGENT,  IN  THE  NAME  AND  ON  BEHALF  OF  N.  FAY  AND  SON: 
WHEELER  TRANSPORTATION  COMPANY;  VEHMEYER  TRANS- 
PORTATION COMPANY;  RIO  VISTA  LIGHTERAGE  (X^MPANY: 
HERINGER  AND  SCOTT;  AND  ISLAND  TRANSPORTATION  COM- 
PANY, COMMON  CARRIERS,  TO  COMPLY  WITH  THAT  PART  OF 
DECISION  NO.  7986,  OF  AUGUST  23,  1920,  OF  THE  RAILROAD 
COMMISSION  OF  THE  STATE  OF  CALIFORNIA,  DIRECTING  AND 
REQUIRING  EACH  OF  SAID  APPLICANTS  IN  THE  PROCEEDING 
COVERED  BY  SAID  DECISION  TO  KEEP  METHODICAL  AND  COM- 
PREHENSIVE RECORDS  OF  REVENUES  AND  EXPENSES,  AND  ON 
MARCH  15,  1921,  TO  FURNISH  THE  COMMISSION  WITH  A  FULL 
REPORT  OF  REVENUES,  EXPENSES.  VALUATION  OF  PROPERTY, 
DEPRECIATION  ACCOUNT,  ETC.,  COVERING  OPERATIONS  UNDER 
THE  INCREASED  RATES  AUTHORIZED  IN  AFORESAID  DECISION, 
FOR  THE  FIRST  SIX  MONTHS,  SEPTEMBER,  11)20,  TO  FEBRUARY, 
1921,  INCLUSIVE. 


Case  No.  1641. 

Decided  October  6,  1921. 

(On  the  Commission's  own  motion.) 


Wateb  Transportation  Rates — Test  or  Reasonableness. — The  test  of  the 
reasonableness  of  an  entire  rate  structure  covering  the  traffic  of  a  number  of 
competing  carriers  i«  the  result  obtained  from  the  business  as  a  whole.  This 
differs  from  the  test  of  reasonableness  of  individual  rates  on  specific  com- 
modities between  definite  points. 

Rates — Reasonableness  of — Voluntary  Reduction  Recommended. — While  find- 
ing the  rates  complained  of  not  unreasonable  from  the  standpoint  of  net  results 
to  the  companies,  the  Commission  recommended  that  the  carriers  offer  a  volun- 
tary reduction  of  20  per  cent  on  principal  commodities  as  a  matter  of  public 
policy  and  to  meet  economic  conditions. 

Frank  8,  Britiain  and  2\  C.  NeUont  for  Solano  County  Farm  Bureau  et  al.,  Com- 
plainants, and  Califoniia  Farm  Bureau  Federation. 
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Sanhorrif  Roehl  and  Smith,  by  Arthur  B,  Roehl,  for  River  Transportation  Company, 
Fred  F.  Ball,  Heringer  and  Scott»  Island  Transportation  Company,  Rio  Vista 
Lighterage  Company,  Sheckler-Hoffman  Transportation  Company,  and  Wheeler 
Transportation  Company,  Defendants. 

Creed,  Jones  and  Dall,  by  C\  O.  Dull,  for  N.  Fay  and  Son,  Defendants. 

«/.  C.  Sommers,  for  Stockton  Chamber  of  Commerce. 

LovELAND  AND  Mabtin,  Commissioners, 

OPINION. 

This  is  a  proceeding  initiated  under  date  July  11,  1921,  on  this 
Commission's  own  motion,  calling  upon  carriers  named  above  to  appear 
and  show  cause  for  failure  to  comply  with  the  terms  of  Decision  No. 
7986,  in  Application  No.  5841,  decided  August  23,  1920. 

In  this  decision  applicants  were  instructed  to  keep  methodical  and 
comprehensive  records  of  revenues  and  expenses  and  to  furnish  the 
Commission,  on  March  15,  1921,  with  a  full  report  of  the  revenues  and 
expenses,  and  the  valuation  of  the  property,  depreciation,  etc.,  cover- 
ing operations  under  the  rates  authorized  in  the  decision  for  the  six 
months'  period,  September,  1920,  to  February,  1921,  inclusive.  From 
these  reports  the  Commission  was  to  determine  whether  or  not  further 
action  would  become  necessary  in  connection  with  the  rates  authorized. 
The  increases  permitted  to  go  into  effect  August  27,  1920,  were  esti- 
mated to  range  from  24  per  cent  to  26  per  cent. 

At  the  time  this  citation  was  issued  the  carriers  named  in  this  pro- 
ceeding had  failed  to  fully  comply  with  the  Commission's  order,  for 
the  reports  submitted  were  entirely  unsatisfactory  and  did  not  give  the 
information  sought. 

Prior  to  Decision  No.  7986  (Application  No.  5841)  this  Commission 
had  rendered,  August  17,  1920,  its  Decision  No.  7983,  in  Application 
No.  5728,  wherein  practically  all  rail  and  many  boat  common  carriers 
within  the  State  of  California  were  authorized  to  increase  rates  in  line 
with  the  increases  authorized  by  the  Interstate  Commerce  Commission 
in  its  Decision  of  July  29,  1920,  Docket  Ex  parte  74,  which  increases 
were  granted  under  the  provisions  of  Transportation  Act,  1920  (Esch- 
Cummins  Act).  The  general  increases  authorized  by  Decision  No. 
7983  were  25  per  cent  in  all  freight  rates  and  20  per  cent  in  all  pas- 
senger fares,  and  included  with  the  carriers  were  a  number  of  boat 
lines,  defendants  in  this  proceeding;  also  the  regular  standard  lines — 
California  Navigation  and  Improvement  Company,  California  Trans- 
portation Company,  Farmers  Transportation  Company,  Sacramento 
Transportation  Company,  Producers  Transportation  Company,  and 
Southern  Pacific  Company.  These  six  companies  operate  in  the  same 
competitive  territory  and,  therefore,  any  order  issued  in  thi?  proceed- 
ing affecting  the  rates  of  defendants  would  naturally  be  reflected  in 
the  operating  revenues  of  the  competing  lines. 
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The  situation  which  brought  about  the  present  proceeding  resulted 
from  Case  No.  1616,  filed  June  4,  1921,  by  the  Solano  County  Farms 
Bureau  et  ai.  vs.  River  Transportation  Company  et  al.,  calling  into 
question  only  the  rates  on  specified  commodities — grain,  beans,  onions 
and  potatoes. 

Although  the  two  proceedings — Cases  Nos.  1616  and  1641 — were  not 
consolidated,  it  was  understood  that  testimony  presented  in  either  of 
the  proceedings  would  be  used  in  the  instant  case  wherever  considered 
relevant.  Hearings  were  held  at  Stockton  on  July  6  and  at  San  Fran- 
cisco in  the  months  of  July,  August  and  September,  1921.  Transcript 
of  testimony  in  the  two  cases  covered  896  pages;  the  defendants  in 
Case  No.  1641  presented  thirteen  exhibits,  the  Commission,  through  its 
auditing  department,  five  exhibits,  and  in  Case  No.  1616  complainants 
filed  five  exhibits  and  the  Commission  one.  Briefs  have  been  received 
and  the  matter  is  now  ready  for  a  decision. 

All  of  the  defendants  have  furnished,  for  the  period  covered  by  the 
order,  information  as  to  their  property  investment,  the  volume  of 
traffic,  operating  revenues  and  expenses.  It  would  serve  no  good  pur- 
pose to  reproduce  the  statements,  but  mention  will  be  made  of  the 
results : 


N.  Fay  and  Son. 

Wheder  Transportation  Company.. 
Vehmeyer  Transportation  Company 

Rio  Vista  lAghtettkge  Company 

Heringer  and  Scott  Company 

Island  Transportation  Company...' 


Value 

of 

Property 


$60,400  00 
37,062  90 
28.150  00 
8S.506  00 
86.832  62 

686,751  90 


Periods  covered 

by  reports 

1920  and  1921 


Numbei 

ol 
Month." 


Aug.  81  to  July  1 
Oct.  1  to  July  1 
Aug.  27  to  Feb.  27 
Sept.  1  to  July  1 
Sept.  1  to  July  1 
Aug.  27  to  May  27 


10 
i) 
6 
10 
10 
9 


Net 
operative 
revenues 


Depreda- 
tion 


^»S70  00 
6.606  7» 
*163  66 

•18  10 
11,400  47 


Included 

Induded 

None 

Induded 

None 

None 


♦Loss. 

Three  of  the  companies  included  depreciation  in  their  expense  items, 
while  three  did  not,  and  of  the  six  companies  only  two,  the  Wheeler 
Transportation  Company  and  N.  Fay  and  Son,  show  satisfactory  net 
results  after  payment  of  all  expenses  and  depreciation. 

The  records  and  books  of  the  principal  defendants  were  checked  by 
our  auditing  department,  but  the  results  obtained  were  not  materially 
different  from  those  set  forth  in  the  statements  filed  as  exhibits  by 
defendants.  In  two  cases  interest  items  were  erroneously  charged  as 
operating  expenses,  but  elimination  of  the  amounts  creates  no  vital 
change  in  the  net  results. 

The  companies  are  not  keeping  books  in  accordance  with  any  classi- 
fication of  accounts  and  it  was  impossible  to  make  a  positive  check  of 
the  revenues  and  expenses ;  tlie  data  assembled  by  the  audit  investiga- 
tion was  secured  from  memorandum  day  books.     A  number  of  the 
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carriers,  because  of  the  small  volume  of  business  handled,  do  not  employ 
bookkeepers. 

The  annual  reports  of  the  five  companies  not  included  in  this  pro- 
ceeding operating  regularly  at  points  between  San  Francisco  and  Sac- 
ramento, viz,  the  California  Navigation  and  Improvement  Company, 
California  Transportation  Company,  Farmers  Transportation  Com- 
pany, Sacramento  Transportation  Company  and  Producers  Trans- 
portation Company,  show  that  three  of  them  suffered  a  net  loss  after 
charging  out  depreciation,  and  two  of  these  three  companies  did  not 
earn  sufiScient  to  even  pay  operating  expenses  and  taxes.  The  net 
results  obtained  by  operation  of  the  Southern  Pacific  Company  boats 
are  not  obtainable;  the  annual  reports  of  this  company  do  not  reflect 
a  segregation  of  the  operation  of  the  boat  lines  as  distinct  from  the 
revenues  of  the  company  as  a  whole. 

For  the  purposes  of  this  opinion  we  deem  it  unnecessary  to  enter 
into  an  extensive  discussion  of  the  testimony  and  exhibits  dealing  with 
the  valuation  of  the  properties,  for  the  reason  that  the  total  net  operat- 
ing revenues  and  the  corporate  income  of  the  twelve  common  carrier 
companies  operating  in  this  competitive  territory  do  not  produce  a  sat- 
isfactory or  reasonable  return  upon  the  investments  necessary  to  con- 
tinue the  service.  There  are,  however,  certain  aspects  of  the  situation 
which  in  our  judgment  are  worthy  of  reflection. 

The  testimony  given  in  this  proceeding  and  in  others  dealt  with  b}^ 
the  Commission  within  the  past  few  years  involving  the  rates  for  these 
companies  would  indicate  that  during  the  summer  months  the  boats  of 
the  combined  carriers  have  been  unable  in  normal  years  to  properly 
and  promptly  handle  all  of  the  tonnage  offered  and  that  more  boats 
could  be  used  during  the  peak  season  for  a  short  period  of  time  if  they 
were  available.  This  situation  was  gone  into  in  considerable  detail  in 
'Application  No.  2924,  Southern  Pacific  Company  to  increase  steamer 
rates  between  San  Francisco  and  Sacramento,  Decision  No.  4968, 
decided  December  17,  1917  (14  C.  R.  C.  742).  The  evidence  would 
also  indicate  that  the  traffic  is  one  way  and  that  full  cargoes  in  both 
directions  are  the  exception  rather  than  the  rule. 

To  move  practically  a  season's  traffic  within  a  short  period  of  time 
necessitates  considerable  expenditure  for  equipment,  and  much  of  this 
equipment  remains  idle  for  the  greater  portion  of  the  year,  but  must 
be  provided  in  order  to  properly  perform  the  service  demanded  by  the 
public.  Defendants  contend  these  conditions  and  the  uncertainties  of 
the  tonnage  demonstrate  that  the  present  rates  are  not  excessive  and 
that  they  can  not  be  reduced.  As  illustrative  of  the  situation,  the  Rio 
Vista  Lighterage  Company  had  a  prosperous  year  during  1920,  due  to 
the  fact  that  they  carried  between  120,000  and  130,000  head  of  sheep. 
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while  at  the  time  the  hearing  was  held  they  had  handled  but  2200 
sheep,  and  estimated  that  the  entire  number  to  be  carried  during  the 
year  1921  would  not  be  in  excess  of  10,000,  as  compared  with  a  total 
of  130,000  in  the  year  1920.  Notwithstanding  the  great  falling  oflf  in 
the  business,  equipment  must  be  provided  to  handle  the  trafiBc  when  it 
does  offer. 

Two  of  the  defendants,  Wheeler  Transportation  Company  and  Island 
Transportation  Company,  are  engaged  in  outside  activities,  the  Wheeler 
Transportation  Company  handling  through  its  office  certain  services  of 
competing  lines,  for  which  it  receives  a  commission,  and  it  is  claimed 
the  earnings  from  this  branch  of  the  service  should  not  be  reflected  in 
the  net  results  of  common  carrier  activities.  The  Island  Transporta- 
tion Company,  as  a  side  line,  engages  in  the  buying  and  selling  of 
wood,  and  the  wood  when  transported  on  its  boats  is  charged  the  regu- 
larly published  tariff  rates,  therefore,  any  net  profit  received  from  the 
wood  operations  can  not  be  included  in  the  net  revenue  of  the  common 
carrier  boats.  It  is  difficult  to  separate  accurately  these  outside  activ- 
ities where  the  financial  relationships  are  so  close  as  in  the  present  case 
and  the  employees  of  the  common  carrier  are  used  in  performing,  in 
part,  the  business  devoted  to  this  outside  service.  It  would  seem,  how- 
ever, that  proper  amounts  for  handling  this  extra  service  should  be 
charged  and  this  the  defendants  claim  to  have  done.  The  protestants, 
in  their  briefs,  would  add  these  outside  earnings  to  the  net  of  the 
operating  companies  and  have  endeavored  by  this  method  to  show  there 
has  been  a  fair  net  profit.  We  do  not  believe,  however,  that  this  pro- 
cedure is  proper  or  would  be  sustained  in  law,  the  defendants  having 
shown,  or  endeavored  to  show,  by  the  testimony  that  the  burden  of 
conducting  these  outside  activities  is  not  being  paid  out  of  the  com- 
mon carrier  fund. 

Protestants  presented  but -little  testimony  or  exhibits  as  to  the  reason- 
ableness of  the  rates  involved,  making  their  record  upon  the  economic 
necessities  of  the  situation ;  the  only  testimony  introduced  at  the  pre- 
liminary hearing,  at  Stockton,  on  July  6,  1921,  with  reference  to  the 
rates  was  in  connection  with  an  exhibit  showing  the  rates  as  of  Sep- 
tember 17,  1918,  as  compared  with  the  rates  in  effect  -at  the  present 
time. 

By  their  testimony  and  exhibits  defendants  met  the  issue  as  to  the 
reasonableness  of  the  entire  rate  structure  by  showing  the  results 
obtained  in  the  handling  of  the  business  as  a  whole.  There  is  a  great 
difference  in  the  character  of  testimony  required  to  test  the  reasonable- 
ness of  an  entire  rate  schedule  covering  all  traffic  of  a  number  of  com- 
peting carriers  and  that  required  to  test  the  reasonableness  of  individ- 
ual rates  on  selected  commodities  between  definite  points,  and  whether 
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a  readjustment  of  the  entire  schedule  of  rates  can  be  made  depends 
largely  upon  whether  the  gross  amount  of  tonnage  carried  affords  the 
carrier,  inclusive  of  operating  expenses,  taxes  and  depreciation,  a  rea- 
sonable return  upon  the  value  of  the  property  devoted  to  the  public 
service. 

The  Interstate  Commerce  Commission  in  Railroad  Commission  of 
Kansas  vs.  Atchison,  Topeka  and  Santa  Fe,  22  I.  C.  C.  40T-410;  said: 

The  railway  may  not  imi)ose  an  unreasonable  transportation  charge  merely  because 
the  business  of  the  shipper  is  so  profitable  that  he  can  pay  it;  nor,  converaely,  can 
the  shipper  demand  that  an  unreasonably  low  charge  shall  be  accorded  him  siinply 
because  the  profits  of  his  business  have  shrunk  to  a  point  where  they  are  no  longer 
sufficient. 

The  effect  of  a  rate  upon  commercial  conditions,  whether  an  industry  ean>  exkt 
under  particular  rates  or  a  particular  adjustment  of  rates,  are  matters  of  consequence, 
and  facts  tending  to  show  these  circumstances  and  conditions  are  always  pertinent. 
Bat  they  are  only  a  single  factor  in  determining  the  fundamental  question^  A  nar- 
rowing market,  increased  cost  of  production,  overproduction,  and  many  other  oon- 
siderations  may  render  an  industry  unprofitable,  without  showing  the  freight  rate 
to  be  unreasonable. 

The  rates  here  complained  of  have  not  been  shown  to  be  unreason- 
able, judged  from  the  standpoint  of  net  results  to  the  transportation 
companies.  We  believe,  however,  that  very  careful  consideration 
should  be  given  by  the  carriers  to  a  voluntary  reduction  as  a  matter 
of  public  policy,  although  the  record  shows  transportation  facts  which 
would  not,  in  law,  warrant  this  Commission  to  order  the  reductions. 

Furthermore,  it  would  appear  that  tonnage  is  now  being  diverted  to 
automobile  trucks  and  to  the  competing  rail  carriers  because  of  the  prts- 
ent  high  freight  rates.  We,  therefore,  recommend  that  defendants 
herein  give  consideration  to  reductions  in  the  principal  commodities  of 
at  least  20  per  cent  to  meet  the  present  economic  situation  for  the  benefit 
of  defendants  and  the  shipping  public  and  thus  assist  in  a  return  to^  nor- 
mal conditions. 

Each  of  the  defendants  in  this  proceeding  will  furnish  the  Com- 
mission with  statements  of  revenues  and  expenses  for  calendar  months 
beginning  with  October,  1921,  and  continuing  until  further  notice,  the 
statements  to  be  filed  in  the  oflftce  of  the  Commission  not  later  than  the 
fifteenth  day  of  the  following  month ;  books  to  be  kept  in  a  systematic 
manner  and  the  data  covering  each  transaction  carried  in  such  detail 
as  to  be  readily  checked  by  the  Commission's  accounting  department. 
The  following  classification  shall  be  employed  in  making  the  monthly 
reports,  viz: 

Revenue — segregated  as  to  freight,  passenger,  towing,  rentals  and 
miscellaneous. 

Expenses — segregated  as  to  labor,  fuel,  repairs  and  maintenance. 

Commissary  supplies. 


42—18711 
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Other  supplies. 
Dockage  and  wharfage. 
Rents. 

Officers'  salaries. 
Office  expenses. 
Agency  expenses. 
Insurance. 
Loss  and  damage. 
Taxes. 

Miscellaneous; 

The  record  will  he  hold  open  for  such  further  action  as  may  seem 
necessary. 

ORDER. 

This  proceeding  having  been  instituted  by  the  Commission  on  its  own 
motion,  the  defendant  carriers  involved  in  the  matter  in  interest  hav- 
ing filed  answers,  a  full  investigation  having  been  had,  basing  its  order 
on  the  foregoing  findings  of  fact  and  the  findings  of  fact  contained  in 
the  opinion  preceding  this  order  ;^ 

It  is  hereby  ordered,  that  N.  Fay  and  Son,  Wheeler  Transportation 
Company,  Vehmeyer  Transportation  Company,  Rio  Vista  Lighterage 
Company,  Heringer  and  Scott,  and  Island  Transportation  Company 
file  monthly  statements  of  revenues  and  expenses  as  outlined  in  the 
opinion,  filing  same  at  the  office  of  the  Commission  on  or  before  the 
fifteenth  day  of  each  month,  until  otherwise  ordered. 

It  is  hereby  further  ordered,  that  this  proceeding  remain  open  for 
such  further  action  as  may  appear  necessary. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  sixth  day  of  October,  1921. 


Decision  No.  9599. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  H.  W.  MOORE  FOR 
CKRTIFIOATE  OF  PUBLIC  CONVENIENCE  AND  NECESSITY  TO 
OPERATE  FREKJIIT  SERVICE  BETWEEN  STOCKTON  AND  OAK- 
DALE. 


Application  No.  6731. 
Decided  October  14,  1921. 


.ViTO  Tbansportation  Act — Contracts  of  EMPrx)YMENT. — ^Th€  Commlsaion  again 
calls  attention  to  the  fact  that  the  Auto  Transportation  Act  does  not  exempt 
from  its  provisions  those  operatinjj  under  contracts  of  employment.  This  act 
re<iuires  that  those  wishing  to  engage  in  the  business  of  transporting  persons 
'  ■  or  goods  for  compen?atiou,  or  as  common  carriers,  over  the  highways  of  the 
state  between  fixed  termini  or  over  a  regular  route,  shall  ol)tain  a  certificate  of 
public  convenience  and  necessity  from  the  Commission. 
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Opekating  Under  Contract — Irregular  Intervals. — It  is  held  that  operating  at 
irregular  intervals  under  private  contract  does  not  carry  any  exemption  from 
the  law.     Contracts  are  construed  as  mere  routing  ordei*s. 

H.  W,  MoorCf  in  propria  persona. 

L.  N.  Bradshaw,  for  Southern  Pacific  Company  and  Atchison,  Topeka  and  Santa  Fe 

Railway  Company. 
E.  Stem,  for  American  Railway  Express  Company. 

By  the  Commission. 

OPINION. 

A  public  hearing  was  held  by  Examiner  Westover  at  Stockton  upon 
the  above  entitled  application  to  establish  an  auto  truck  service  as  a 
common  carrier  of  freight  between  Stockton  and  Oakdale,  serving  Col- 
legeville,  Escalon  and  Valley  Home  as  intermediate  points,  three  round 
trips  per  week,  on  Tuesday,  Thursday  and  Saturday,  at  a  rate  of  25 
cents  per  hundred  pounds  applying  to  all  movements,  with  a  pick-up 
charge  of  50  cents  in  Stockton,  except  from  wholesale  fruit  and  prod- 
uce houses.  The  proposed  equipment  consists  of  two  3-ton  Autocars, 
one  2-ton  G.  M.  C.  truck,  and  three  2-ton  trailers. 

It  appears  from  the  testimony  that  applicant  for  some  time  has  been 
carrying  perishable  goods  especially,  such  as  fruit  and  produce,  from 
the  wholesale  houses  in  Stockton  to  merchants  at  points  to  be  served. 
This  work  has  been  done  from  time  to  time  as  goods  were  needed  and 
ordered  by  twenty-two  local  merchant^  who  would  give  him  orders  to 
be  filled  at  the  Stockton  produce  houses. 

It  appears  from  the  testimony  that  applicant  is  now  hauling  from 
10  to  15  tons  of  freight  per  week  at  the  proposed  25-cent  rate  and  that 
the  Southern  Pacific  less  than  carload  lot  tonnage  from  Stockton 
to  Farmington,  Valley  Home,  and  Holden  for  the  month  of  May  totaled 
about  28^  tons,  and  that  of  the  Santa  Pe  from  Stockton  to  Oakdale  for 
the  month  of  June  is  shown  at  less  than  9  tons. 

Of  the  points  which  applicant  wishes  to  serve,  each  of  the  rail  car- 
riers serves  Stockton  and  Oakdale,  the  Southern  Pacific  serving  Valley 
Home  and  the  Santa  Fe  Escalon  as  well.  The  rail  class  rates  are  25 
cents,  21  cents,  17^  cents,  and  15  cents,  respectively,  the  average  rail 
rate  being  18  cents,  based  on  percentages  of  traflBc  moving  under  the 
several  classes.  The  American  Railway  Express  Company,  which  serves 
over  both  railroads,  operates  under  rates  very  materially  higher  than 
present  rail  rates  or  those  proposed  by  applicant. 

There  is  a  rail  freight  service  from  Stockton  daily,  except  Sunday, 
by  which  goods  delivered  to  the  Stockton  freight  houses  of  either  line 
are  delivered  at  Oakdale  at  8  a.m.  the  next  morning.  It  appeared, 
however,  from  Mr.  Moore's  testimony  that  orders  are  frequently  placed 
with  him  or  the  wholesale  houses  by  telephone  long  after  the  freight 
houses  have  closed  and  that  he  is  able  to  make  delivery  at  store  doors 
in  Oakdale  at  8  a.m.  the  following  morning  without  drayage  charge 
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or  rehandling  at  either  end  of  the  line,  a  serviee  whieh  neither  railroad 
offers. 

The  proposed  pick-up  charge  of  50  cents  per  shipment  in  Stockton, 
outside  of  the  wholesale  and  produce  houses,  apparently  will  have  little 
practical  effect  on  the  situation,  for  the  reason  that  most  of  applicant's 
Stockton  business  so  far  developed  is  with  the  produce  houses.  There 
is  no  pick-up  or  delivery  charge  proposed  at  any  other  point. 

Applicant  appears  to  have  assumed  that  he  was  operating  under 
private  contracts  of  employment  and  did  not  require  authority  from 
the  Commission.  Both  assumptions  were  erroneous.  The  supposed 
contracts  are  mere  written  routing  orders  from  the  merchants  to  the 
wholesale  houses,  directing  that  their  goods  be  shipped  by  applicant's 
trucks. 

Again  we  call  attention  to  the  fact  that  the  Auto  Transportation 
Act  does  not  exempt  from  its  provisions  those  operating  under  con- 
tracts of  employment.  It  requires  that  those  wishing  to  engage  in  the 
business  of  transporting  persons  or  goods  for  compensation,  or  as  com- 
mon carriers,  over  the  highways  of  the  state  between  fixed  termini  or 
over  a  regular  route,  should  first  procure  from  the  Railroad  Commis- 
sion a  certificate  that  public  convenience  and  necessity  require  the 
service  which  they  propose  to  establish.  Operations  wholly  within  the 
limits  of  an  incorporated  city  or.  town,  and  operation  of  taxicabs,  hotel 
busses  or  sightseeing  busses  are  the  only  classes  of  automotive  trans- 
portation expressly  excepted  from  the  provisions  of  the  act. 

There  is  no  suggestion  in  it  that  one  operating  at  irregular  intervals 
or  one  operating  under  contract  of  any  kind  is  not  subject  to  regula- 
tion. If  one  engaged  in  the  business  of  automotive  transportation 
could  avoid  the  regulatory  provisions  of  the  law  by  merely  operating 
at  irregular  times,  a  handsome  premium  would  be  placed  upon  poor 
service  to  the  public,  for  one  of  the  essentials  of  transportation  service 
is  regularity  of  operation.  The  shipping  public  is  entitled  to  know 
when  and  under  what  conditions  transportation  is  available.  As  to 
operating  under  contract,  ever^^  shipment  involves  the  establishment 
of  a  contractual  relation  between  the  shipper  or  passenger  and  the 
carrier.  Yet  if  a  carrier  could  avoid  public  regidation  by  executing  a 
contract  of  any  specified  type,  it  would  result  in  defeating  the  very 
ends  sought  by  the  enactment  of  the  statute  regulating  the  transporta- 
tion of  passengers  and  property  by  automotive  vehicles.  It  will  not 
be  seriously  argued,  of  course,  that  the  Legislature  intended  such  a 
result. 

In  this  particular  instance  it  appears  that  the  shippers  of  the  com- 
modities in  question  prefer  to  ship  perishables  by  applicant's  trucks 
and  receive  store  door  delivery,  rather  than  ship  by  rail  at  much  lower 
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rates,  and  that  they  are  entitled  to  an  opportunity  to  patronize  an 
authorized  service  of  that  kind. 

ORDER. 

A  public  hearing  having  been  hehl  upon  the  above  entitled  applica- 
tion, the  matter  being  submitted  and  now  ready  for  decision, 

The  Railroad  Commission  hereby  declares  that  public  convenience 
and  necessity  require  that  H.  W.  IMoore  operate  an  automotive  freight 
truck  service  between  Stockton  and  Oakdale,  serving  CoUegeville, 
Escalon,  and  Valley  Home  as  intermediate  points. 

The  operative  rights  and  privileges  hereby  established  may  not  be 
transferred,  leased,  sold  nor  assigned,  nor  the  said  service  abandoned 
unless  the  written  consent  of  the  Railroad  Commission  thereto  has  first 
been  procured. 

No  vehicle  may  be  operated  in  said  service  unless  said  vehicle  is 
owned  by  the  applicant  herein  or  is  leased  by  said  applicant  under  a 
contract  or  agreement  satisfactory  to  the  Railroad  Commission. 

It  is  hereby  ordered,  that  applicant  shall,  within  fifteen  days  from 
the  date  hereof,  file  with  the  Railroad  Commission  his  schedules  and 
tariffs  covering  said  proposed  service,  which  shall  be  in  addition  to 
proposed  schedule  and  tariff  accompanying  the  application,  and  shall 
set  forth  the  date  upon  which  the  operation  of  the  lifie  hereby  author- 
ized will  commence,  which  date  shall  be  within  thirty  days  from  date 
hereof,  unless  time  to  begin  operation  is  extended  by  formal  supple- 
mental order. 

The  authority  contained  herein  shall  not  become  effective  until  or 
unless  the  above  mentioned  schedules  and  tariffs  arc  filed  within  the 
time  herein  limited. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  October, 
1921. 


Decision  No.  9604. 


IX  THE  MATTER  OF  THE  APPLICATION  OF  SOUTH  LOS  ANGELES 
LAND  AND  WATER  COMPANY  FOR  ORDER  AUTHORIZING  ISSUE 
OP  STO(TvS  AND  BONDS. 


Application  No.  7208. 
Decided  October  14,  1921. 


W.  A.  Robertson,  for  Applicant. 

By  the  Commission. 

OPINION. 

South  Los  Angeles  Land  and  Water  Company  asks  permission  to 
issue  and  sell  $10,000  of  its  6  per  cent  bonds. 
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A  public  hearing  was  held  before  Examiner  Williams  in  Los  Angles 
on  October  7,  1921. 

The  company,  which  was  organized  on  or  about  July  23,  1914,  is 
engaged  in  the  business  of  distributing  water  in  and  about  the  city 
of  Vernon,  Los  Angeles  County.  On  December  31,  1920,  it  reported 
2589  consumers.  Applicant  has  an  authorized  stock  issue  of  $300,000, 
of  which  $75,000  is  outstanding.  On  its  outstanding  stock,  applicant 
has  paid  since  1918  an  annual  dividend  of  8  per  cent. 

By  Decision  No.  2178,  dated  February  27,  1915  (Volume  6,  Opinions 
and  Orders  of  the  Railroad  Commission  of  California,  page  226),  appli- 
cant was  authorized  to  execute  a  mortgage  securing  a  total  issue  of 
$75,000  of  6  per  cent  bonds  maturing  in  annual  installments  of  $5,000 
on  the  first  day  of  July  of  each  of  the  years  1917  to  1931,  both  inclusive. 
Heretofore  applicant  has  issued  $60,000  of  bonds,  of  which  $35,000 
have  been  redeemed,  leaving  $25,000  of  bonds  now  outstanding.  Of 
the  $10,000  of  bonds  it  is  now  desired  to  issue,  $5,000  mature  on  July 
1,  1929,  and  $5,000  on  July  1,  1930. 

Applicant  reports  that  since  January  1,  1921,  it  has  expended  out 
of  income  the  sum  of  $14,601  for  additions  and  betterments  to  its  sys- 
tem.   These  expenditures  are  reported  to  consist  of — 

STjO  feet   2-mch«8tandard  screw at  $0.2745  per  foot  $151  00 

a504  feet    6-inch  redwood  pipe_l at  .546  per  foot  1,913  00 

2704  feet   8-inch  redwood  pipe at  .735  per  foot  1,987  00 

1802  feet  10-inch  redwood  pipe at       .935  per  foot  1,685  00 

500  feet    2-inch  standard  screw at  .21  per  foot  105  00 

80  feet  lO-inch  standard  screw at  2.50  per  foot  200  00 

200  feet    0-inch  riveted  14-gauge - at  .57  per  foot  119  00 

23S0  feet    C-inch  riveted  14-gauge at  .82  per  foot  1,952  00 

Oil  feet   8-inch  riveted  14-gaiige at  ,09  per  foot  605  OO 

Total  pii>e.  12,340  feet $8,717  00 

Cost  of  installing  pipe at  $0.10       per  foot      1,234  OO 

310  service  connections  with  meters at  15.00  4,650  00 

Total  new  installations $14,601  00 

It  is  because  of  these  expenditures  that  applicant  asks  permission 
to  issue  and  sell  the  $10,000  of  bonds.  W.  A.  Robertson,  applicant's 
secretary,  testified  that  the  money  obtained  from  the  sale  of  the  bonds 
would  be  used  to  reimburse  the  treasury  and  thereafter  expended  for 
further  additions  and  betterments. 

Applicant  reports  that  arrangements  have  been  made  to  sell  the 
$10,000  of  bonds  at  90  per  cent  of  their  face  value  and  accrued  interest. 

ORDER. 

South  Los  Angeles  Land  and  Water  Company,  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  and  sell  $10,000  of  bonds, 
a  public  hearing  having  been  held,  and  it  appearing  to  the  Railroad 
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Commission  that  the  money,  property  or  labor  to  be  procured  or  paid 
for  by  such  issue  is  reasonably  required  for  the  purpose  or  purposes 
specified  herein  and  that  the  expenditures  for  such  purpose  or  purposes 
are  not  in  whole  or  in  part  reasonably  chargeable  to  operating  expense 
or  to  income; 

It  is  hereby  ordered,  that  South  Los  Angeles  Land  and  Water  Com- 
pany be  and  it  is  hereby  authorized  to  issue  and  sell,  on  or  before 
December  31,  1921,  at  not  less  than  90  per  cent  of  their  face  value, 
plus  accrued  interest,  $10,000  of  bonds,  and  to  use  the  proceeds  for 
the  purpose  of  financing,  in  part,  the  cost  of  the  additions  and  better- 
ments described  in  this  application. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

(1)  Applicant  shall  keep  such  record  of  the  issue  and  sale  of  the 
bonds  herein  authorized,  and  of  the  disposition  of  the  proceeds,  as  will 
enable  it  to  file,  on  or  before  the  twenty-fifth  day  of  each  month,  a 
verified  report  as  required  by  the  Railroad  Commission's  General 
Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of 
this  order. 

(2)  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  minimum  fee  prescribed  by  section  57  of  the 
Public  Utilities  Act,  which  fee  is  $25. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  October, 
1921. 


Decision  No.  9607. 

IN  TUB  MATl^ER  OF  TltK  APPLICAliON  OF  THE  SOUTIIKUN  STKRRAS 
l»OWER  CX)MPAXY,  AN  ELKiJTRK^AL  CORPORATION,  FOR  AN 
ORDER  AUTHOKIZIXG  THE  ISSUE  AND  SALE  OF  FIVE  UUNDREp 
EIGHTY  THOUSAND  SIX  HUNDRED  NINETY-EIGHT  DOLLARS 
AND  THIRTY-TWO  CENTS  PAR  VALUE,  FIRST  AND  REFUNDING 
MORTGAGE  SERIES  "B"  (K)LI)  BONDS,  THE  SAME  BEING  ADDI- 
TIONAL TO  THE  ISSUE  OF  SIX  MILLION  TWO  HUNDRED  FORTY- 
EIGHT  THOUSAND  TWO  HUNDRED  SEVENTY-SEVEN  DOLIARS 
AND  FIFTY-FIVE  CENTS  PAR  VALUE  OF  BONDS  HERETOFORE 
AUTHORIZED  BY  THE  RAILROAD  COMMISSION  OF  CALIFORNIA. 


Application  No.  7217. 
Decided  October  14,  1921. 


The  Sonthern  Sierras  Power  Company  is  authorized  to  issue  and  sell,  at  not  less 
than  85  per  cent  of  face  value  and  accrued  interest,  $580,098.32  of  first  and  refund- 
ing? mortgage  Series  "B"  gold  bonds;  provided,  that  should  the  company  realize  lees 
than  it  has  expended  in  acquiring  and  constructing  the  Mono  Power  Company,  in 
•process  of  condemnation  by   the  city  of  Ix>s  Angele«,   the  loss  shall  be  properly 
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recorded  and  the  amonnt  of  bonds  outstanding  reduced  proportionately,  or  surplus 
earnings  equal  to  the  loss  shall  be  invested  in  the  proi)ertie8  and  no  securities  issued 
4m  aceennt  e€  «iich  4b vestment. 

<^haM,  F,  Patter  and  Henry  W.  Cml,  by  Okas,  F,  Fetter,  for  Applicant. 

Bbuhdigb,  VommiMioner. 

OPINION. 

The  Southern  Sierras  Power  Company  asks  permission  to  issue  and 
sell  at  not  less  than  85  per  cent  of  their  face  value  and  accrued  interest 
$580,698.32  of  first  and  refunding  mortgage  6  per  cent  Series  **B*' 
gold  bonds,  due  January  1,  1965,  for  the  purpose  of  financing,  in  part, 
the  cost  of  extensions,  additions  and  betterments  to  its  properties. 

Applicant  reports  that  from  September  1,  1920,  to  April  30,  1921, 
it  has  expended  for  capital  purposes  the  sum  of  $683,174.49,  including 
$256,822.80  expended  on  its  Owens  River  Gorge  project.  The  expendi- 
tures, which  are  described  in  detail  in  Exhibit  '*C"  attached  to  the 
petition,  are  reported  to  have  been  made  from  income  and  from 
advances  made  to  the  company. 

The  $580,698.32  of  bonds  which  applicant  asks  permission  to  issue 
represents  85  per  cent  of  the  $683,174.49. 

P.  R.  Ferguson,  applicant's  auditor,  testified  that  arrangements  had 
been  made  to  sell  the  bonds  at  85,  and  that  the  proceeds  would  be  used 
by  applicant  to  pay,  in  part,  advances  made  to  it  by  Nevada  California 
Bfleetric  Corporation,  which  amounts  to  $830,094.32. 

The  record  in  Application  No.  6283  shows  that  the  city  of  Los 
Angeles  instituted  a  proceeding  to  acquire  by  condemnation  certain 
properties  formerly  owned  by  Mono  Power  Company  and  now  owned 
by  applicant.  The  record  in  this  proceeding  shows  that  on  July  12, 
1921,  the  United  States  District  Court  for  the  Northern  District  of 
California  made  and  entered  its  judgment  by  which  it  was  ordered, 
adjudged  and  decreed  that  certain  of  the  properties,  consisting  of  all 
the  riparian  rights  in  the  Owens  River,  part  and  parcel  of  the  east 
half  of  sediicm  16,  township  5  south,  range  31  east,  together  with  a 
ngfat  of  way  for  a  tunnel  through  said  land,  be  condemned  to  the  use 
of  the  city  of  Los  Angeles  and  the  board  of  public  service  commis- 
sioners of  Los  Angeles  upon  the  payment  to  the  Southern  Sierras 
Power  Company  of  the  sum  of  $525,000  and  costs.  It  further  appears 
that  the  bill  of  exceptions  has  been  signed  by  the  judge  of  the  court, 
certified  to  and  sealed  by  the  clerk  thereof,  and  will  constitute  a  part 
of  the  record  to  be  transmitted  to  the  United  States  Circuit  Court  of 
Appeals  for  the  Ninth  Circuit  under  a  writ  of  error,  which  has  been 
applied  for  by  i^plicant  and  issued. 

The  properties  involved  in  this  condemnation  suit  constitute  a  rel- 
atively small  portion  of  the  entire  properties  of  applicant.    Should  the 
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courts  finally  decide  in  favor  of  the  city  and  the  company  realize  less 
than  it  has  expended  to  acquire  and  construct  the  properties,  the  loss 
nmat  be  properly  recorded  and  the  amount  of  bonds  outstanding 
reduced  proportionately,  or  surplus  earnings  equal  to  the  loss  invested 
IB  the  properties  and  no  securities  issued  on  account  of  such  invest- 
ment. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

The  Southern  Sierras  Power  Company  having  applied  to  the  Rail- 
road Commission  for  permission  to  issue  and  sell  bonds,  a  public  hear- 
ing having  been  held,  and  it  appearing  to  the  Railroad  Commission 
that  the  money,  property  or  labor  to  be  procured  or  paid  for  by  such 
issue  is  reasonably  required  for  the  purpose  or  purposes  specified  herein, 
and  that  the  expenditures  for  such  purpose  or  purposes  are  not  in 
whole  or  in  part  reasonably  chargeable  to  operating  expenses  or  to 
income ; 

It  is  hereby  erdered,  that  The  Southern  Sierras  Power  Company  be 
and  it  is  hereby  authorized  to  issue  and  sell  at  not  less  than  85  per 
cent  of  their  face  value,  plus  accrued  interest,  $580,698.32  of  its  first 
and  refunding  mortgage  6  per  cent  Series  **B''  bonds  and  to  use  the 
proceeds  to  finance,  in  part,  the  cost  of  the  extensions,  additions  and 
betterments  described  in  Exhibit  **C'*  attached  to  the  petition  herein. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

(1)  Applicant  shall  keep  such  record  of  the  issue  and  sale  of  the 
bonds  herein  authorized  and  of  the  disposition  of  the  proceeds  as  will 
enable  it  to  file,  on  or  before  the  twenty-fifth  day  of  each  month,  a 
verified  report  as  required  by  the  Railroad  Commission's  General 
Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of 
this  order. 

(2)  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  by  section  57  of  the  Public  Util- 
ities Act,  which  fee  is  $581. 

(3)  The  authority  herein  granted  shall  apply  only  to  such  bonds 
as  may  be  issued  on  or  before  December  31,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  October, 
1921. 
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Decision  No.  9608. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  PACIFIC  GAS  AND  ELEC- 
TRIC COMPANY,  A  CORPORATION,  FOR  AN  ORDER  OF  THE 
RAILROAD  COMMISSION  OF  THE  STATE  OF  CALIFORNIA 
AUTHORIZING  APPLICANT  TO  ISSUE  FOUR  MILLION  EIGHT 
HUNDRED  FIFTY-THREE  THOUSAND  DOLLARS  FACE  VALUE 
OF  ITS  GENERAL  AND  REFL^NDING  MORTGAGE  GOLD  BONDS 
AND  TO  DEPOSIT  AND  PLEDGE  SAID  BONDS  WITH  THE 
MERCANTILE  TRUST  COMPANY  (SAN  FRANCISCO)  UNDER  AND 
IN  ACCORDANCE  WITH  THE  PROVISIONS  OF  APPLICANT'S  FIRST 
AND  REFUNDING  MORTGAGE  DATED  DECEMBER  1,  192D. 


Application  No.  7184. 
Decided  October  14,  1921. 


W.  B.  Bosley  and  ('.  /'.  Cuttvn,  for  Applicant. 

Benedict,  Commissioner. 

OPINION. 

Pacific  Gas  and  Electric  Company  asks  permission  to  issue  and 
deposit  with  the  Mercantile  Trust  Company  (San  Francisco),  trustee, 
under  its  first  and  refunding  mortgage,  $4,853,000  face  value  of  its 
general  and  refunding  mortgage  5  per  cent  gold  bonds,  due  January 
1,  1942. 

Under  the  authority  granted  by  the  Commission  in  Decision  No. 
8724,  dated  March  10,  1921  (Application  No.  6387),  applicant  executed 
a  first  and  refunding  mortgage.  In  this  mortgage  it  agreed  that  it 
will  not  issue  and  sell  any  additional  bonds  which  it  may  have  certified 
under  its  general  and  refunding  mortgage,  but  that  all  of  such  bonds 
will  be  deposited  after  certification  with  the  trustee  under  the  first 
and  refunding  mortgage. 

In  Exhibit  '*B'*  applicant  reports  the  net  cost  of  additions  and  bet- 
terments to  its  properties,  against  wiiich  general  and  refunding  bonds 
may  be  issued  up  to  June  30,  1921,  at  $4,108,283.34.  Under  the  general 
and  refunding  mortgage  it  may  issue  bonds  equal  in  face  value  to  90 
per  cent  of  the  net  cost  of  additions  and  betterments.  Ninety  per  cent 
of  the  $4,108,283.34  amounts  to  $3,697,454.70.  It  appears  that  hereto- 
fore applicant  has  called  upon  the  trustee  to  certify  bonds  in  the 
amount  of  $1,156,073.22,  which,  added  to  the  $3,697,454.70,  makes  a 
total  of  $4,853,527.92. 

A.  P.  Hockenbeamer,  second  vice  president  and  treasurer  of  Pacific 
Gas  and  Electric  Company,  testified  that  thus  far  no  general  and 
refunding  bonds  have  been  deposited  with  the  trustee  under  the  first  and 
refunding  mortgage  and  that  any  bonds  so  deposited  will  be  held  by 
said  trustee  until  the  general  and  refunding  mortgage  is  canceled  and 
discharged  of  record.     At  that  time  the  bonds  will  be  canceled.     It 
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appears,  therefore,  that  none  of  the  bonds  covered  by  this  application 
will  be  sold  to  the  public. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Pacific  Gas  and  Electric  Company  having  applied  to  the  Railroad 
Commission  for  permission  to  issue  and  deposit  $4,853,000  of  bonds,  a 
public  hearing  having  been  held,  and  the  Commission  being  of  the 
opinion  that  this  application  should  be  granted  and  that  the  issue  and 
deposit  of  the  bonds  is  in  accordance  with  the  terms  and  provisions  of 
section  52  of  the  Public  Utilities  Act ; 

It  is  hereby  ordered,  that  Pacific  Gas  and  Electric  Company  be  and 
it  is  hereby  authorized  to  issue  and  deposit  with  the  Mercantile  Trust 
Company  (San  Francisco),  trustee,  under  its  first  and  refunding 
mortgage  $4,853,000  face  value  of  its  general  and  refunding  mortgage 
5  per  cent  gold  bonds  due  January  1,  1942,  for  the  purpose  of  securing 
in  part  the  payment  of  bonds  issued  and  sold  under  said  first  and 
refunding  mortgage,  such  general  and  refunding  mortgage  bonds  to  be 
deposited  under  and  pursuant  to  the  provisions  of  the  first  and  refund- 
ing mortgage  dated  December  1,  1920. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  Pacific  Gas  and  Electric  Company  shall  file  with  the  Railroad 
Commission  a  report  or  reports  as  required  by  the  Commission's  Gen- 
eral Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part 
of  this  order. 

2.  The  authority  herein  granted  will  apply  only  to  such  bonds  as 
may  be  issued  and  deposited  on  or  before  December  15,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  Cialifornia. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  October, 
1921. 


Decision  No.  9609. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  PUBNTB  PACKING  COM- 
PANY, A  CORPORATION,  FOR  AN  ORDER  PERMITTING  IT  TO  SELL 
ITS  CAPITAL  STOCK  AND  ISSUE  CERTIFICATES  OF  STOCK  TO 
THE  BUYERS  THEREOF. 


Application  No.  7087. 
Decided  October  14,  1921. 


Thomas  C.  Ridgeway,  by  Jesse  A,  Qygcr,  for  Applicant. 
Bt  the  Commission. 
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OPINION. 

Puente  Packing  Company  asks  permission  to  issue  and  sell  at  par 
$50,000  of  its  common  capital  stock  and  to  aetiuire  certain  properties 
subject  to  an  indebtedness  of  $22,920. 

Puente  Packing  Company  was  organized  in  I^fay,  1921,  with  an 
authorized  stock  issue  of  $50,000,  divided  into  500  shares  of  the  par 
value  of  $100  each.  From  the  te:stimony  in  this  proceeding,  taken 
before  Examiner  AVilliams,  it  appears  that  applicant  will  engage  in 
the  business  of  pilcking  citrus  fruits,  bean  cleaning  and  warehousing. 
The  record  shows  that  approximately  25  per  cent  of  its  business  during 
the  current  year  may  be  of  a  public  utility  character  and  the  remain- 
ing 75  per  cent  nonpublic  utility.  It  further  appears  that  applicant's 
public  utility  business  may  become  of  less  importance  in  the  course  of 
time  for  the  reason  that  acrta^io  now  devoted  to  the  growing  of  beans 
is  being  planted  to  citrus  fruits. 

Applicant  has  made  arrangements  to  purchase  two  parcels  of  real 
estate  and  other  properties,  described  in  Exhibit  **A''  filed  in  this  pro- 
ceeding.   The  properties  are  described  as  follows: 

REAL  ESTATE. 

Par(EL  1.  AI!  of  block  eighteen  (18),  except  the  east  175  feet  thereof,  in  the 
town  of  Pnonte,  as  pi*v  map  llioroof  rccoined  in  the  office  of  the  county  recorder  of 
Los  Angeles  County,  in  book  7.  papos  Hi\  and  87,  miscellaneous  records  of  said 
.county,  known  as  the  beHn-cloaniiic  and  storage  warehouse;  and 

Parcel  2.  All  rij<ht,  tillo  and  interest  in  the  east  175  feet  of  block  eighteen  (18), 
in  the  town  of  Pnonte,  as  ],cr  map  then  of  rt'cord^d  in  the  office  of  the  county 
recorder  of  l^rs  Angeles  C'ovniy.  in  book  7,  pages  80  and  87,  miscellaneous  records 
of  said  county,  known  as  the  citrus  pa<kin«  i)lant,  as  evidenced  by  agreement  of 
piTcImse  bet  worn  La  Puontc  Valley  Walnut  Growers  Association,  as  vendor,  and 
I'uente  Mt'riantilc  Company,  as  \end(^*'. 

PKIISONAL  PUOPEUTV. 

That  certain  personal  pro})tMtv.  in  (oiuuMtion  wtili  thi'  btan-cloaning  and  storage 
warehouse.  ( (>jisi>rinii  of  benn-chaner,  bean  picker,  stacker,  and  other  machinery, 
and  the  fcrnil un  and  fixtuns  located  in  said  warehouse,  together  with  any  accounts 
receivable  covering  st(jrage  charjzes  that  are  a  lien  upon  any  personal  property  now 
or  that  may  hereafter  b'  i»laced  in  storage  in  said  warehouse; 

That  certnin  personal  jiroperty,  in  (onntH-tion  with  the  citnis  packing  plant, 
consisting  of  the  machinery  and  eciuiiim.^nt,  furniture  and  fixtures,  shook,  paper, 
labc'ls,  picking  box(s.  packing  boxes,  and  other  stock  on  hand,  including  nails,  wires, 
etc..  ua"d  in  connection  with  said  busine.-s  and  located  in  the  said  citrus  packing 
plant,  together  witli  certain  accounts  receivable  due  from  growers,  amounting  to 
.^l.rilCKOr).  and  pIso  all  moneys  due  from  the  Mutual  Orange  Distributors  for  dis- 
tribution among  tlie  owners  of  said  fruit,  less  packing  and  other  charges  thereon, 
which  charges  slnll  go  to  this  corporation 

<;.  M.  (\  ruto  truck,  11)19  Model  "F."  No.  90400;  and  Buick  touring  car,  1918 
Model  **il."  Xo.  14(i2."i4.  rs;d  in  connection  with  the  said  bean-cleaning  and  storage 
warehorse,  and  citrus  packing  plant; 

Office  furnitur.'  and  fixtures,  formerly  belonging  to  Puente  ^fercantile  Company, 
and  now  located  in  the  building  of  the  Puente  Development  Company,  at  Puente, 
California. 

Appli(*ant  has  agreed  to  pay  $22,500  for  the  equity  in  the  above 
deserihed  propertit^s.  The  pr()perties  are  subject  to  an  indebtedness  of 
$22,920,  $15,000  of  wliieh  i.s  payable  in  installments  exending  over  tlie 
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period  ending  June  1,  llKiO,  and  $7,!)20  in  installments  extending 
over  the  period  ending  December  ;n,  1921).  The  i)ayment  of  this  indebt- 
edness applicant  asks  permission  to  assume. 

Applicant  asks  authority  to  sell  all  of  its  authorized  stock  of  $50,000 
at  not  less  than  par.  It  appears  from  the  record  that  it  immediately 
intends  to  sell  $24,000  of  the  stock  and  use  $22,500  of  the  proceeds  to 
pay  for  the  equities  in  the  properties  which  it  now  proposes  to  acquire. 
The  remaining  $1,500  obtained  from  the  sale  of  the  $24,000  of  stock 
it  will  use  for  working  capital.  Applicant  has  not  submitted  any 
definite  information  as  to  the  purposes  for  which  it  will  use  the  pro- 
ceeds obtained  from  the  sale  of  $26,000  of  stock.  The  order  herein  will 
permit  of  the  sale  of  this  stock  subject  to  the  condition  that  none  of  the 
proceedii  be  expended  except  as  hereafter  authorized  by  the  Railroad 
Commission. 

It  appears  from  the  testimony  that  applicant  will  engage  in  both 
public  and  nonpublic  utility  business.  It  will  be  required,  therefore, 
to  file  with  the  Commission  a  stipulation  duly  authorized  by  its  board 
of  directors,  in  which  it,  its  successors  and  assiofns  agree  not  to  ask 
the  Railroad  Commission,  or  other  public  body  having  jurisdiction,  to 
include  in  a  rate  base  such  an  amount  of  the  proceeds  obtained  from 
the  sale  of  the  stock  as  may  be  expended  for  nonpublic  utility  purposes. 

ORDER. 

Puente  Packing  Company  having  applied  to  the  Railroad  Commis- 
sion for  permission  to  issue  stock  and  assume  indebtedness,  a  public 
hearing  having  been  held,  and  the  Commission  being  of  the  opinion 
that  the  money,  property  or  labor  to  be  procured  or  paid  for  by  the 
issue  of  the  stock  herein  authorized  is  reasonably  required  by  applicant. 

It  is  hereby  ordered,  that  Puente  Packing  Company  be  and  it  is 
hereby  authorized  to  issue  and  sell  at  not  less  than  par  $50,000  of  its 
common  capital  stock  and  to  assume  the  payment  of  the  indebtedness 
payable  to  the  Mutual  Building  and  Loan  Association  of  Pomona  under 
a  deed  of  trust  dated  June  1,  1919,  and  under  an  agreement  between 
La  Puente  Valley  Walnut  Growers  Association  and  Puente  IMercan- 
tile  Company  dated  June  1,  1920. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  Of  the  proceeds  obtained  from  the  sale  of  stock,  $22,500  may  be 
used  to  pay  for  the  equities  in  the  i)ropcrties  which  applicant  intends 
to  acquire  and  which  are  described  in  this  api)lication.  Proceeds  in 
the  amount  of  $1,500  may  be  used  by  applicant  for  working  capital. 
The  remainder  of  the  proceeds  obtained  from  the  sah^  of  the  stock 
shall  not  be  expended  except  for  such  purposes  as  the  Railroad  Com- 
mission may  authorize  by  supplemental  order  or  orders. 
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2.  The  authority  herein  granted  will  not  beeonie  effective  until 
Puente  Packing  Company  has  filed  with  the  Railroad  Commission  a 
stipulation  duly  authorized  by  its  board  of  directors  declaring  that 
Puente  Packing  Company,  its  successors  and  assigns,  will  never  urge 
the  Railroad  Commission  or  other  public  body  having  jurisdiction  to 
include  in  a  rate  base  such  an  amount  of  the  proceeds  obtained  from 
the  sale  of  the  stock  herein  authorized  as  may  be  expended  for  the 
acquisition  of  nonpublic  utility  properties,  and  a  supplemental  order 
made  reciting  that  such  stipulation  satisfactory  in  form  has  been  filed 
with  the  Commission. 

3.  Puente  Packing  Company  shall  keep  such  record  of  the  issue  and 
sale  of  the  stock  herein  authorized  and  of  the  disposition  of  the  pro- 
ceeds as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day  of  each 
month,  a  verified  report  as  required  by  the  Railroad  Commission's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a 
part  of  this  order. 

4.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  minimum  fee  prescribed  by  section  57  of  the 
Public  Utilities  Act,  which  minimum  fee  is  $25. 

5.  The  authority  herein  granted  will  apply  only  to  such  stock  as 
may  be  issued,  sold  and  delivered  on  or  before  April  1,  1922. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  October, 
1921. 


Decision  No.  9611. 


IN  THE  MATTER  OF  11.  F.  DEVENNEY  FOR  PERMISSION  TO  INCREASE 

WATER  RATES. 


Application  No.  6738. 
Decided  October  14,  1921. 


Water  Utility — ARBrriiARY  Increase— Refund  Ordered.— Applicant  havios 
arbitrarily  increaseil  rates  without  authorization  from  the  Commission,  he  is 
ordered  to  make  a  refund  to  consumers  of  the  excess  charge. 

H,  E,  Schmidt,  for  Applicant. 

By  the  Commission. 

OPINION. 

The  application  in  the  above  entitled  proceeding  alleges  that  the  pres- 
ent rate  for  water  supplied  to  consumers  is  entirely  inadequate,  taking 
into  consideration  the  investment  and  operating  expense  in  connection 
therewith.  The  Commission  is  therefore  asked  to  establish  a  rate  of  ^ 
per  month  for  each  family  occupying  a  50-foot  lot. 

A  public  hearing  was  held  in  Wasco  before  Examiner  Westover,  at 
which  all  interested  parties  were  given  an  opportunity  to  appear  and 
be  heard. 
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H.  P.  Devenney  is  engaged  iu  the  business  of  supplying  water  for 
domestic  purposes  to  some  thirty-eight  consumers  residing  in  a  section 
of  the  town  of  Wasco,  Kem  County.  The  present  rates  as  charged  by 
applicant  are  $2  per  month  for  each  family  occupying  a  50-foot  lot, 
and  $2  for  each  50-foot  lot  irrigated  for  lawn  or  garden  purposes.  This 
rate  was  arbitrarily  increased  April  1,  1921,  by  the  defendant  without 
authority  from  the  Commission,  from  the  former  rate  of  $1.50  per 
month. 

The  water  supply  is  obtained  by  pumping  from  a  well  located  in 
the  rear  of  applicant's  residence.  Water  is  stored  in  a  5000-gallon 
galvanized  tank  located  in  a  tankhouse  at  an  elevation  of  twenty-five 
feet  above  ground  and  distributed  through  approximately  3800  feet  of 
2-ineh  galvanized  iron  pipe. 

The  applicant  claimed  that  the  plant  cost  approximately  $3,700  and 
that  the  operation  expenses  for  the  year  1920  amounted  to  $993,  the 
revenues  for  the  same  period  amounting  to  $684. 

Mr.  M.  R.  MacKall,  of  the  Commission's  hydraulic  division,  sub- 
mitted a  report  and  an  appraisal  of  this  plant,  based  upon  available 
records  of  installation,  in  which  the  estimated  original  cost  of  the  sys- 
tem was  shown  as  $2,372,  the  replacement  annuity,  calculated  by  the 
sinking  fund  method,  as  $37,  and  recommending  a  reasonable  annual 
allowance  of  $627  for  maintenance  and  operation  expenses. 

The  valuation  placed  upon  the  system  by  the  applicant  was  not  based 
upon  actual  records  of  cost  of  installation  nor  upon  an  inventory.  The 
operation  expenses  for  1920  as  submitted  by  applicant  included  the 
cost  of  digging  a  well  pit  and  the  installation  of  new  pumping  equip- 
ment, both  of  which  should  be  charged  to  invested  capital.  A  careful 
consideration  of  the  evidence  leads  to  the  conclusion  that  the  estimates 
of  the  Commission's  engineer  are  fair  and  reasonable  and  they  are 
used  herein. 

The  total  annual  charges  based  upon  the  foregoing  figures  are  $854, 
and  the  revenues  for  the  year  1920  amounted  to  $684.  It  is  therefore 
evident  that  the  applicant  is  entitled  to  an  increase  in  revenue,  and 
the  rate  schedule  established  in  the  accompanying  order  is  designed 
to  produce  a  fair  return  to  the  utility  and  at  the  same  time  be  a  fair 
rate  to  the  consumers  for  the  service  rendered. 

ORDER. 

H.  P.  Devenney  having  made  application  as  above,  a  public  hearing 
having  been  held,  and  the  matter  having  been  submitted : 

It  is  hereby  found  as  a  fact  that  the  rates  now  charged  by  H.  P. 
Devenney  for  water  supplied  to  his  consumers  are  unjust  and  unrea- 
sonable in  so  far  as  they  difl'er  from  the  rates  herein  established,  and 
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tliat  tlie  rates  herein  established  are  just  and  reasonably  rates  for  such 
service. 

And  basing  its  order  upon  the  forgoing  findiag  of  fact  and  upon 
the  statements  of  faet  contained  in  the  opinion  whiefa  precedea  tkis 
order ; 

It  is  hereby  ordered,  that  H.  F.  Devennej'  be  and  he  is  hereby  author- 
ized and  directed  to  file  with  the  Railroad  Commission  withia  twenty 
(20)  days  from  the  date  of  this  order  the  following  rates  for  water 
delivered  to  his  consumers  in  Wasco,  effective  as  to  all  aerviee  rendered 
on  and  after  Xoveml)er  1,  1921 : 

Monthlff  flat  rat  cm. 

For  re8idpoe<>s.  per  month $1   70^ 

For  each  additional  TiO-foot  lot  actually  irrigated^  per  montb  injected 1  ?(♦ 

It  is  hereby  further  ordered,  that  H.  P.  Devenney  be  and  he  is  hereby 
ordered  to  refund  to  each  consumer  the  excess  collected  for  water  serv- 
ice over  the  former  rate  of  $1.50  per  month  up  to  the  effective  date  of 
this  order,  namely,  November  1,  1921. 

It  is  hereby  further  ordered,  that  H.  P.  Devenney  file  with  the  Rail- 
road Commission  within  thirty  (30)  days  from  the  date  of  this  order 
rules  and  regulations  governing  service  to  his  consumers,  said  rules 
and  regulations  to  be  and  become  effective  upon  their  acceptance  for 
filing  by  this  Commission. 

Dated  at  San  Prancisco,  California,  this  fourteenth  dav  of  October, 
1921. 


Decision  No.  9612. 


IX  THK  MATTER  OF  THE  APPLICATION  OP  PICKWICK  STAGES,  A 
OOPAUTNERSIUP,  AND  PICKWICK  STAGES.  INCORPOftATBa>,  A 
COUPOUATION,  FOR  AN  ORDER  AUT^pRIZING  THE  ISSUE  OF 
CAPITAL  STOCK  AND  THE  SALE  OF  THE  BUSINESS  OF  THE 
FORMER  TO  THE  I^TTER,  AND  THE  ISSUANCE  OF  8T00K 
THEREFOR, 


Application  No.  6527. 
Decided  October  14,  1921. 


AiTo  Stages — Stock  Issie — Goodwill. — It  Ir  held  tliat  an  item  of  $25,000  tor 
businesH  f^oodwill  should  not  be  included  in  physical  assets  against  which  stock 
mi^ht  be  issued.  The  Comroissi«>n  applied  the  same  rule  to  auto  stages  as 
pertain  to  gas  and  electric  utilities  issues. 

OPEBAnvE  PEBMIT8— Cost  of— Stock  May  Issue  Against. — It  is  held  that  the 
actual  cost  of  acquiring  permits  from  local  authorities  constitutes  an  asset 
aKaiu.sc  which  stock  may  be  issued. 

Warren  E.  Libby,  tot  Applicant. 
I^vtXAND,  Commismoner, 
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OPINION. 

Pickwick  Stages,  a  copartnership,  asks  permission  to  transfer  its 
optative  rights  and  properties  to  Pickwick  Stages,  Incorporated.  The 
latter  aska  permission  to  acquire  said  properties  and  to  issue  $100,000 
of  its  common  stock. 

This  application  was  heard  and  submitted  on  March  11,  subject  to  the 
right  of  counsel  for  applicant  to  file  a  written  outline  of  the  theory  on 
which  the  application  is  made.  This  outline  was  received  by  the  Com- 
mission on  September  18.    This  matter  is  now  ready  for  decision. 

It  appears  from  the  record  in  this  proceeding  that  Pickwick  Stages, 
a  copartnership,  is  engaged  in  a  general  stage  business  for  the  trans- 
portation of  passengers  and  baggage  for  hire  between  San  Diego  and 
Los  Angeles,  California,  over  both  the  coast,  and  inland  routes ;  from 
San  Diego  to  Escondido,  California ;  from  San  Diego  to  Oceanside,  Cali- 
fornia; from  San  Diego  to  Julian  and  Ramona,  California;  from  San 
Diego  to  Descanso,  California ;  from  San  Diego  to  El  Centro,  California, 
and  from  El  Centro  to  the  cities  of  Brawley  and  Calexico,  Californiai 

Pickwick.  Stages,  Incorporated,  has  an  authorized  stock  issue  of 
$100,000.  It  asks  permission  to  issue  $53,500  of  its  stock  in  exchange 
for  the  properties  and  business  goodwill  of  Pickwick  Stages,  a  copartner- 
ship, which  properties  are  described  in  Exhibit  **B"  filed  in  this  pro- 
ceeding; to  issue  $6,500  of  stock  to  cover  the  cost  of  franchises  reported 
in  Exhibit  '*C"  filed  in  this  proceeding,  and  to  issue  and  sell  at  not  less 
than  par  $40,000  of  stock  for  new  equipment.  In  Exhibit  *'B,''  the 
value  and  cost  price  of  the  physical  assets  of  Pickwick  Stages,  a  copart- 
nership, as  of  January  1,  1921,  are  reported  as  follows : 


^•ftote 

TaluaUon 

Gott  price 

Cash  on  hand  and  In  bank 

$3,825  00 

1.000  00 

1.500  00 

2,000  00 

2.000  00 

2,000  00 

2,000  00 

2.100  00 

3.500  00 

4.000  00 

4.000  00 

3,200  00 

1.800  00 

900  60 

2.400  00 

200  00 

500  00 

2.000  00 

25,000  00 

$3»825  0O 

1.500  00 

Oar  No.  10— Oadinac  8 

Oar  No.  11— Cadillac  8 

1.500  00 

Oar  No.  17— Cadillac  8 ... 

2.100  00 

Car  No.  18-Cadlllac  8 

1.800  00 

Car  No.  20-Oadinac  8. 

2.100  00 

Car  No.  21— Cadillac  8. 

2.000  00 

Oar  No.  50-Cadlllac  8 

2.100  00 

Car  No.  22—1920  Reo 

3,500  00 

Car  No.  23—1920  White 

4.000  00 

Car  No.  24-1920  White 

4.00DOO 

Car  No.  25— Packard  Twin 

a400  00 

Stage  depots  and  eaulpments  In  Imperial  County 

1.800  00 

I^os  Angeles  stage  depot .- _ 

900  00 

San  Diego  stage  depot 

2,400  00 
350  00 

Office  fixtures  _ 

Oarage  eQuipment 

600  00 

Accounts  receivable 

2.000  00 

Business  goodwill 

2S.00O0O 

Totals 

$63.925  00 

$64,875  00 

43—13711 
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Included  in  the  value  of  the  physical  assets  is  an  item  of  $25,000  for 
business  goodwill.  Counsel  for  applicant  has  filed  a  "Memorandum  of 
Points  and  Authorities, ' '  which  in  his  opinion  justifies  the  inclusion  of 
the  $25,000.  The  memorandum  has  been  considered  and  I  have  reached 
the  conclusion  that  the  same  principles  that  govern  the  Commission  in 
authorizing  a  gas  and  electric  company  to  issue  stock  should  govern  the 
issue  of  stock  by  a  stage  company.  In  my  opinion,  applicants  have  not 
made  a  sufficient  showing  to  warrant  the  issue  of  stock  against  the 
so-called  business  goodwill.  Deducting  the  $25,000  from  the  $63,925 
reported  as  the  value  of  the  physical  assets,  leaves  a  balance  of  $38,925. 
To  acquire  the  assets  described  in  Exhibit  '*B*'  free  and  clear  of  all 
encumbrances,  I  believe  that  Pickwick  Stages,  Incorporated,  should  be 
permitted  to  issue  stock  in  such  an  amount  as  at  80  will  net  $38,925. 
This  calls  for  the  issue  of  $48,700  par  value  of  stock. 

In  Exhibit  "C  filed  in  this  proceeding,  the  cost  of  acquiring  various 
operating  permits  from  local  authorities  is  reported  at  $6,619.56. 
These  permits  were  secured  prior  to  the  effective  date  of  the  present 
statute.  Under  the  former  law,  operating  permits  had  to.be  obtained 
from  every  incorporated  city  and  town  in  or  through  which  it  was 
intended  to  operate.  It  is  of  record  that  it  required  nearly  eighteen 
months  to  secure  the  necessary  permits.  I  am  of  the  opinion  that 
Pickwick  Stagas,  Incorporated,  should  be  permitted  to  issue  $6,500  of 
common  stock  for  the  purpose  of  financing  the  cost  of  the  permits 
described  in  Exhibit  ''C/' 

Pickwick  Stages,  Incorporated,  asks  authority  to  issue  and  sell  at  par 
$40,000  of  its  common  stock  to  ajquire  new  equipment.  A.  L.  Hayes, 
president  of  Pickwick  Stages,  Incorporated,  and  general  manager  of 
Pickwick  Stages,  a  copartnership,  testified  that  more  efficient  service 
could  be  given  if  the  company  owned  more  of  the  equipment  used  in 
its  operations.  At  the  time  of  the  hearing  on  this  application,  appli- 
cants operated  34  cars,  of  which  11  were  owned  by  the  copartnership 
and  the  remainder  were  leased.  If  Pickwick  Stages,  Incorporated,  is 
permitted  to  issue  stock  to  acciuire  new  equipment,  such  stock  will  be 
purchased,  according  to  the  testimony,  by  the  present  copartners  doing 
business  under  the  name  of  Pickwick  Stages,  a  copartnership,  and  their 
associates.  It  is  the  intention  of  the  management  to  purchase  White 
or  Pierce-Arrow  equipment.  I  believe  that  Pickwick  Stages,  Incorpo- 
rated, should  be  permitted  to  issue  and  sell  stock  to  acquire  additional 
equipment,  but  that  no  proceeds  obtained  from  the  sale  of  the  stock 
should  be  expended  until  the  Commission  is  furnished  with  a  detailed 
statement  showing  the  character  of  the  equipment  which  the  company 
intends  to  acquire  with  an  estimated  cost  thereof. 
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I  am  of  the  opinion  that  the  transfer  of  the  operative  rights  of  the 
Pickwick  Stages,  a  copartnership,  to  the  Pickwick  Stages,  Incorporated, 
should  be  authorized,  subject  to  the  conditions  of  this  order. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Application  having  been  made  to  the  Railroad  Commission  for 
authority  to  transfer  properties  and  operative  rights  and  to  issue  stock, 
a  public  hearing  having  been  held,  and  the  matters  having  been  duly 
submitted  and  the  Commission  being  fully  advised  and  of  the  opinion 
that  the  transfer  herein  sought  should  be  authorized  and  that  the  money, 
property  or  labor  to  be  procured  through  the  issue  of  stock  herein 
authorized  is  reasonably  required  by  applicant,  Pickwick  Stages, 
Incorporated ; 

//  is  hereby  ordered,  that  Pickwick  Stages,  a  copartnership,  be  and 
it  is  hereby  permitted  to  transfer  to  the  Pickwick  Stages,  Incorporated, 
the  operative  rights  described  in  this  application,  subject,  however,  to 
compliance  with  the  following  conditions: 

1.  Pickwick  Stages,  a  copartnership,  will  be  required  to  immediately 
cancel  all  tariffs,  rates,  classifications  and  time  schedules  now  on  file 
with  the  Railroad  Commission.  Applicant,  Pickwick  Stages,  Incorpo- 
rated, will  be  required  to  immediately  file  new  time  schedules,  tariffs, 
rates  and  classifications,  or  adopt  as  its  own  the  tariffs,  rates,  classifica- 
tions and  time  schedules  of  Pickwick  Stages,  a  copartnership,  all  tariffs, 
rates,  classifications  and  time  schedules  to  be  the  same  as  those  hereto- 
fore filed  by  Pickwick  Stages,  a  copartnership.  All  cancellations  and 
filing  must  be  made  in  accordance  with  the  provisions  of  General  Order 
No.  51  and  other  regulations  of  the  Railroad  Commission. 

2.  The  rights  and  privileges  hereby  authorized  to  be  transferred  may 
not  again  be  transferred,  assigned,  leased,  hypothecated,  sold  or  opera- 
tions thereunder  discontinued  unless  the  written  consent  of  the  Railroad 
Commission  to  such  transfer,  assignment,  lease,  hypothecation,  sale  or 
discontinuance  of  operation  shall  have  first  been  secured. 

3.  No  vehicle  may  be  operated  by  applicant,  Pickwick  Stages,  Incor- 
porated, under  the  authority  contained  in  this  approval  of  transfer 
unless  such  vehicle  is  owned  by  said  applicant,  or  is  leased  by  it  under 
a  contract  or  agreement  on  a  basis  satisfactory  to  the  Railroad  Cora- 
mission. 

It  is  hereby  further  ordered,  that  Pickwick  Stages,  Incorporated,  be 
and  it  is  hereby  authorized  to  issue  $100,000  par  value  of  common 
capital  stock.  The  authority  herein  granted  to  issue  said  stock  is 
subject  to  the  following  conditions: 
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.  1.  Of  the  stock  herein  authorized  to  be  issued,  $48,700  may.  be.issaed 
and  delivered  to  the  Pickwick  Stages,  a  copartnership,  in  full  payment 
for  the  properties  described  in  Exhibit  **B/' 

2.  Of  the  stock  herein  authorized  to  be  issued,  $6,500  may  be  sold 
by  applicant  for  not  less  than  par  and  the  proceeds  used  to  finance  the 
acquisition  of  the  operative  rights  and  permits  described  in  Exhibit  * '  C. ' ' 

3.  Of  the  stock  herein  authorized  to  be  issued,  $44,800  may  be  sold 
by  applicant,  for  cash,  at  not  less  than  par.  All  proceeds  realized 
from  the  sale  of  the  $44,800  of  stock  shall  be  deposited  in  a  special 
fund  and  expended  only  for  such  purposes  as  the  Railroad  Commis- 
sion may  hereafer  authorize  by  a  supplemental  order  or  orders. 

4;  I^ickwick  Stages,  Incorporated,  shall  keep  such  record  of  the  issue 
and  sale  of  the  stock  herein  authorized  and  of  the  disposition  of  the 
proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day  of 
each  month,  a  verified  report  as  required  by  the  Railroad  Commission's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a 
part  of  this  order. 

5.  The  authority  herein  granted  will  apply  only  to  such  stock  as  may 
be  issued,  sold  and  delivered  on  or  before  April  1,  1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Comrais^ioti  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  October^ 
1921. 


Decision  No.  9613. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  SAN  JOAQUIN  LIGHT 
AND  POWER  CORPORATION  FOR  AN  ORDER  AUTHORIZING  TBfe 
ISSUE  AND  SALE  OF  BONDS.  ,    - 


Application  No.  7222. 
.  Decided  October  14,  1921. 


Murray  Bourne,  for  Applicant 

Benbdict,  Cvmmvf9\on€r,  , 

OPINION. 

San  Joaquin  Light  and  Power  Corporation  asks  permission  to  issue 
and  sell  $2,000,000  of  its  unifying  and  refunding  mortgage  7  per  cent 
bonds,  and  to  issu^  and  pledge  with  the  trustee  under  its  unifying  and 
refunding  mortgage,  $1,422,000  of  its  Series  *'C''  firs.t  and  refunding 
mortgage  6  per  cent  bonds. 

By  Decision  No.  9015,  dated  May  26,  192i,  the  Railroad  Commission 
authorized  applicant  to  execute  a  mortgage  securing  a  total  issue  of 
$150,000,000  of  unifying  and  refunding  mortgage  bonds.  The  mort- 
gage, among  other  things,  provides  that  the  uncertified  first  and  refund- 
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ing  bonds  of  applicant  shall  from  time  to  time  be  certified  by  the 
trustee  under  the  first  and  refunding  mortgage  and  deposited  with  the 
trustee  under  the  unifying  and  refunding  mortgage.  Heretofore,  the 
Commission,  by  various  orders  in  Application  No.  6572,  has  authorized 
the  issue  and  sale  of  $7,000,000  of  unifying  and  refunding  mortgage 
bonds  and  the  issue  and  pledge,  as  partial  security  thereof,  of  $5,000,000 
of  first  and  refunding  mortgage  bonds.  The  company  now  asks  per- 
xnission  to  issue  an  additional  $1,422,000  of  first  and  refunding  mort- 
gage bonds  and  to  pledge  them  in  accordance  with  the  provisions  of  the 
unifying  and  refunding  mortgage.  It  appears  thai;  there  renvains 
tmcertifled  at  this  time  $1,463,000  of  first  and  refunding  mortg^e 
bonds. 

Applicant  requests  permission  to  sell  the  $2,000,000  of  unifying  and 
refunding  bonds  at  95^  per  cent  of  their  face  value  plus  accrued  interest, 
and  to  use  the  proceeds  to  reimburse  itself,  or  to  provide  the  cost  of 
constructing  additions,  extensions,  improvements  and  betterments  to 
its  property  made  since  January  3,  1917,  which  cost  has  not  been  reim- 
bursed or  paid  or  provided  for  out  of  the  proceeds  of  other  securities. 

The  company  reports,  in  Exhibit  **A,''  that  since  January  1,  1917, 
and  prior  to  September  1,  1921,  it  has  expended  $2,860,014.81  for 
capital  purposes  for  which  it  has  not  been  reimbursed.  Detailed  state- 
ments of  these  expenditures  show  that  this  amount  included,  among 
others,  expenditures  for  general  transmission  and  distribution  pur- 
poses, for  the  company's  12,500  kilovolt  ampere  Midway  steam  plant 
and  for  the  Kings  Canyon  and  Kern  River  developments. 

As  of  August  31,  1921,  applicant  reports  outstanding  $19,343,600  of 
stock,  consisting  of  $1,843,600  of  prior  preferred  stock,  $6,500,000  of 
preferred  stock  and  $11,000,000  of  common  stock.  On  the  same  date, 
its  interest-bearing  funded  debt  oustanding  in  the  hands  of  the  public 
is  reported  at  $25,065,000.  In  addition,  applicant  reports  accounts 
payable  of  $1,056,533.73,  notes  payable  of  $3,916,955.11,  and  sundry 
accruals  of  $368,861.81. 

Applicant  reports  its  revenues  and  expenses  for  the  twelve  months 
ending  August  31,  1921,  as  follows: 

Earnings: 

IJght $1,479,498  07 

Power   3,543,678  45 

Gas    315,213  63 

Wfttei- - ^,131  06 

llailway    130.995  61 

Total $5,503,516  82 

Operating  expense 1,903,119  66 

Net  earnings $3,609,397  16 

Miscellaneous  earnings 185,822  58 

Net  income   $3,786,219  74 
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Deduct: 

Accrued   taxes   and    iDsurance: $347,003  79 

Bad  debts 11,800  00 

Interest  deductions 1^7,258  68 

Bond  discount  and  expense 144,125  70 

Total    __.    1,900,188  17 

Net  profit $1386,031  57 

Accnied  sinkins  fund  and  depreciation 389,653  33 

Net  surplus $1,496^78  24 

A.  B.  Peat,  applicant's  treasurer  and  comptroller,  testified  that 
arrangements  had  been  made  for  the  sale  of  the  $2,000,000  of  unifying 
and  refunding  mortgage  bonds  to  Cyrus  Peirce  &  Company  at  95^  per 
cent  of  face  value  and  accrued  interest. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

San  Joa(iuin  Lij^ht  and  Power  Corporation,  having  applied  to  the 
Railroad  Commission  for  permission  to  issue,  sell  and  pledge  bonds,  a 
public  hearing  having  been  held,  and  the  Railroad  Commission  being 
of  the  opinion  that  the  money,  property  or  labor  to  be  procured  or  paid 
for  by  such  issue,  sale  and  pledge  is  reasonably  required  for  the  purpose 
or  purposes  specified  herein,  and  that  the  expenditures  for  such  purpose 
or  purposes  are  not  in  whole  or  in  part  reasonably  chargeable  to  oper- 
ating expenses  or  to  income; 

It  is  hereby  ordered,  that  San  Joaquin  Light  and  Power  Corporation 
be  and  it  is  hereby  authorized  to  issue  and  sell,  at  not  less  than  95^  per 
cent  of  their  face  value  and  accrued  interest,  $2,000,000  of  unifying  and 
refunding  mortgage  7  per  cent  bonds,  and  to  use  the  proceeds  to  reim- 
burse its  treasury  for,  or  to  provide  the  cost  of,  the  expenditures 
referred  to  in  Exhibit  **A"  attached  to  the  petition. 

It  is  hereby  further  ordered,  that  San  Joaquin  Light  and  Power 
Corporation  be  and  it  is  hereby  authorized  to  issue  $1,422,000  of  first 
and  refunding  mortgage  bonds  and  to  pledge  them  with  the  trustee 
under  its  unifying  and  refunding  mortgage  as  security  in  part  for  the 
bonds  issued  under  said  unifying  and  refunding  mortgage. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  Applicant  shall  keep  such  record  of  the  issue,  sale  and  pledge  of 
the  bonds  herein  authorized  and  of  the  disposition  of  the  proceeds  as 
will  enable  it  to  file,  on  or  before  the  twenty-fifth  day  of  each  month, 
a  verified  report  as  required  by  the  Railroad  Commission's  General 
Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of 
this  order. 
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2.  The  authority  herein  granted  will  not  become  eflfective  until  appli- 
cant has  paid  the  fee  prescribed  by  section  57  of  the  Public  Utilities 
Act,  which  fee  is  $1,500. 

3.  The  authority  herein  granted  shall  apply  only  to  such  bonds  as 
may  be  issued  and  sold  or  pledged  on  or  before  April  30,  1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fourteenth  day  of  October, 
1921. 


Decision  No.  9620. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  SACRAMENTO 
NORTHERN  RAILROAD.  A  CORPORATION,  SACRAMENTO  NORTH-- 
ERN  RAILWAY.  A  CORPORATION,  THE  WESTERN  PACIFIC 
RAILROAD  COMPANY.  A  CORPORATION.  FOR  AN  ORDER  OF 
THE  RAIIJIOAD  (COMMISSION  OF  THE  STATE  OF  CALIFORNIA : 
(1)  AUTHORIZING  SAID  SACRAMENTO  NORTHERN  RAILROAD 
TO  SEIJ^  ALL  OF  ITS  PROPERTIES,  RKHITS  AND  FRANCHISES 
to  SAID  SACRAMENTO  NORTHERN  RAILWAY;  (2)  ArTHORIZ- 
ING  SAID  SACRAMENTO  NORTHERN  RAILWAY  TO  ISST  E  IN 
CONNECTION  WITH  SAID  TRANSACTION  NINE  HTTNDRED 
NINETY-FIVE  THOt'SAND  DOLLARS  PAR  VALVE  OF  ITS  CAP- 
ITAL STOCK,  AND  (3)  AUTHORIZING  THE  WESTERN  PACIFU* 
RAII^OAD  COMPANY  TO  PURCHASE  SAID  CAPITAL  STO(?K  OF 
THE  SACRAMENTO  NORTHERN  RAILWAY,  AND  THE  OUTSTAND- 
ING BONDS  OF  SAID  SACRAMENTO  NORTHERN  RAILROAD.  AND 
TO  REIMBURSE  ITSELF  FOR  SUCH  EXPENDUn'RES  FROM  THE 
PROCEEDS  OF  ITS  BONDS. 


Application  No.  7147. 
Decided  October  18,  1921. 


Railroad  Pbopebty — To  Transfer — Fraud — Jurisdiction. — The  Commission 
reiterates  that  its  jurisdiction  does  not  extend  to  determination  of  charges  of 
fraud,  holding  that  such  charges  must  be  adjudicated  by  the  courts. 

Tbansfkb  of  Properties. — The  Commission's  primary  interest  in  applications  for 
transfer  of  property  is  to  determine  that  the  price  is  not  excessive  and  that 
the  trani^er  is  in  the  interest  of  the  public. 

TaANBFEM  OF  RAILROAD — PUBLIC  INTEREST. — The  transfer  of  the  Sacramento 
Northern  Railroad  to  the  Western  Pacific  is  held  in  the  public  interest  and 
is  authorized. 

Hidney  M,  Ehrman,  for  Sacramento  Northern  Railroad. 

^ared  How  and  Lester  </.  Hinsdale^  for  Sacramento   Northern  Railway  and  The 

Western  Pacific  Railroad  Company. 
Robert  Duncan^  for  Miles  Standish  and  P.  Connolly,  Intervenors. 

Benedict,  Commissioner, 

OPINION. 

This  application,  as  amended,  involves  the  sale  and  transfer  of  the 
properties  of  Sacramento  Northern  Railroad  to  Sacramento  Northern 
Railway;  the  issue  of  $1,000,000  of  common  stock  by  Sacramento  North- 
em  Railway;  the  assumption  of  the  payment  of  the  bonded  indebted- 


Digitized  by 


Google 


680  CALIFORNIA  RAILROAD  COMMISSION  DECISIONS. 

ness  of  Sacramento  Northern  Railroad  by  Sacramento  Northern  Rail- 
way; the  purchase  of  the  stock  of  Sacramento  Northern  Railway  by 
The  Western  Pacific  Railroad  Company,  and  the  expenditure  of  pro- 
ceeds by  The  Western  Pacific  Railroad  Company  obtained  from  the 
sale  of  bonds. 

Sacramento  Northern  Railroad  was  authorized  by  Decision  No.  5432, 
dated  May  25,  1918,  as  amended  (Volume  15,  Opinions  and  Orders  of 
the  Railroad  Commission  of  California,  page  747),  to  issue  not  exceed- 
ing $5,200,000  of  stock  and  $5,500,000  of  bonds  to  acquire  the  properties 
formerly  owned  by  Northern  Electric  Railway  Company  and*  its 
affiliated  and  subsidiary  companies.  Under  the  authority  granted  by 
the  Commission,  Sacramento  Northern  Railroad  issued  stock  as  follows : 

Cominoii    $1,883,3^  G5 

Second  preferred  6  per  cent  noncnmalative 793,152  19 

First  preferred  6  per  cent  noncamulative 1,806^362  31 

Total    fl,484,897  l."* 

Of  the  $5,500,000  face  value  of  bonds  authorized  to  be  issued,  Sac- 
ramento Northern  Railroad  issued  $5,224,373.14,  divided  into  the  fol- 
lowing four  classes  : 

Class  "A"  5  per  i-ent,  interest  payable  from  July  1,  lf>lS $1,908,811  oO 

Class  **B"  5  per  cent,  interest  payable  from  July  1,  1010 904,269  6G 

Class  **C**  5  per  cent,  interest  payable  from  July  1,  1922 1,205,645  96 

Class  "D"  5  per  cent,  interest  payable  from  July  1,  1927_- 1,205,645  96 

The  four  classes  of  bonds  are  equally  secured  by  the  terms  of  the 
mortgage  under  which  they  were  issued  and  differ  from  each  other 
only  in  respect  to  the  dates  on  which  the  interest  payments  become 
eflfective. 

Under  date  of  July  20,  1921,  The  Western  Pacific  Railroad  Corpora- 
tion offered  to  buy  all  the  bonds  and  stock  of  the  Sacramento  Northern 
Railroad.  This  offer  was  renewed  under  date  of  August  25,  1921,  by 
The  Western  Pacific  Railroad  Corporation,  which  has  agreed  to  keep 
the  offer  open  for  ten  days  after  action  by  the  Railroad  Commission 
of  California  and  the  Interstate  Commerce  Commission  approving  the 
sale  of  the  properties  of  the  Sacramento  Northern  Railroad  pursuant 
to  the  offer  of  The  Western  Pacific  Railroad  Company.  The  Western 
Pacific  Railroad  Corporation  has  offered  to  pay  $27.50  per  share  for 
trust  certificates  representing  first  preferred  stock  of  Sacramento 
Northern  Railroad;  $15  per  share  for  trust  certificates  representing 
second  preferred  stock  of  Sacramento  Northern  Railroad,  and  $6  per 
share  for  trust  certificates  representing  common  stock  of  Sacramento 
Northern  Railroad.  The  bonds  of  the  Sacramento  Northern  Railroftd 
(of  whatever  class)  The  Western  Pacific  Railroad  Corporation^  offered 
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to  aciquire  iby  exchanging  first  mortgage  bonds  of  The  Western  Pacific 
Railroad  Company  issued  under  its  mortgage  dated  June  26,  1916,  on 
fhe  basis  of  $80  face  value  of  such  bonds  for  $100  face  value  of  Sac- 
r«tmento  Nortliem  Railroad  bonds.  Charles  Elsey,  secretary  of  The 
Western  Pacific  Railroad  Company,  testified  that  as  of  the  close  of 
business  September  24,  1921,  The  Western  Pacific  Railroad  Cor- 
|)oration  had  acquired  $5,144,279.13  face  value  Of  the  bonds  and 
$4,548,096.64  par  A'alue  of  the  outstanding  stock  of  Sacramento  North- 
em  Railroad.  As  of  the  date  mentioned,  The  Western  Pacific  Railroad 
Corporation  had  acquired  more  than  97  per  cent  of  the  outstanding 
stbi;k  and  more  than  98  per  cent  of  the  outstanding  bonds  of  Sacrai- 
mento  Northern  Railroad.  Of  the  outstanding  stock  $136,800.51  pftr 
value,  and  of  the  bonds  $80,094.01  face  value  have  not  been  deposited 
under  the  offer  made  by  The  Western  Pacific  Railroad  Corporation. 
The  Western  Pacific  Railroad  Company,  controlled  through  stock  own- 
ership by  The  Western  Pacific  Railroad  Corporation,  under  date  of 
August  9, 1921,  offered  to  purchase  all  of  the  properties  of  Sacramento 
Northern  Railroad  at  a  cost  of  $730,000  cash  and  assume  the  payment 
of  the  outstanding  bonds  of  Sacramento  Northern  Railroad  and  the 
perfoimiance  of  all  other  obligations.  The  offer  provides  that  the  prop-; 
erties  shall  be  transferred  to  a  corporation  to  be  organized  by  The 
Western  Pacific  Railroad  Company  bearing  the  name  of  Sacramentd 
Northern  Railway,  or  other  appropriate  name  selected  by  The  Western 
Pacific  Railroad  Company.  To  consummate  this  transaction,  The 
Western  Pacific  Railroad  Company  has  caused  to  be  organized  the 
Sacramento  Northern  Railway  with  an  authorized  stock  issue  of 
$1,000,000  and  has  agreed  to  purchase  all  of  such  stock  to  enable  the 
Sacramento  Noxthem  Railway  to  purchase  the  properties  of  Saqramento 
Northern  Railroad  and  make  improvements.  It  appears  from  the  testi- 
mony that  the  only  reason  for  organizing  the  Sacramento  Norther^ 
Railway  is  the  fact  that  The  Western  Pacific  Railroad  Company  can 
I^ot  expend  any  proceeds  from  the  sale  of  its  first  mortgage  bonds.  t» 
inpiprove  or  extend  the  properties  of  a  subsidiary  company  unless  it 
owns  all  of  the  outstanding  stock  of  such  subsidiary  company.  Inas^ 
i^ueh  as  all  of  the  stock  of  the  Si^cramento  Northern  Railroad  has  not 
he^p.  deposited  under  the  offer  made  by  The  Western  Pacific  Railroad 
CcaT)oration,  The  Western  Pacific  Railroad  Company  is  prevented  by 
thie  terms  of  its  first  mortgage  from  using  any  of  the  proceeds  obtain^ 
from  the  sale  of  its  first  mortgage  bonds  to  extend  or  improve  the 
service  of  the  Sacramento  Northern  Railroad,  The  service  will  be 
iDfkpfoved  jmd  extended,  according  to  the  testimony  of  CM.  Levey, 
piN^dent  of  The  Western  Pacific  JCailroad-  Company,  after  thr  Sacra- 
fnenlkv  Northetti  Riailroad  properties  are  transferred  to  the  Sacramento 
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Northern  Railway,  all  of  whose  stock  will  be  owned  by  The  Western 
Pacific  Railroad  Company. 

Miles  Standish  and  P.  Connolly,  intervenors,  represented  by  Robert 
Duncan,  protest  against  the  granting  of  this  application  on  the  ground, 
among  others,  that  the  price  offered  for  the  properties  of  Sacramento 
Northern  Railroad  is  inadequate  and  that  the  transfer  of  the  prop- 
erties will  result  in  actual  or  implied  fraud  upon  the  rights  of  the 
intervenors  and  other  stock  or  bond  holders  who  have  not  deposited 
their  stock  and  bonds. 

The  Commission  has  on  several  occasions  announced  that  it  did  not 
have  sufficient  jurisdiction  to  determine  charges  of  fraud  and  that 
such  charges  must  be  adjudicated  in  the  courts.  The  Commission  is 
interested  primarily  in  the  transfer  of  these  properties  from  two  points 
of  view:  first,  that  the  price  being  paid  is  not  excessive;  and,  second, 
that  the  transfer  is  in  the  interest  of  the  public.  In  Decision  No.  5432, 
dated  May  25,  1918,  the  Commission  referred  to  findings  of  its  engi- 
neering department  and  of  A.  S.  Kibbe,  consulting  engineer.  In  its 
decision  the  Commission  says: 

The  engineering  department  of  the  Railroad  Commission  estimated  the  reproduc- 
tion cost  of  the  Northern  Electric  properties  at  $10^324J88  and  the  reprodaction 
cost  less  depreciation  at  $J>,li)4,!)0ij.  A.  S.  Kibbe,  consulting  engineer  for  applieantB, 
estimates  the  reproduction  cost  of  the  properties  at  approximately  $11,000,000  and 
the  reproduction  cost  less  depreciation  at  approximately  $10,000,000.  Inaamucb  aa 
the  amended  reorganization  plan  provides  for  an  issue  of  $5,200,000  of  stock  and 
$5,500,000  of  bonds,  the  capitalization  proposed  can  not  be  held  unreasonable,  pro- 
vided the  property  can  sustain  the  bond  issue. 

Charles  Blsey  estimates  the  total  cost  of  the  securities  which  The 
Western  Pacific  Railroad  Company  intends  to  acquire  at  $4,450,000, 
an  amount  which  is  considerably  less  than  the  estimated  reproduction 
cost  new  less  depreciation  of  the  properties.  Intervenors  urge  that 
the  price  offered  for  the  properties  is  inadequate,  and  therefore  the 
application  should  be  denied.  The  fact,  however,  remains  that  the 
holders  of  more  than  97  per  cent  of  the  stock  and  the  holders  of  more 
than  96  per  cent  of  the  bonds  of  Sacramento  Northern  Railroad  con- 
sider the  price  adequate  and  have  deposited  their  stock  and  bonds. 
The  Commission  can  not  settle  a  controversy  of  the  character  indicated 
in  this  proceeding  between  stock  and  bond  holders.  It  might  be  men- 
tioned, however,  that  because  of  the  preference  given  to  the  holders 
of  the  first  preferred  stock  of  Sacramento  Northern  Railroad  by  the 
articles  ^f  incorporation  of  that  company,  the  net  proceeds  realized 
from  the  sale  of  its  property  in  ease  of  liquidation  will  go  to  the 
holders  of  the  first  preferred  stock. 

The  record  leaves  no  doubt  in  my  mind  that  the  transfer  of  the 
properties  of  the  Sacramento  Northern  is  in  the  interest  of  the  puUie. 
The  testimony  is  conclusive  that  the  Sacramento  Northern  Railroad 
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hM  not  sufiScient  fonds  to  develop  properly  its  properties  a»d  meet 
the  needs  of  the  shipping  and  travelins:  public.  The  Western  Pacific 
Railroad  Company,  on  the  other  hand,  has  the  funds  required  to 
improve  the  present  service  and  construct  extensions  to  the  existing 
lines.  Its  equipment  will  become  available  to  its  subsidiary,  the 
Sacramento  Northern  Railway. 

The  Western  Pacific  Railroad  Company  asks  permission  to  use  not 
exceeding  $4,450,000  of  the  proceeds  obtained  from  the  sale  of  its 
first  mortgage  bonds,  the  issue  of  which  has  heretofore  been  authorieed 
by  the  Commission,  to  acquire  the  stock  of  Sacramento  Northern  Rail- 
way and  the  bonds  of  Sacramento  Northern  Railroad.  This  request 
of  the  company,  I  believe,  should  be  granted  and  the  order  in  Decision 
No.  3505,  dated  July  12,  1916*,  as  amended,  and  the  order  in  Deeision 
No.  8834,  dated  April  9,  1921,  modified  accordingly. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Application  having  been  made  for  permission  to  transfer  properties, 
issue  stock  and  acquire  properties,  as  indicated  in  the  opinion  which 
precedes  this  order,  a  public  hearing  having  been  held,  and  the  Rail- 
road Commission  being  of  the  opinion  that  the  money,  property  or 
labor  to  be  procured  or  paid  for  through  the  issue  of  stock  herein 
authorized  is  reasonably  required  for  the  purposes  specified  in  this 
order,  and  that  the  expenditures  herein  permitted  are  not  in  whole  or 
in  part  reasonably  chargeable  to  operating  expenses  or  to  income ; 

It  is  hereby  ordered^  as  follows: 

1.  Sacramento  Northern  Railroad  be  and  it  is  hereby  authorized  to 
sell  and  transfer  for  the  sum  of  $730,000  in  cash,  all  of  its  properties, 
more  particularly  described  in  Schedule  **!,*'  attached  hereto,  to  Sac- 
ramento Northern  Railway,  in  accordance  with  the  terms  of  the  agree- 
ment, a  copy  of  which,  marked  Exhibit  **F,'*  is  filed  in  this  proceeding. 

2.  Sacramento  Northern  Railway  be  and  it  is  hereby  authorized  to 
purchase  the  properties  of  Sacramento  Northern  Railroad;  to  issue 
and  sell,  for  cash,  on  or  before  April  1,  1922,  at  not  less  than  par, 
$1,000,000  of  its  common  stock;  to  assume  the  payment  of  the  out- 
standing bonds  of  the  Sacramento  Northern  Railroad  and  the  per- 
formance of  the  covenants  and  conditions  of  the  mortgage  securing 
the  payment  of  said  bonds,  and  to  execute  all  deeds  and  assignments 
necessary  to  complete  the  transfer  of  the  properties  which  it  is  hereby 
authorized  to  acquire. 

3.  The  Western  Pacific  Railroad  Company  be  and  it  is  hereby 
authorized  to  purchase  the  $1,000,000  of  stock  of  Sacramento  Northern 
Railway. 
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4.  The  order  in  Decision  No.  3505,  dated  Jnly  12,  1916,  as  amended, 
and  the  order  in  Decision  No.  8834,  dated  April  9,  1921,  be  and  th€<y 
are  thereby  modified  so  as  to  permit  The  Western  Pacific  Railroad 
Company  to  use  not  exceeding*  $4,450,000  of  the  proceeds  obtained 
from  the  fiiale  of  first  mortgage  bonds,  the  issue  of  which  is  authorized 
by  said  decisions,  to  acquire  the  stock  of  the  Sacramento  Norttiem 
Railway  and  the  bon^  of  the  Sacramento  Northern  Railroad,  or  reim- 
burse its  treasury  on  account  of  the  moneys  expended  for  the  purehaae 
of  said  stock  or  bonds.  ' 

.iS.  Saeramento  Northern  Railway  be  and  it  is  hereby  permitted  to 
use  not  exceeding  $730,000  of  the  proceeds  obtained  from  tie  sale  of 
ils' stock  to  acquire  the  properties  of  Sacramento  Northern  Railroad. 
The  remainder  of  the  proceeds  obtained  from  the  sale  of  its  stock,  tdie 
Sacramento  Northern  Railway  may  use  as  working  capital. 

6.  Sacramento  Northern  Railway  shall  keep  such  record  of  the 
issue  and  sale  of  the  stock  herein  -authorized  and  of  the  disposition  of 
the  proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day 
of  each  month,  a  verified  report  as  required  by  the  Railroad  Commis- 
sion's General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is 
m|ide,a  part  of  this  order. 

7.  The  consideration  being  paid  for  the  properties  of  Saeramento 
Northern  Railroad  shall  not  be  urged  before  this  Commission,  or  other 
body  having  jurisdiction,  as  a  basis  of  rates,  or  for  any  purpose  other 
than  the  transfer  herein  permitted. 

8.  The  authority  herein  granted  will  apply  only  to  such  transfer  of 
properties  as  may  be  effected  on  or  before  April  1,  1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  a§  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  Calif qrnia. 

.  Dtited  at  San  Francisco,  California,  this  eighteenth  day  of  October, 
1921. 

SCHEDULE  1. 

The  properties  authorized  to  be  transferred  by  the  order  preceding 
this  schedule  and  the  conditions  of  transfer  are  as  described  in  Exhibit 
-'P,'*  filed -in  this  proceeding,  which  reads: 

THIS  AGREEMENT,  made  this  first  day' of  September,  5021,  by  and  between 
the  Sacrfltmento  Northern  Railroad,  a  corporation  organized  and  existing  under  tb« 
laws  of  the  State  of  California,  hereinafter  called  the  "Railroad  Company,"  party 
of  the  first  part,  and  the  Sacramento  Northern  Railway,  a  corporation  organized 
anif  existing  under  the  laws  of  the  State  of  California,  hereinafter  called  the 
^*JUilway  Company,"  party  of  the  second  part, 
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WITNESSKTH,  that  in  consideration  of  the  mutual  covenants  and  agreemeotn 
herein  set  forth,  the  parties  hereto  hereby  agree  each  with  the  other  as  iollow4» 
to  wit:    .       •  .,  ■ 

.  Fir»t — ^Sobject  to  the  conditions  hereinafter  set  forth  the  Railroad  Company 
hereby  covenants  and  agrees  to  sell  and  convey  to  the  Kailway  Company,  and  the 
Railway  Company  agrees  to  purchase  from  the  Railroad  Company  for  the  sum  of 
seven  hnndred  and  thirty  thousand  dollars,  all  and  singular  the  foHowing  described 
lines  of  zailroad,  terminals,  lands,  equipment,  shares  of  stock,  aoxl  real  and  personal 
property  owned  by  the  Railroad  Company,  to  wit : 

1.  A  main  line  of  railroad  commencing  at  and  in  the  town  of  Hamilton,  hi!  the 
county  of  Glenn,  State  of  California;  running  thence  in  a  general  southeasterly, 
easterly  and  southerly  direction  through  the  said  county  of  Glenn  and  the^  counties 
of  Bntt€{  Sutter^  Yuba  and  Sacramento  to  and  through  the  city  of  Sacramento  in 
said  county  of  Sacramento,  and  to  the  west  bank  of  the  Sacramento  Rtver'in  the 
county,  of  Yolo,  passing  through  the  city  of  Chico  in  said. county  of  Buite,  the 
town  of  Yuba  City  in  said  county  of  Sutter  and  the  city  of  Marysville  in  aaid  county 
of  Yuba,  and  including  a  line  of  railroad  leaving  the  above  described  line  at  a  station 
known  as  Tres  Vias  in  the  county  of  Butte,  and  running  thence,  in  a'  gederal 
easterly  direction  into  the  town  of  Oroville  in  said  county  of  Butte,  said  Iine"ef 
railroad  being  about  107  miles  in  length.  '         ••  • 

2.  A  line  of  railroad  commencing  at  a  station  on  the  above  desoribed  line  4(nown 
as  Heyman,  in  the  county  of  Sutter;  running  thence  in  a  general  westerly  and 
northwesterly  direction  through  said  county  of  Sutter  and  the  county  of  Colusa  to 
and  through  the  town  of  Colusa  in.  said  county  of  Colusa — >being  about  2^  miles  in 
length. 

3.  A  line  of  railroad  commencing  at  a  connection  with  the  railroad  described  in 
paragraph  1,  above,  on  the  west  bank  of  the  Sacramento  River  in  the  county  of 
Yolo;  running  thence  in  a  general  northwesterly  and  westerly  direction  through 
said  county  of  Yolo  to  and  through  the  city  of  Woodland  in  said  county  ol  Yolo, 
including  a  line  of  railroad  on  Second  street  in  said  city  of  Woodland — being  about 
17  miles  in  length.  ■-'  > 

4.  A  branch  line  of  railroad,  having  its  initial  point  and  connection  witlv  the  rail- 
road described  in  paragraph  1  above,  at  a  station  thereon  in  the  county- of 'Sacra- 
mento, known  as  Globe,  and  extending  thence  in  a  northeasterly  direction  to  a  sta- 
tion known  as  Swanston  in  said  county  of  Sacramento — being  about  1.4  miles  in 
len^h. 

r».  A  line  of  railroad  commencing  at  and  in  the  town  of  Vacaville  in  the  couniV 
of  Solano;  running  thence  in  a  general  southeasterly  direction  to  a  station  on'  the 
proposed  line  of  railroad  hereafter  mentioned  known  as  Vacaville  Junction ;' ^thence 
in  a  general  southwesterly  direction  along  said  proposed  line  to  a  station  'theredh 
known  as  Wlllotta,  including  a  branch  line  from  a  point  on  said  line  at  or  near 
the  town  of  Fairfield ;  running  thence  through  the  town  of  Fairfield  and  the  town 
Of  Suisun  City,  all  in  the  said  county  of  Solano,  having  a  length  of  about  lo  tnlles; 
also  all  franchises  and  rights  of  way  for  the  purpose  of  constructing,  maintaining 
and  operating  a  proposed  line  of  railroad  commencing  at  a  connection  with  the 
railroad  described  in  paragraph  1,  above,  on  the  west  bank  of  the  Sacramento  Rivrr 
in  the  county  of  Yolo ;  running  thence  in  a  general  westerly,  southwesterly '  aiid 
southerly  direction  through  the  counties  of  Yolo,  Napa  and  Solano  to  and  through 
the  city  of  Vallejo  in  said  county  of  Solano,  and  passing  through  said  above  men- 
tioned stations  of  Vacaville  Junction  and  Willotta,  said  proposed  line  being  about 
00  miles  in  length.        .  .m 

0.  All  local  electric  street  railway  lines  in  and  about  the  city  of  Chico  in  the 
county  of  Butte,  and  in  the  town  of  Yuba  City  in  the  county  of  Sutter;  add- < tile 
city  of  Marysville  in  the  county  of  Yuba,  and  in  the  city  of  Sacramento*  county  of 
Sacramento.  .  •     '       '    ' 

..  7.  All  franchises,  rights  and  privileges  and  all  terminals  and  all  lands  and  itti^v- 
ests  in  lands,  easements  therein  and  improvements  thereon,  including,  among  other 
things,  the  rights  of  way,  yards,  roadbeds,  roadways,  tracks,  sidetracks,  turnouts, 
sidings,  switches,  bridges,  culverts,  embankments,  tunnels,  depots,  freight  'hou«e«, 
warehouses,  stations,  car  houses,  power  houses,  transformer  bouses,  buildings, 
structures,  shops,  rails,  poles,  pole  lines,  cables,  wires,  fixtures  and  furniture,  dock*, 
wharves,  piers,  ships,  telephone  and  telegrapli  lines  and  other  structures  and  erec- 
tions and  the  appurtenances  of  all   and  every  of  the  foregoing,  whether  or'  net 
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for  tMe  in  coiiD«ctioir  with  said  or  any  lines  of  railroad,  or  said  or  any  proposed 
lines  of  railroad. 

8.  AH  rolling  stock,  cars,  motors,  engines,  equipment;  all  machinery, .  dynamos, 
tools,  implements  and  appliances;  all  electrical  generatinir  and  transmismon  and 
other  electrical  apparatus,  and  all  other  equipment,  apparatus,  appliances  and 
facilitieB. 

9.  The  estates,  interest  and  rights  of  the  company  under  any  and  all  leaMs, 
leaseholds,  rights  under  leases  or  contracts,  trackage  agreements,  traffic  agreeraentf 
and  operating  agreements. 

10.  The  following  shares  of  stock  in  other  corporations: 

755  shares  of  the  par  value  of  $100  each  of  the  capital  stock  of  the  Northern 

Realty  Company. 
3^  shares  of  the  par  value  of  $100  each  of  the  West  Side  Railroad  Company. 
13,000  shares  of  the  par  value  of  $1  each  of  the  Northern  Warehouse  Company. 
10  shares  of  the  par  value  of  $100  each  of  the  Elast  Nicolaus  Warehoaac 

Company. 
10  shares  of  the  par  value  of  $100  each  of  the  Cattell  Warehouse  Conpaoy. 

11.  All  those  certain  parcels  of  laud  and  other  properties,  rights  and  interests 
described  in  the  following  deeds  executed  by  the  Northern  Realty  Company  to 
Sacramento  Northern  Railroad: 

Deed  dated  November  29,  1920,  recorded  in   the  records  of  Solano  County, 

California,  in  book  249  of  Deeds,  page  284; 
Deed  dated  November  29,   1920,   recorded  in  the  records  of  Colssa  County, 

California,  in  book  98  of  Deeds,  page  222; 
Deed  dated   November  29,   1920,   recorded   in   the   records  of  Sutter  County, 

California,  in  book  71  of  Deeds,  page  297; 
Deed   dated   November  29,    1920,   recorded   in   the   records  of  Yuba   County, 

California,  in  book  75  of  Deeds,  page  341 ; 
Deed   dated   November  29,   1920,   recorded   in   the   records  of   Butte   County, 

California,  in  book  1H7  of  Deeds,  page  431; 
Deed  dated  November  2J1,  1920,  recorded  in  the  records  of  Sacramento  County, 

California,  in  book  551  of  Deeds,  page  189; 
Deed  dated  February  4,  1921,  recorded  in  the  records  of  Sacramento  County, 

California,  in  book  551  of  Deeds,  page  387. 

Also  all  other  real  property  or  any  interest  therein  belonging  to  the  Railroad 
Company  of  every  kind  and'  nature  whatsoever. 

12.  AJso  all  bonds,  securities,  moneys,  aceouuts  and  bills  receivable,  claims,  and 
all  other  property,  interests  and  rights  which  shall  belong  to  the  Railroad  Company 
or  to  which  it  may  be  entitled,  at  the  time  of  the  execution  and  delivery  of  the 
instruments  of  conveyance  Atid  assignment  of  the  properties  aforesaid. 

The  Railroad  Company  covenants  and  agrees  that  upon  the  making  of  the  orders 
of  the  Railroad  Commission  of  California  and  of  the  Interstate  Commerce  Com- 
mission, as  set  forth  iu  paragraph  third  hereof,  it  will  execute  and  deliver  to  the 
Railway  Company  such  deeds  and  other  instruments  of  conveyance  and  aasii^B- 
ments  as  shall  be  necessary  to  vest  in  the  Railway  Company  title  to  all  of  the 
properties  aforesaid,  subject,  however,  to  the  liens,  bonds,  indebtedness,  and  obli- 
gations referred  to  in  paragraph  second  hereof. 

Second — The  properties,  rights  and  franchises  are  to  be  sold  and  conveyed  as 
aforesaid,  subject  to  the  lien  of  a  mortgage  and  deed  o4  trust  executed  by  tke 
Railroad  Company  to  the  Mercantile  Trust  Company  of  San  Francisco,  as  trustee, 
dated  July  1,  1918,  under  which  bonds  to  the  amount 'of  five  million  two  hundred 
and  twenty-four  thousand  three  hundred  and  seventy-thrQe  dollars  and  fourteen 
cents  ($5,224,373.14),  aggregate  par  value,  are  now  outstanding,  and  also  to  all 
other  lawful  obligations,  contracts  and  indebtedness  of  the  Railroad  Company 
existing  at  the  time  of  such  conveyance  and  transfer. 

The  Railway  Company  further  agrees  that  in  consideration  of  the  sale  of  the 
properties  aforesaid  it  will  assume  and  agree  to  pay  the  principal  and  interest  of 
such  bonds  as  the  same  shall  respectively  become  due,  and  will  perform  each  and 
all  of  the  covenants  and  conditions  of  the  said  mortgage  and  deed  of  trust,  and 
in  every  respect  comply  with  all  the  terms  and  conditions  imposed  by  article  IX 
of  said  mortgage  and  deed  of  trust  upon  any  corporation  which  shall  purchase  as 
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an  entirety  all  of  the  property  of  the  Bailroad  Company ;  also  to  assume  and  agree 
to  pay  and  perform  all  other  lawful  obligations,  contracts  and  indebtedness  of  the 
Railroad  Company  existing  at  the  time  of  the  execution  and  delivery  of  the  afore- 
said deeds  and  instruments  of  conveyance  and  assignment,  and  to  hold  the  Railroad 
C^Mnpany  harmless  from  each  and  all  of  said  bonds,  obligations,  contracts  and 
indebtedness. 

Third — The  agreement  of  the  Railroad  Company  to  sell  and  of  the  Railway 
Company  to  purchase  the  properties  aforesaid  is  subject  to  the  following  conditions : 

1.  The  sale  and  conveyance  of  said  property,  rights  and  franchises,  upon  the 
terms  aforesaid,  shall  be  duly  authorized  by  the  Railroad  Commission  of  the  State 
of  California  and  by  the  Interstate  Commerce  Commission. 

2.  The  issuance  of  the  capital  stock  of  the  Railway  Company  to  The  Western 
Pacific  Railroad  Company,  a  corporation  organised  and  existing  under  the  laws 
of  the  State  of  California,  and  the  purchase  of  such  stock  by  said  company  to  an 
amount  sufficient  to  provide  the  Railway  Company  with  not  less  than  the  sum  of 
seven  hundred  and  thirty  thousand  dollars,  shall  be  authorized  by  the  Railroad  Com- 
mission of  the  State  of  California  and  by  the  Interstate  (^ommerce  Commission. 

In  witness  whereof^  each  of  the  parties  hereto  has  caused  its  corporate  name  to 
be  hereunto  subscribed  by  the  hand  of  its  president,  or  vice  president,  and  its  cor- 
porate seal  to  be  hereunto  affixed  and  attested  by  its  secretary,  the  day  and  year 
first  above  written. 

SACRAMENTO    NORTHERN    RAILROAD. 

By  Sidney  M.  Ehrman,  Vice  President. 
Attest:    C.  H.  Gardiner,  Secretary. 

SACRAMENTO   NORTHERN   RAILWAY 
By  Stephen  F.  Otis,  President. 
Attest:    E.  C.  Bates,  Secretary. 

State  of  California,  City. and  County  of  San  Francisco:  ss. 

On  this  third  day  of  September,  1021,  before  me,  Alice  Spencer,  a  notary  public 
in  and  for  the  said  city  and  county,  residing  therein,  duly  commii^sioned  and  sworn, 
personally  appeared  Sidney  M.  Ehrman,  known  to  me  to  be  the  vice  president  of 
the  Sacramento  Northern  Railroad,  the  corporation  that  executed  the  within  instru- 
ment, and  known  to  me  to  be  the  person  who  executed  such  instrument  on  its  behalf, 
and  he  acknowledged  to  me  that  such  corporation  executed  the  same. 

In  icitness  whereof,  I  have  hereunto  set  my  hand  and  affixed  the  official  seal  of 
my  office  in  the  city  and  county  aforesaid,  the  day  and  year  in  this  certificate  first 
above  written. 

ALICE  SPENCER, 
Notary  Public  in  and  for  the  city  and  county  of 
San  Francisco,  State  of  California. 
(Seal) 

State  of  California,  City  and  County  of  San  Francisco:  ss. 

On  this  second  day  of  September,  1921,  before  me.  Flora  Hall,  a  notary  public 
in  and  for  the  said  city  and  county,  residing  therein,  duly  commissioned  and  sworn, 
personally  appeared  Stephen  F.  Otis,  known  to  me  to  be  the  president  of  the  Sac- 
ramento Northern  Railway,  the  corporation  that  executed  the  within  instrument, 
and  known  to  me  to  be  the  person  who  executed  such  instrument,  on  its  behalf,  and 
he  acknowledged  to  me  that  such  corporation  executed  the  same. 

In  witness  whereof,  I  have  hereunto  set  my  hand  and  affixed  th?  official  seal  of 
my  office  in  the  city  and  county  aforesaid,  the  day  and  year  in  this  certificate  first 
above  written. 

FLORA  HALL, 
Notary  Public  in  and  for  the  city  and  county  of 
San  Francisco,  State  of  California. 
(Seal) 
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Decision  No.  9622. 

LN  THE  MATTER  OF  THE  APPLICATION  OF  PACIFIC  GA^  AND 
ELECTRIC  COMPANY,  A  CORPORATION,  FOR  AN  ORDER  pF 
THE  RAILROAD  COMMISSION  OF  THE  STATE  OF  CALIFORNIA 
AUTHORIZING  APPLICANT  TO  ISSUE.  SELL  AND  DELnT:R  JTS 
FIRST  PREFERRED  STOCK  TO  THE  PAR  VALUE  OF  TWO  Mll^ 
LION  DOLI^RS.  AND  TO  USE  THE  PROCEEDS  FROM  THE  SALE 
OF  SAID  FIRST  PREFERRED  STOCK  IN  THE  MANNER  AND  FOU 
THE  PURPOSES  SET  FORTH  HEREIN. 


Application  No.  7234. 
Decided  October  21,  1921. 


C.  p.  CuUen,  for  Applicant. 
Benedict,  Commissioner . 

OPINION. 

Pacific  Gas  and  Electric  Company,  in  tliis  proceeding,  asks  permis- 
sion to  issue  and  sell  at  not  less  than  $80  per  share  20,000  shBr^ 
($2,000,C00)  of  its  6  per  cent  cumulative  first  preferred  stock  and  use 
the  proceeds  to  pay  in  part  actual  or  estimated  construction  expenditures 
reported  in  exhibits  filed  in  this  proceeding. 

Pacific  Gas  and  Electric  Company  has  an  authorized  stock  issue  of 
$160,000,000,  divided  into  $50,000,000  of  first  preferred,  $10,000,000 
of  original  preferred  and  $100,000,000  of  common. 

In  its  Exhibit  *'A"  applicant,  as  of  August  31,  1921,  reports  stock 
outstanding  as  follows: 

First  preferred   $37,452,005  00 

Original   preferred 55,800  00 

Common : 

In  hands  of  public $34,004,058  00 

Owned  by  subsidiary  companies- 31,090,806-66 

Total  common 65,700^^4  66 

Total    stock    , $103,208,720  m 

fiosa  common  stock  owned  by  subsidiary  companies ." 31,60G,8(>0  (Ui 

ToUl  stock   in  hands  of  public $71,r»ll,8<»5  00 
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In  Exhibit  **2"  applicant  reports  its  unreimbursed  capital  expendi- 
tures as  of  August  31,  1921,  at  $1,500,474.88.  Exhibit  ''T'  shows  the 
following : 

ITnreimburspd  cnpital  oxpendiliirrs  of  Iho  racific  (ins  and  Klortric 
Company  as  of  November  iiO,  1020,  as  per  Exhibit  ''IV  of 
Application    No.    0585 )j;i,l::(;,7lH)  DO 

Total  construction  expenditures  of  the  Pacific  (ias  and  Electric 
CJompany  November  30,  1020,  to  August  31,  1921,  as  reported 
in  monthly  statements  to  Railroad  Commission 5,208,404  SS 

Total  construction  expenditures  of  the  Mount  Sha.sta  Power  Cor- 
poration from  April  30,  1917,  to  and  including  Aui?ust  31, 
1921     10.317,347  74 

Total    J $10,722,522  58 

Total  cash  received  since  November  30,  1920,  from  sale  of 
securities  and  amount  of  unpaid  stock  subscriptions  and  pro- 
ceeds to  be  received  from  sale  of  unsold  stock  as  of  Aujrust 
31,  1!)21,  reiwrted  in  Exhibit  "1,"  in  Application  No.  7234__-     15,222,047  T:) 

Unreimbursed  capital  exijehditures  as  of  Aujrusi  31,   1021 $1,500,474  SS 

In  Exhibit  *'3''  applicant  reports  its  authorized  estimated  constnic- 
tiou  expenditures  on  its  own  system  subse<iuent  to  Au^^iust  31,  1921,  at 
$1,433,648.95.  The  authorized  estimated  construction  expenditures 
subsequent  to  August  31,  1921,  on  the  properties  of  the  Mount  Shasta 
Power  Corporation,  all  of  whose  outstanding  stock  is  owned  by  appli- 
cant, are  reported  in  Exhibit  *^4"  at  $11,539,312.77.  The  total  of  the 
unreimbursed  construction  expenditures  and  of  the  authorized  esti- 
mated construction  expenditures  subsequent  to  August  31,  1921, 
reported  in  Exhibits  2,  3  and  4  aggregates  $14,473,436.60. 

It  is  not  necessary  for  the  Commission  in  this  proceeding  to  approve 
all  of  the  $14,473,436.60  of  actual  or  estimated  construction  expendi- 
tures. Applicant  asks  authority  to  issue  but  $2,000,000  of  stock.  Only 
expenditures  properly  chargeable  to  capital  account  under  the  classi- 
fication of  accounts  adopted  or  prescribed  by  this  Commission  may  be 
financed  through  the  issue  of  $2,000,000  of  stock. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Pacific  Gas  and  Electric  Company  having  applied  to  the  Railroad 
Commission  for  authority  to  issue  20,000  shares  ($2,000,000)  of  its 
first  preferred  stock,  a  public  hearing  having  been  held,  and  the  Com- 
mission being  of  the  opinion  that  the  money,  property  or  labor  to  he 
procured  or  paid  for  by  such  issue  is  reasonably  required  for  the  pur- 
pose specified  in  this  order,  and  tliat  the  expenditures  herein  per- 
mitted are  not  in  whole  or  in  part  reasonably  chargeable  to  operating 
expenses  or  to  income ; 

It  is  hereby  ordered,  that  Pacific  Gas  and  Electric  Company  be  and 
it  is  hereby  authorized  to  issue,  sell  and  deliver  for  cash  at  not  less 

44—13711 
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than  $80  per  share  on  or  before  April  1, 1922,  20,000  shares  ($2,000,000) 
of  its  6  per  cent  first  preferred  stock  and  use  the  proceeds  to  finance 
in  part  the  actual  or  estimated  construction  expenditures  reported  in 
its  Exhibits  2,  3  and  4  filed  in  this  proceeding,  provided  that  the 
expenditures  are  properly  chargeable  to  capital  account  under  the 
classification  of  accounts  prescribed  or  adopted  by  this  Comraission, 
and  provided  further  that  Pacific  Gas  and  Electric  Company  will 
keep  such  record  of  the  issue  and  sale  of  the  stock  herein  authorized 
and  of  the  disposition  of  the  proceeds  as  will  enable  it  to  file,  on  or 
before  the  twenty-fifth  day  of  each  month,  a  verified  report  as  required 
l)y  the  Railroad  Commission's  (ieneral  Order  No.  24,  which  order,  in 
so  far  as  applical)le,  is  made  a  part  of  this  order. 

The  forejroing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  tiie  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  October, 
1921. 

Decision  No.  9626. 

IIOMEU   RIIYXE   AND   V.  L.   KlIi'XE.   DOIXO   Kl'SlXKSS  AS  A   COPAKT- 
XEUSIIIP  rXDEU  THE   XAME  OF  UIIYXE  AXI)  UIIYXE, 

VS. 

W.  I).  (iHEEIJ,  DOIXr;  Hl'SIXESS  rXDEU  rUK  XAME  OF  W.  D.  GREER 

STAdE  (M3MPAXY. 


Case  No.  1642. 
Decided  October  21,  1921. 


By  tife  Commission. 

SUPPLEMENTAL  OPINION. 

On  July  25,  1921,  complainants  in  the  above  entitled  proceeding:  filed 
a  complaint  in  which  they  attack  the  operating  rights  of  the  W.  D. 
(freer  Stage  Company  as  regards  operating  to  or  from  the  town  of 
Fellows  in  connection  with  their  through  stages  operated  from  Taft  to 
San  Luis  Obispo  and  Pismo  Beach,  via  McKittrick. 

A  hearing  was  held  upon  such  complaint  on  August  18,  1921,  before 
Examiner  Satterwhite  at  Hakersfield  and  on  August  31,  1921,  the  Cora- 
mission  issued  its  Decisicn  No.  9442.  in  which  such  complaint  was  dis- 
missed. On  September  19,  1921,  complainants  filed  a  petition  for 
rehearing  in  which  they  allege  that  the  Commission  erred  in  dismissing 
such  complaint  in  so  far  as  it  related  to  the  right  of  defendant  therein 
to  earry  passengers  locally  between  Taft  and  Fellows,  such  petition  for 
rehearing  alleging  that  the  evidence  conclusively  showed  that  neither 
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defendant  nor  his  predecessor  in  intere>;t,  Western  Auto  Stage  Com- 
pany, a  corporation,  had  ever  lield  themselves  out  as  carrying  passen- 
gers locally  between  Taft  and  Fellows  in  connection  with  their  through 
stage  service,  Taft  to  San  Luis  Obispo  and  Pismo  Beach. 

The  evidence  in  this  proceeding  was  extremely  contradictory  as  to 
whether  or  not  either  the  W.  D.  Greer  Stage  Company  or  the  Western 
Auto  Stage  Company,  a  corporation,  had  ever  held  themselves  out  as 
receiving  or  discharging  passengers  at  Fellows  in  connection  wuth 
through  trips  to  and  from  San  Luis  Obispo  and  Pismo  Beach.  We 
have  again  carefully  reviewed  the  evidence  submitted  in  this  proceed- 
ing and  are  now  of  the  opinion  that  the  Western  Auto  Stage  Com- 
pany, a  corporation,  had  never  held  thems(»lves  out  as  carrying  pas- 
sengers locally  between  Taft  and  Fellows. 

The  operative  right  at  present  owned  l)y  W.  D.  Greer,  doing  busi- 
ness under  the  name  of  the  W.  D.  Greer  Stage  Company,  betw^een  Taft 
and  San  Luis  Obispo  and  Pismo  Beach,  via  McKittrick,  was  originally 
obtained  by  the  Western  Auto  Stage  Company,  a  corporation,  through 
operation  in  good  faith  prior  to  ^lay  1,  1917.  This  operative  right  the 
Western  Auto  Stage  Company,  a  corporation,  was  authorized  to  trans- 
fer to  the  W.  D.  Greer  Stage  Company  under  Decision  No.  7511,  and 
accordingly  the  right  at  this  time  held  by  W.  D.  Greer  Is  only  such 
right  as  was  originally  obtained  by  the  Western  Auto  Stage  Company, 
a  corporation,  through  its  operation  prior  to  May  1,  1917. 

Under  Decision  No.  9065,  in  Case  No.  1442,  A.  B.  Watson  vs.  White 
Bus  lAne,  the  Railroad  Commission  held: 

Strictly  spenkiug,  a  transportation  company  operating  a  through  service  in  good 
faith  on  and  prior  to  May  1,  1U17,  has  no  right  by  reason  of  such  operation  to 
later  initiate  a  local  service  between  interme<liate  points  on  the  route  traversed 
in  the  through  service  without  first  obtaining  a  certificate  of  public  convenience 
and  necessity  therefor  from  the  Railroad  Commission.  The  company  would  have 
the  right  to  put  on  the  local  service  to  the  same  extent  only  as  was  its  duty  to 
render  it,  and  this,  in  tuni,  would  be  only  to  the  extent  that  the  company  had,  on 
and  prior  to  May  1,  11>17,  hehl  itwelf  out  to  render  such  local  si'rvice  for  the  public. 

The  evidence  in  this  proeeecling  fails  to  show  that  the  Western  Auto 
Stage  Company,  a  corporation,  precedessor  in  interest  to  the  W.  D. 
Greer  Stage  Company,  actually  operated  a  local  service  between  Taft 
and  Fellows  or  Pillows  and  Taft  and  intermediate  points,  but  in  fact 
showed  that  such  corporation  had  consistently  refused  to  accept  pas- 
sengers for  transportation  between  such  points  and  that  such  method 
of  operation  was  continued  by  the  corporation  during  all  of  the  time 
that  it  operated  automobile  stage  service  between  Taft,  San  Luis 
Obispo  and  Pismo  Beach,  and  as  no  certificate  of  public  convenience 
and  necessity  has  been  issued  by  the  Railroad  Commission  authorizing 
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the  operation  of  local  service  between  Taft  and  Fellows  by  W.  D. 
Greer  Stage  Company,  the  only  operative  right  which  such  company 
holds  is  such  right  as  it  obtained  through  purchase  from  the  Western 
Auto  Stage  Company,  a  corporation,  which  right,  as  hereinabove 
stated,  did  not  include  the  right  to  do  business  locally  between  Taft 
and  Fellows,  although  it  did  include  the  right  to  enter  the  town  of 
Fellows  for  the  purpose  of  picking  up  or  discharging  passengers 
destined  to  or  from  San  Luis  Obispo  or  Pismo  Beach.  We  are,  accord- 
ingly, of  the  opinion  that  the  order  of  dismissal  heretofore  entered  in 
the  above  entitled  proceeding  should  be  set  aside  and  Decision  No.  9442 
modified  in  accordance  with  the  findings  as  above  outlined. 

SUPPLEMENTAL  ORDER. 

A  petition  for  rehearing  having  been  filed  by  complainants  in  the 
above  entitled  proceeding,  and  the  Commission  being  fully  advised: 
It  is  hereby  found  as  a  fact  that  W.  D.  Greer,  doing  business  under 
the  fictitious  name  of  W.  D.  Greer  Stage  Company,  has  no  operative 
right  autliorizing  hiin  to  ae(*ei)t  or  transport  for  compensation  passen- 
gers destined  from  Taft  to  Fellows  or  Fellows  to  Taft  or  points  inter- 
mediate thereto. 

Basing  its  order  on  the  foregoing  finding  of  fact  and  the  findings  of 
fact  as  contained  in  the  foregoing  opinion; 

//  is  hereby  ordered,  that  Decision  No.  9442  in  so  far  as  it  relates 
to  Case  No.  1642  be  and  the  same  hereby  is  vacated  and  set  aside;  and. 

It  is  hereby  further  ordered,  that  W.  D.  Greer,  doing  business  under 
the  fictitious  name  of  W.  D.  Greer  Stage  Company,  be  and  he  is  hereby 
directed  to  immediately  discontinue  the  transportation  of  passengers 
locally  from  Taft  to  Fellows  or  Fellows  to  Taft  or  points  intermediate 
thereto  and  he  shall  immediately  cancel  tariff  of  rates  on  file  with  this 
Commission  in  so  far  as  such  tariff  shows  rates  applying  between  such 
points. 

It  is  hereby  further  ordered,  that  in  all  other  respects  the  above 
entitled  complaint  be  and  the  same  hereby  is  dismissed. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  October, 
1921. 
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Decision  No.  9629. 

IN  THE  MATTER  OF  THE  APPLK^ATION  OF  H.  B.  YOUNG,  DOING 
BUSINESS  AS  THE  GRIZZLY  ELEC^'RU^  COMPANY,  FOR  PERMIS- 
SION TO  ISSUE  A  NOTE  AND  SECURE  THE  SAME  BY  MORTGAGE 
ON  ALL  PROPERTY  OF  THE  GRIZZLY  ELEO^rRIO  (^OMPANY  OF 
PORTOLA,   PLUMAS  COUNTY,  CALIFORNIA. 


Application  No.  7199. 
Decided  October  21,  1921. 


Benedict,  Comm%99ioncr, 

OPINION. 

R.  B.  Young,  doing  business  under  the  name  of  Grizzly  Electric  Com- 
pany, asks  permission  to  issue  a  $2,000  one-year  note  bearing  interest 
at  not  exceeding  8  per  cent  per  annum;  to  use  the  moneys  obtained 
through  the  issue  of  the  note  to  refund  indebtedness  and  purchase  and 
install  a  new  generator,  and  to  execute  a  mortgage  to  secure  the  pay- 
ment of  the  note. 

R.  B.  Young  is  engaged  in  the  generation  and  distribution  of  elec- 
trical energy  at  Portola,  Plumas  County.  In  Decision  No.  3952,  dated 
December  26,  1916  (Volume  12,  Opinions  and  Orders  of  the  Railroad 
(•ommission  of  California,  page  111),  it  appears  that  the  gas  and  elec- 
tric division  of  the  Commission's  engineering  department  foimd  the 
historical  reproduction  cost  new  of  the  electrical  properties  of  R.  B. 
Young  to  l)e  $6,000.  He  now  reports  the  investment  in  the  properties 
at  about  $10,000.  Ilis  indebtedness  is  reported  at  $1,000.  Approxi- 
mately 120  consumers  are  being  served  by  the  electrical  system  owned 
and  operated  by  R.  B.  Young. 

By  Decision  No.  5186,  dated  March  7,  1918  (Volume  15,  Opinions 
and  Orders  of  the  Railroad  Commission  of  California,  page  327),  the 
Commission  authorized  R.  B.  Young  to  execute  a  deed  of  trust  to  secure 
the  payment  of  a  $2,000  ninety-day  note.  On  this  note  there  is  still 
due  the  sum  of  $1,000.  To  refund  this  indebtedness  and  to  secure  addi- 
tional funds  to  acquire  and  install  a  new  generator,  applicant  asks  per- 
mission to  borrow  $2,000.  Arrangements  appear  to  have  been  made 
by  R.  B.  Young  to  secure  the  $2,000  from  I  he  Plumas  County  BanK. 
The  payment  of  the  loan  is  to  be  secured  by  a  deed  of  trust  covering 
all  of  his  electrical  properties.  The  deed  of  trust  will  be  in  form  sim- 
ilar to  the  deed  of  trust  executed  pursuant  to  the  authority  granted  in 
Decision  No.  5186. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

R.  B.  Young,  doing  business  under  the  name  of  Grizzly  Electric 
Company,  having  applied  to  the  Railroad  ('ommission  for  permission 
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to  issue  a  $2,000  note  and  execute  a  deed  of  trust,  a  public  hearing 
having  been  held  and  the  Commission  being  of  the  opinion  that  this 
application  should  be  granted ; 

It  is  hereby  ordered,  that  R.  B.  Young,  doing  business  under  the 
name  of  Grizzly  Electric  Company,  be  and  he  is  hereby  authorized  to 
issue  at  par  a  $2,000  one-year  note  bearing  interest  at  a  rate  of  not 
exceeding  8  per  cent  per  annum,  and  to  secure  the  payment  of  such 
note  by  the  execution  of  a  deed  of  trust  substantially  in  the  same  form 
as  the  deed  of  trust  authorized  by  Decision  No.  5186,  provided  that 
the  approval  herein  given  of  said  deed  of  trust  is  for  the  purpose  of 
this  proceeding  only  and  an  approval  in  so  far  as  this  Commission  has 
jurisdiction  under  the  terms  of  the  Public  Utilities  Act  and  is  not 
intended  as  an  approval  as  to  such  other  legal  requirements  to  which 
said  deed  of  trust  may  be  subject. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  Applicant  may  issue  the  note  herein  authorized  for  a  term  of  less 
than  one  year.  If  the  note  is  issued  for  a  term  of  less  than  one  year, 
applicant  may  renew  the  same  from  time  to  time,  provided  that  the 
term  of  the  original  note  and  the  terms  of  the  notes  issued  in  renewal 
thereof  do  not  exceed  a  period  of  one  year. 

2.  The  moneys  realized  through  the  issue  of  the  note  herein  author- 
ized shall  be  used  by  applicant  to  refund  the  indebtedness  referred  to 
in  this  application  and  to  pay  in  part  the  cost  of  acquiring  and  in-stall- 
ing  the  generator  referred  to  in  this  application. 

3.  R.  B.  Young,  doing  business  under  the  name  of  Grizzly  Electric 
Company,  shall  keep  such  record  of  the  issue  and  sale  of  the  note  herein 
authorized  and  of  the  dispositi(m  of  the  proceeds  as  will  enable  him 
to  file  on  or  before  the  twenty-fifth  day  of  each  month  a  verified  report 
as  required  by  the  Railroad  Commission ^s  General  Order  No.  24,  which 
order,  in  so  far  as  applicable,  is  made  a  part  of  this  order. 

4.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  minimum  fee  prescribed  by  section  57  of  the 
Public  Utilities  Act,  which  fee  is  $25. 

5.  Applicant  shall  file  within  thirty  days  after  its  execution  a  copy 
of  the  deed  of  trust  executed  to  secure  the  payment  of  the  note  herein 
authorized. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordereii 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  October, 
1921. 
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Decision  No.  9630. 

IN  THE  MATTEK  OF  THE  APPLICATION  OF  U.  A.  HOSE.  OPERATING 
UNDER  THE  NAME  OF  FAIUOAKS  ELECTRIC  COMPANY,  FAIR- 
OAKS.  (V\LIFORNIA,  FOR  AN  ORDER  Al'THORIZINC;  THE  ISSUE 
OF  PROMISSORY  NOTES. 


Application  No.  7182. 
Decided  October  21,  1921. 


R.  A.  Rosvy  iiv  propria  persana. 

By  the  Commission. 

OPINION. 

In  this  application,  as  amended  at  the  hearing,  R.  A.  Rose,  operating 
a  public  utility  business  under  the  name  of  Fairoaks  Electric  Company, 
asks  permission  to  execute  a  mortgage  or  deed  of  trust  and  to  issue 
a  note  or  notes  for  $10,000,  bearing  interest  at  not  more  than  7  per 
cent  per  annum,  and  maturing  on  or  before  ten  years  after  date  of 
issue. 

A  public  hearing  was  held  before  Examiner  Satter white  in  Sacra- 
mento on  October  17,  1921. 

R.  A.  Rose  owns  and  operates  an  electric  distributing  system  in  and 
about  Fairoaks  townsite,  Sacramento  County,  California. 

For  the  years  ending  December  31,  1919,  and  December  31,  1920, 
and  the  eight  months  ending  August  31,  1921,  he  reports  his  electric 
revenues  and  expenses  as  follows : 


Rfvetmo«  Rxitenscs      |    Net  revenue 

I  I  


1919  - $3,047  37  1     $2,800  30  |         $247  07 

1920 !       4,567  43  ,       3,846  01  i  721  39 

1921  (eight  months) |       3,542  57         2.667  57  I  875  00 

While  R.  A.  Rose  requests  permission  to  issue  a  note  or  notes  in  the 
aggregate  face  value  of  $10,000,  he  proposes  to  issue  forthwith  a  note 
or  notes  only  in  the  sum  of  $7,000.  The  $7,000  secured  through  the 
issue  of  such  note  or  notes  will  be  used  to  refund  indebtedness  and 
install  meters.  R.  A.  Rose  reports  that  he  has  incurred  against  his 
utility  properties,  indebtedness  in  the  amount  of  $6,580,  consisting  of 
miscellaneous  accounts  payable  aggregating  $830,  and  of  two  notes — 
one  for  $5,000  and  one  for  $750.  The  issue  of  the  $5,000  note  was 
authorized  by  the  Commission  in  Decision  No.  5349,  dated  April  29, 
1918  (Volume  15,  Opinions  and  Orders  of  the  Railroad  Commission  of 
California,  page  626). 

R.  A.  Rose  testified  that  the  $6,580  of  indebtedness  which  he  asks 
permission  to  refund  represents  money  invested  in  additions  and  bet- 
terments to  his  public  utility  properties.    If  he  issues  a  $7,000  note  or 
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notes  and  refunds  the  indebtedness  of  which  mention  has  been  made, 
he  will  have  available  to  cover  the  cost  of  installing  meters  the  sum 
of  $420. 

R.  A.  Rose  has  not  furnished  the  Commission  with  any  detailed 
information  showing  the  purposes  for  which  the  $3,000  which  he  intends 
to  secure  through  the  issue  of  a  note  or  notes,  will  be  expended.  The 
order  will  provide  that  the  moneys  secured  through  the  issue  of  such 
note  or  notes  may  be  used  only  for  purposes  indicated  by  the  Commis- 
sion in  a  supplemental  order  or  orders. 

R.  A.  Rose  has  not  yet  filed  with  the  Commission  a  copy  of  his  pro- 
posed mortgage  or  deed  of  trust  securing  the  payment  of  the  $10,000 
note  or  notes. 

The  authority  herein  granted  will  not  become  effective  until  appli- 
cant has  filed  with  the  Commission  a  copy  of  his  proposed  mortgage  or 
deed  of  trust  and  the  Railroad  Commission,  by  supplemental  order, 
has  authorized  its  execution, 

ORDER. 

R.  A.  Rose,  doing  business  under  the  name  of  the  Pairoaks  Electric 
C'ompany,  having  applied  to  the  Railroad  Commission  for  permission 
to  issue  a  note  or  notes  and  to  execute  a  mortgage  or  deed  of  trust,  a 
pu])lie  Ilea  ring  having  been  lield,  and  it  appearing  to  the  Railroad  Com- 
mission that  the  money,  prop(»rty  or  labor  to  be  procured  or  paid  for 
by  such  issue  is  reasonably  recjuired  for  the  purpose  or  purposes  speci- 
fied herein,  and  that  the  expenditures  herein  authorized  are  not  in 
whole  or  in  part  reasonably  chargeable  to  operating  expenses  or  to 
income ; 

It  is  hereby  ordered,  that  R.  A.  Rose  be  and  he  is  hereby  authorized 
to  issue  at  not  less  than  face  value,  his  promissory  note  or  notes  in  the 
principal  amount  of  $10,000,  payable  on  or  before  ten  years  after  the 
date  of  this  decision. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

(1)  If  R.  A.  Rose  issues  a  note  or  notes  for  a  term  of  less  than  ten 
years  after  the  date  of  this  d(*cision,  he  may  renew  such  notes  or  notes 
from  time  to  time,  provided  that  tlie  term  of  the  original  note  or  notes 
and  the  terms  of  all  renewals  thereof  do  not  exceed  a  period  of  ten 
years  from  the  date  of  this  decision. 

(2)  The  note  or  notes  herein  authorized  shall  bear  interest  at  th3 
rate  of  not  exceeding  7  per  cent  per  annum. 

(3)  The  authority  herein  granted  will  not  become  effective  until 
R.  A.  Rose  has  filed  with  the  Railroad  Commission  a  copy  of  his  pro- 
posed mortgage  or  deed  of  trust  and  the  Railroad  Commission  has,  by 
supplemental  order,  authorized  its  execution. 
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(4)  R.  A.  Rose  may  use  $7,000  obtained  through  the  issue  of  the 
note  or  notes  herein  authorized  to  refund  the  indebtedness  and  pay 
the  cost  of  the  additions  and  betterments  to  which  reference  is  made 
in  the  opinion  which  precedes  this  order. 

(5)  The  remaining  $3,000  which  R.  A.  Rose  may  obtain  through  the 
issue  of  the  note  or  notes  herein  authorized  shall  be  expended  only  for 
such  purposes  as  the  Railroad  Commission  may  permit  by  supplemental 
order  or  orders. 

(6)  Applicant  shall  keep  such  record  of  the  issue  of  the  note  or 
notes  herein  authorized  and  of  the  disposition  of  the  proceeds  as  will 
enable  him  to  file  on  or  before  the  twenty-fifth  day  of  each  month  a 
verified  report,  as  required  by  the  Railroad  Commission's  General 
Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of 
this  order. 

(7)  The  authority  herein  granted  shall  not  become  effective  until 
applicant  has  paid  the  minimum  fee  prescribed  by  section  57  of  the 
Public  Utilities  Act,  which  fee  is  $25. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  October, 
1921. 


Decision  No.  9682. 

IN  THK  M.VTTER  OF  TIIK  APPLHWTIOX  OF  .lOIIN  A.  ^roOOVKRX  FOR 
AUTHORITY   TO   INCRKASIO  RATKS. 

Application  No.  6748. 

IN  THE  MATTER  OF  THE  APPLKWTIOX  OF  .lOIIX  A.  McGOVERX  FOR 
I)ISCX)XTIXUAXCE  OF  WATER  SERVICE  XT  WASCO,  (\\LIFORXIA. 


Application  No.  6945. 
Decided  October  21,  1921. 


Water  Utility — To  Discontinuk  Service. — It  being  shown  that  present  con- 
sumers can  not  be  supplied  from  any  other  source,  applicant  denie<l  the  right 
to  discontinue  service.     Just  and  reasonable  rates  established. 

Irwin  and  Laird,  by  UoUin  Lairds  for  Applicant. 

By  the  Commission. 

OPINION. 

The  above  applications  relate  to  a  small  water  system  serving  five 
consumers  in  Wasco,  Kern  County.  Authority  is  sought  in  Application 
No.  6748  to  increase  present  rates,  which  range  from  $1  to  $2.50  per 
month,  to  rates  ranging  from  $16  to  $40  per  month.  By  Application 
No.  6945  authority  is  sought  to  discontinue  service  on  the  ground  of 
inadequacy  of  return  and  that  consumers  can,  without  inconvenience, 
secure  similar  service  at  reasonable  rates. 
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A  public  hearing  was  held  by  Examiner  Westover  at  Wajsco,  at  which 
both  applications  were  consolidated  for  hearing  and  decision,  and  the 
interested  parties  were  given  an  opportunity  to  be  present  and  heard. 

The  plant  consists  of  a  6-inch  cased  well,  102  feet  deep,  from  which 
water  is  pumped  by  a  1-horsepower  electric  motor  into  ia  3000-gallon 
galvanized  iron  storage  tank  located  in  a  three-story  frame  tank  house. 
The  greater  portion  of  the  distribution  system  was  installed  by  the 
consumers. 

Mr.  M,  R.  MacKall,  one  of  the  Commission's  engineers,  submitted  an 
appraisal  of  the  plant  and  system,  agreed  to  by  the  applicant,  in  which 
the  estimated  original  cost  was  shown  as  $972  and  the  replacement 
annuity  $15,  calculated  by  the  6  per  cent  sinking  fund  method.  The 
amount  of  $186  was  recommended  as  a  reasonable  allowance  for  the 
future  annual  operation  and  maintenance  expense. 

The  evidence  fails  to  show  that  applicant's  consiuners  can  be  sup- 
plied with  water  from  any  other  source.  Apparently  they  will  be 
wholly  without  water  service  if  the  application  to  discontinue  service 
be  granted.    It  must,  therefore,  be  denied. 

In  considering  the  matter  of  rates,  Mr.  ^lacKall's  estimates  are  con- 
sidered fair  and  reasonable  and  they  are  adopted.  Using  his  estimates 
for  replacement,  maintenance  and  operation,  and  allowing  a  fair  return 
upon  the  estimated  investment,  shows  the  total  estimated  annual 
charges  to  be  $279.  The  revenue  for  the  year  1920  was  $132.  It  is 
evident,  therefore,  that  the  applicant  is  entitled  to  an  increase  in 
revenue.  Mr.  MacKall  reports  that  his  allowance  for  annual  operating 
expenses  can  be  rtnluced  considerably  by  installing  an  automatic  elec- 
tric float  switch  control,  which  he  recommends.  The  following  sched- 
ule of  rates  is  designed  to  yield  sufficient  revenue  to  provide  the  appli- 
cant with  all  reasonable  and  necessary  costs  of  operation,  maintenance, 
depreciation,  and  provide  a  fair  return  under  the  circumstances  upon 
the  amount  invested  in  used  and  useful  public  utility  property. 

ORDER. 

John  A.  IMcGovern  having  made  application  in  the  above  entitled 
matters,  a  public  hearing  having  been  held  therein  and  the  matters 
having  been  submitted: 

It  is  hereby  found  as  a  fact  that  the  rates  now  charged  by  John  A. 
McQovern  for  water  supplied  his  consumers  are  unjust  and  unreason- 
able in  so  far  as  they  differ  from  the  rates  herein  established,  and  that 
the  rates  herein  established  for  water  service  are  just  and  reasonable 
rates  for  such  service; 

And  basing  its  order  on  the  foregoing  finding  of  fact  and  on  the 
statements  of  fact  contained  in  the  preceding  opinion; 
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It  is  hereby  ordered,  that  the  application  of  John  A.  McGovern  for 
authority  to  discontinue  water  service,  Application  No.  6945,  be  and 
the  same  is  hereby  denied. 

It  is  hereby  further  ordered,  that  John  A.  McGovern  be  and  he  is 
hereby  authorized  and  directed  to  tile  with  the  Railroad  Commission 
within  twenty  (20)  days  from  the  date  of  this  order  the  following 
rates  for  water  served  to  his  consumers  in  the  town  of  Wasco,  Kern 
County,  such  rates  becoming  effective  for  service  rendered  subsequent 
to  November  1,  1921 : 

Monthly  flat  rates  applying  to  premises  now  ocriipied  by — 

N.    P.   Cormack $4  25 

Balaam  Vulcanizing  Works « 2  50 

Wasco  Mercantile . ^ 2  50 

Frank    Anderson    2  HO 

Henry    Schmidt   1  <r» 

It  is  hereby  further  ordered,  that  John  A.  McGovern  file  with  the 
Railroad  Commission  within  thirty  (30)  days  from  the  date  of  this 
order  rules  and  regulations  governing  service  to  his  consumers,  said 
rules  and  regulations  to  be  effective  on  the  date  of  their  acceptance 
for  filing  by  the  Commission. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  October, 
1921. 


Decision  No.  9634. 


IX  THE  MAriKIl  OF  TllK  APPLirATIOX  OF  TlIK  UKFDLF.Y  TELK- 
rilOXE  ('OMPANY  FOU  AT  THOUITY  TO  ISSUE  ROXDS  AND  FOR 
AUTHOUITY   H)  IXCUEASE  ITS  KATES  FOU  TEf^EPIIOXE  SEUVKE. 


Application  Xo.  G287. 
Decided  October  24,  1921. 


By  tiil  Commission, 

FIRST  SUPPLEMENTAL  ORDER. 

On  July  23,  1921,  the  Commission  by  Decision  No.  9255  authorized 
Reedley  Telephone  Company  to  issue  and  sell  at  not  less  than  95  per 
cent  of  their  face  value  and  accrued  interest  $15,000  of  twenty-year 
7  per  cent  bonds  subject  to  the  condition  that  none  of  the  bonds  be 
delivered  until  the  Commission  has  authorized  the  company  to  execute 
a  deed  of  trust  securing  the  payment  of  the  bonds  and  that  the  pro- 
ceeds be  expended  for  such  purposes  as  the  Commission  may  authorize. 
In  its  application  the  company  asked  permission  to  use  part  of  the 
proceeds  obtained  from  the  sale  of  the  bonds  to  pay  indebtedness 
including  a  $4,000  note  payable  to  the  First  National  Bank  of  Reedley 
and  three  notes  aggregating  $2,900  payable  to  the  Reedley  National 
Bank.    The  company  reports  that  unavoidable  delays  have  occurred  in 
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the  preparation  of  its  proposed  mortgage  and  that  the  two  banks  men- 
tioned have  requested  it  to  renew  the  notes.  Inasmuch  as  it  is  intended 
to  pay  the  indebtedness  due  the  banks  as  soon  as  applicant  can  sell  its 
bonds,  we  believe  that  it  should  be  permitted  to  renew  the  notes  pay- 
able to  the  First  National  Bank  of  Reedley  and  the  Beedley  National 
Bank  for  a  term  of  six  months;  therefore, 

It  is  hereby  ordered,  that  Reedley  Telephone  Company  be  and  it  is 
hereby  authorized  to  issue  its  six  months  unsecured  note  to  the  First 
National  Bank  of  Reedley  for  the  principal  sum  of  $4,000  and  its  six 
months  unsecured  note  or  notes  for  the  aggregate  sum  of  $2,900  to  the 
Reedley  National  Bank  for  the  purpose  of  renewing  notes  now  held  by 
said  banks,  and  to  pay  interest  on  such  notes  at  not  exceeding  8  per 
cent  per  annum. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  Reedley  Telephone  Company  shall  file  with  the  Railroad  Com- 
mission a  copy  of  each  note  issued  pursuant  to  the  authority  herein 
granted,  such  copies  to  be  filed  within  thirty  days  after  the  issue  of 
the  notes. 

2.  The  authority  herein  granted  will  not  become  effective  until  Reed- 
ley Telei)hone  Company  has  paid  the  minimum  fee  prescribed  by  sec- 
tion 57  of  the  Pul>lic  Utilities  Act,  which  minimum  fee  is  $25. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of 
October,  192J. 

Decision  No.  9636. 

IN  THE  MATTER  OF  TUE  APPLICATION  OF  GEORGE  J.  BENNETT 
FOR  CERTIFKUTE  OF  PUBLIC  CONVENIENCE  AND  NECESSITY 
TO  OPERATE  TRITCKING  SERVICE  BETWEEN  RANCHES  IN 
ANDERSON  VALLEY  AND  CLOVERDALE  AND  GEYSERVILLE. 

GEORGE  W.  JOHNSON  AND  J.  M.  JOHNSON 

VS, 

GEORGE  J.  BENNEIT. 


Application  No.  6356. 
Case  No.  1527. 


IN  THE  MA^rrER  OF  THE  APPLICATION  OF  (3EORGE  W.  JOHNSOTs' 
AND  J.  M.  JOHNSON  FOR  CERTIFICATE  OF  PUBLIC  CON- 
VENIENCE AND  NECESSITY  TO  OPERATE  AND  EXITGND  THEIR 
FREIGHT  STAGE  SERVICE  FROM  AND  BETWEEN  CLOVERDALE, 
CALIFORNIA,    AND    GEYSERVILLE,    CALIFORNIA. 

Application  No.  6621. 
Decided  October  26,  1921. 


John  W.  Preston  and  C.  A.  Linn,  by  C.  A.  Linn,  for  Complainants  and  Protestants. 
W.  F.  Cowan,  by  Douglas  Brookman,  for  Defendant  and  Applicant,  Geo.  J.  Bennett. 

By  the  Commission. 
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SUPPLEMENTAL  OPINION. 

On  June  15,  1921,  George  W.  Johnson  and  J.  ^I.  Johnson,  as  appli- 
cants in  Application  No.  6621,  complainants  in  Case  No.  1527,  and 
protestants  in  Application  No.  6356,  by  their  attorneys,  filed  herein  a 
petition  for  rehearing  on  the  matters  determined  in  this  Commission's 
Decision  No.  9027,  decided  May  28,  1921,  alleging  that  there  was  no 
evidence  tending  to  support  the  finding  that  public  convenience  and 
necessity  required  the  operation  by  George  J.  Bennett  (applicant  in 
Application  No.  6356)  of  an  automobile  truck  line  as  a  common  carrier 
of  freight  between  ranches  in  Anderson  Valley  and  Clove rdale  and 
Geyserville ;  that  said  applicant,  George  J.  Bennett,  had  never  in  good 
faith  applied  or  asked  for  a  certificate  of  public  convenience  and  neces- 
sity, and  that  said  applicant,  George  J.  Bennett,  should  be  compelled 
by  an  order  of  this  Commission  to  cease  his  alleged  illegal  operation. 

A  public  hearing  on  the  petition  for  rehearing  was  conducted  by 
Examiner  Handford  at  San  Francisco  on  September  10,  1921,  at  which 
time  the  matter  was  duly  sul)mittod  for  decision. 

At  the  hearing  there  was  no  testimtmy  introduced,  the  presentation 
of  the  matter  being  confined  to  argument  by  counsel.  The  (jotnmission 
has  since  carefully  reviewed  tlie  testimony  as  presented  in  these  pro- 
ceedings at  the  public  hearing  before  Examiner  Westover  at  Clover- 
dale  on  March  2,  1921.  It  clearly  is  apparent  from  such  review  that 
no  showing  was  made  which  would  justify  the  granting  of  the  applica- 
tion of  George  J.  Bennett,  many  witnesses-  having  testified  as  to  the 
satisfactory  service  rendered  by  George  W.  and  J.  M.  Johnson  and  but 
little  complaint  appearing  in  evidence  and  then  of  a  character  which 
indicates  instances  common  to  any  transportation  company  and  not  in 
any  wise  sufficient  to  justify  the  injection  of  another  carrier  into  a 
territory  not  sufficiently  productive  of  traffic  to  justify  the  authoriza- 
tion of  a  competing  line  and  thereby  resulting  in  the  weakening  of  the 
ability  of  an  authorized  carrier  to  satisfactorily  serve  the  shipping 
public.  The  character  of  service  heretofore  rendered  by  applicant, 
George  J.  Bennett,  is  fully  described  in  the  opinion  contained  in 
Decision  No.  9028  and  was  irregular  in  its  nature.  The  status  of  this 
applicant  as  to  his  desire  for  authorization  and  as  to  the  character  of 
service  proposed  to  be  rendered  is  also  fully  defined  in  such  opinion. 
In  support  of  such  desire  he  has  been  able  to  secure  the  signature  of 
residents  of  Anderson  Valley  to  a  petition  favoring  the  granting  of  his 
application.  Evidence  adduced  at  a  public  hearing  from  witnesses 
who  had  signed  such  petition  indicates  that  the  petition  was  signed 
generally  on  the  basis  that  it  was  a  matter  of  indifference  to  the  signers 
as  to  who  was  authorized  to  do  hauling  over  the  route  and  that  appli- 
cant, Bennett,  should  be  authorized  to  continue  the  character  of  busi- 
neas  in  which  he  had  been  engaged  for  some  time.    The  evidence  does 
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not,  however,  sustain  the  alleged  fact  that  the  Johnsons  were  not  sat- 
isfaetorily  servin*r  the  territory  in  aceordanee  with  their  advertised 
schedules. 

The  order  heretofore  made  in  this  proceeding  (Decision  No.  9028, 
as  decided  May  28,  1921)  authorizini^  George  J.  Bennett  to  operate 
automobile  truck  service  between  Philo  and  Geyserville,  serving  Clover- 
dale  as  an  intermediate  point,  directed  said  applicant  to  file  within 
twenty  days  from  its  date  a  schedule  of  rates  covering  the  proposed 
service.  This  portion  of  the  Commission's  order  has  not  been  com- 
plie<l  with  in  accordance  with  the  Commission's  regulations  and  cor- 
respondence with  Mr.  Bennett  relating  thereto  is  unanswered. 

After  careful  consideration  of  all  tlie  matters  in  this  pr<K*eeding  and 
a  review  of  the  evidence  submitted  at  the  public  hearing  on  March  2, 
1921,  we  are  of  the  opinion  and  hereby  find  as  a  fact  tiiat  public  con- 
venience and  necessity  do  not  re^iuire  the  operation  by  George  J.  Ben- 
nett of  an  automobile  truck  line  as  a  common  carrier  of  freight  between 
Philo  and  Geyserville,  serving  Cloverdale  as  an  intermediate  point, 
including  the  ser\'ing  of  ranches  in  the  vicinity  of  said  route. 

SUPPLEMENTAL  ORDER. 

A  petition  for  rehearing  having  been  tiled  in  the  above  entitled  pro- 
ceedings, a  public  hearing  having  been  held,  the  matter  having  been 
duly  submitted  and  the  Commission  having  carefully  reviewed  the 
evidence  heretofore  presented  and  being  now  fully  advised  and  basing 
its  order  on  the  finding  of  fact  as  appearing  in  the  opinion  which 
precedes  this  order; 

It  is  hereby  ordered,  that  the  portion  of  the  order  in  Decision  No. 
9028  as  decided  May  28,  1921,  stating  that  public  convenience  and 
necessity  required  George  J.  Bennett  to  operate  automobile  truck  serv- 
ice between  Philo  and  Geyserville,  serving  Cloverdale  as  an  inter- 
mediate point,  and  permitting  said  Bennett  to  serve  ranches  in  the 
vicinity  of  the  said  described  route,  be  and  the  same  is  hereby  annulled 
and  canceled. 

The  Railroad  Commission  hereby  declares  that  public  convenience 
and  necessity  do  not  reciuire  the  operation  by  George  J.  Bennett  of  an 
automobile  truck  line  as  a  common  carrier  of  freight  between  Philo 
and  Geyserville,  serving  Cloverdale  as  an  intermediate  point,  and 

It  is  hereby  further  ordered,  that  Application  No.  6356  herein  be  and 
the  same  hereby  is  denied. 

Dated  at  San  Francisco,  California,  this  twenty-sixth  day  of  October, 
1921. 
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Decision  No.  9637. 

IN  THE  MAin'ER  OF  THE  APPLI(\VTIOX  OF  SANTA  MONICA  BAY 
HOME  TELEPHONE  COMPANY  FOR  AN  ORDEK  AUTHORIZING 
THE  SALE  OF  FIVE  THOUSAND  DOLLARS  PAR  VALUE  OF  FIVE 
PER  CENT  FIRST  MORTGAGE  BONDS  AND  ONE  HUNDRED  FIFTY 
SHARES  OF   ITS  PREFERRED   STOCK. 


Application  No.  7198. 
Decided  October  26,  1921. 


/>.  C  Torrance,  for  Applicant. 

RowKT.L,  Comniiimioncr. 

OPINION. 

This  application  involves  the  issue  of  $5,000  of  bonds  and  of  $15,000 
of  preferred  stock  and  the  execution  of  a  mortgage  for  $12,500  by 
Santa  Monica  Bay  Home  Telephone  Company. 

Applicant's  articles  of  incorporation  provide  for  the  payment  of 
an  initial  dividend  on  its  preferred  stock  at  a  rate  of  not  exceeding  4 
per  cent  per  annum.  If  after  the  payment  of  a  4  per  cent  dividend, 
any  surplus  earnings  remain,  such  surplus  earnings  may  be  distributed 
to  the  common  stockholders  to  an  amount  not  exceeding  4  per  cent  of 
the  par  value  of  the  common  stock  outstanding. 

Any  surplus  remaining  after  the  payment  of  4  per  cent  dividend 
on  the  common  stock  shall  be  applied  to  the  payment  of  dividends  on 
the  preferred  and  common  stock  equally. 

The  record  shows  that  applicant  proposes  to  purchase,  for  $32,000, 
certain  property  now  leased  by  it  located  at  No.  160  Pier  avenue,  Ocean 
Park,  for  its  commercial  office  and  main  switch  room.  The  property 
is  adjacent  to  the  Ocean  Park  Bank  and  Is  improved  by  a  two-story 
brick  building  on  a  frontage  of  28  feet  6  inches,  and  by  a  one-story 
brick  building  on  a  frontage  of  21  feet  6  inches.  The  company  plans 
to  add  a  second  story  to  the  latter  building  and  use  it  for  its  long  dis- 
tance business,  thereby  centralizing  local  and  long  distance  business 
under  one  roof  and  insuring  permanent  installation  of  apparatus. 

Applicant  desires  permission  to  sell  the  bonds  at  70  per  cent  of  their 
face  value  and  the  stock  at  85  per  cent  of  its  par  value.  It  proposes 
to  use  the  $16,250  obtained  by  such  sale,  together  with  $3,250  in  cash, 
as  an  initial  payment  on  the  properties.  The  remaining  $12,500  of 
the  purchase  price  of  $32,000  will  be  covered  by  a  note  bearing  interest 
at  6  per  cent  per  annum  and  payable  not  later  than  three  years  after 
date  of  issue.  The  payment  of  the  note  is  to  be  secured  by  a  mortgage. 
The  company  has  not  filed  with  the  Commission  a  copy  of  the  mort- 
gage. The  authority  herein  granted  will  not  become  effective  until 
applicant  has  filed  with  the  Commission  a  copy  of  its  pro[)ose<l  mort- 
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gage  and  the  Commission  by  supplemental  order  has  authorized  its 
execution. 

Applicant  reports  that  the  $5,000  of  lionds  have  been  reacquired  by 
it  and  are  held  in  its  treasury. 

While  the  order  herein  will  permit  of  the  issue  and  sale  of  the  bonds 
at  70,  I  ordinarily  would  not  look  with  favor  upon  the  issue  of  bonds 
at  that  figure.  It  is,  of  course,  understood  that  the  authority  herein 
granted  does  not  bind  the  Commission  in  the  future  to  authorize  the 
issue  of  bonds  at  this  price,  by  applicant,  or  by  any  other  company. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Santa  Monica  Bay  Hotne  Telephone  Company  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  stock  and  bonds  and  to 
execute  a  mortgage,  a  public  hearing  having  been  held,  and  the  Rail- 
road Commission  being  of  the  opinion  that  the  money,  property  or 
labor  to  be  procured  or  paid  for  by  sucii  issue  is  reasonably  required 
for  the  purpose  or  purposes  speciii(*d  herein,  and  that  the  expendi- 
tures for  such  i)urpose  or  purposes  are  not  in  whole  or  in  part  reason- 
ably chargeable  to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  Santa  Monica  Bay  Home  Telephone  Com- 
pany be  and  it  is  hereby  authorized  to  issue  and  sell  $5,000  of  its  first 
mortgage  5  per  cent  bonds  due  in  1935  at  not  less  than  70  per  cent  of 
their  face  value  and  accrued  interest,  a  $12,500  6  per  cent  note  payable 
on  or  before  three  years  after  date,  and  $15,000.  of  its  preferred  stock 
at  not  less  than  85  per  cent  of  its  par  value,  and  to  use  the  proceeds 
to  pay  in  part  the  purchase  price  of  the  properties  to  which  reference 
is  made  in  the  opinion  preceding  this  order. 

The  authority  herein  granted  is  subject  to  conditions  as  follows: 

1.  The  Commission  will  not,  because  of  the  authority  herein  granted, 
be  bound  to  include  in  a  rate  base  the  consideration  being  paid  for 
the  properties  which  applicant  intends  to  purchase. 

2.  The  authority  herein  granted  will  not  become  effective  until  appli- 
cant has  filed  with  the  Railroad  Commission  a  copy  of  its  proposed 
mortgage,  and  the  Railroad  Commission,  by  supplemental  order,  has 
authorized  its  execution. 

3.  Applicant  shall  keep  such  record  of  the  issue  and  sale  of  the 
stock  and  bonds  herein  authorized  and  of  the  disposition  of  the  pro- 
ceeds as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day  of  each 
month  a  verified  report,  as  required  by  the  Railroad  Commission's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a 
part  of  this  order. 
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4.  The  authority  herein  granted  will  not  become  effective  until  appli- 
cant has  paid  the  minimum  fee  prescribed  by  section  57  of  the  Public 
Utilities  Act,  which  fee  is  $25. 

5.  The  authority  herein  granted  will  apply  only  to  such  stock,  bonds 
and  note  as  may  be  issued,  sold  and  delivered  on  or  before  April  1, 
1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-sixth  day  of  October, 
1921. 


Decision  No.  9638. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  MIDLAND  COUNTIES 
PUBLIC  SEIiVlCE  (  OUPOUATiON  FOR  AN  ORDER  AUTHORIZING 
THE  ISSUE  OF  BONDS. 


Application  No.  7126. 
Decided  October  26,  1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

In  the  above  entitled  proceeding  Midland  Counties  Public  Service 
Corporation  asks  permission  to  refund  its  underlying  bonds,  consisting 
of  $257,000  of  6  per  cent  Midland  Counties  Gas  and  Electric  Company 
first  mortgage  bonds,  due  January  1,  1932,  and  $454,000  of  6  per  cent 
Midland  Counties  Public  Service  Corporation  first  and  refunding 
bonds  due  October  1,  1953,  through  the  issue  and  sale  of  ci  like  amount 
of  7i  per  cent  general  refunding  mortgage  gold  bonds  at  not  less  than 
94  and  accrued  interest;  and  to  issue  and  sell  $801,000  of  its  general 
refunding  mortgage  gold  bonds  and  to  secure  in  part  the  payment  of 
such  $801,000  of  general  refunding  mortgage  gold  bonds  by  the  deposit 
of  $801,000  of  first  and  refunding  mortgage  bonds. 

The  issue  and  sale  of  the  $801,000  of  general  refunding  mortgage 
gold  bonds  and  the  deposit  of  the  $801,000  of  first  and  refunding  mort- 
gage bonds  is  authorized  by  Decision  No.  9567,  dated  September  27, 
1921. 

Applicant  amended  this  application  at  the  hearing  and  now  asks  per- 
mission to  refund  only  the  $454,000  of  first  and  refunding  mortgage 
bonds  through  the  issue  of  a  like  amount  of  general  refunding  mort- 
gage gold  bonds  at  94  and  accrued  interest.  The  record  shows  that 
the  $454,000  of  first  and  refunding  mortgage  6  per  cent  bonds  were 
sold  at  90  and  accrued  interest.     It  is  proposed  by  applicant  to  issue 
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in  exchange  for  each  $1,000  first  and  refunding  6  per  cent  mortgage 
bond  plus  $40  in  cash,  a  $1,000  general  refuudiug  7^  per  cent  mort- 
gage gold  bond  due  September  1,  1956.     If  the  $454,000  of  first  and 
refunding  mortgage  6  per  cent  bonds  are  refunded,  as  propK>sed   by 
applicant,  its  cash  resources  will  be  increased  by  the  sum  of  $18,160. 
The  annual  nominal  interest  charge  on  the  $454,000  of  6  per  cent  bonds 
amounts  to  $27,240.    The  annual  nominal  interest  charge  on  $454,000 
of  7^  per  cent  bonds  will  amount  to  $34,050,  or  $6,810  more  than  on 
a  like  amount  of  6  per  cent  bonds.     Assuming  the  company  can  earn 
7 J  on  the  $18,160  additional  cash  v/hich  it  believes  it  can  secure  through 
the  refunding  of  the  $454,000  of  6  per  cent  bonds,  it  will  realize  on 
the  $18,160  investment  $1,362.    Deducting  the  $1,362  from  the  $6,810 
leaves  a  net  increase  of  $5,448  in  the  nominal  annual  interest  charge. 
It  is  urged  by  applicant  that  the  refunding  of  the  $454,000  of  first 
and  refunding  6  per  cent  mortgage  bonds  will  enable  it  to  sell  in  the 
future  its  general  refunding  bonds  at  a  better  price.     The  Commis- 
sion's attention  is  also  called  to  the  fact  that  some  of  the  first  and 
refunding  bonds  are  held  by  estates  in  the  process  of  distribution  and 
that  as  a  result  of  the  distribution  of  the  estates  the  bonds  will  become 
more  widely  distributed  and  that  on  account  of  such  distribution  it 
may  become  more  difficult  to  effect  an  economical  exchange  of  the  bonds 
hereafter. 

ORDER. 
It  occurs  to  us  that  applicant's  request  to  refund  its  first  and  refund- 
ing mortgage  6  per  cent  bonds  is  a  reasonable  one  and  that  it  should 
be  granted  subject  to  the  conditions  of  this  order;  therefore. 

It  is  hereby  ordered,  that  Midland  Counties  Public  Service  Corpora- 
tion be  and  it  is  hereby  authorized  to  issue  $454,000  of  its  general 
refunding  mortgage  7^  per  cent  irold  bonds,  to  refund  $454,000  of 
first  and  refunding  mortgage  6  per  cent  gold  bonds  now  outstanding 
and  to  deposit  said  $454,000  of  first  and  refunding  mortgage  6  per  cent 
gold  bonds  with  the  trustee  under  its  general  refunding  mortgage. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  None  of  the  $454,000  of  7i  per  cent  general  refunding  mortgage 
gold  bonds  may  be  issued  until  all  the  owners  of  the  $454,000  of  first 
and  refunding  mortgage  6  per  cent  bonds  have  agreed  to  exchange 
their  bonds  on  the  basis  of  $1,000  face  value  of  bonds  plus  $40  in  cash 
for  $1,000  face  value  of  7 J  per  cent  general  refunding  mortgage  gold 
bonds,  and  the  company  has  collected  the  $18,160,  or  said  sum  has 
been  deposited  in  escrow  for  the  benefit  of  the  company  pending  the 
delivery  of  the  $454,000  of  7^  per  cent  general  refunding  mortgage 
gold  bonds. 
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2.  The  authority  herein  granted  does  not  permit  of  the  partial 
refunding  of  the  first  and  refunding  mortgage  6  per  cent  bonds,  nor 
does  it  permit  applicant  to  effect  the  refunding  of  such  bonds  at  a 
cost  in  excess  of  that  outlined  in  this  order. 

3.  The  $18,160  which  applicant  will  receive  from  the  holders  of  its 
first  and  refunding  mortgage  6  per  cent  bonds,  if  such  bonds  are 
refunded  through  the  issue  of  the  $454,000  of  7^  per  cent  general 
refunding  mortgage  gold  bonds,  may  be  used  for  the  purpose  of  pay- 
ing indebtedness  due  the  San  Joaquin  Light  and  Power  Corporation. 

4.  Midland  Counties  Public  Service  Corporation  shall  keep  such 
record  of  the  issue,  deposit  and  delivery  of  the  bonds  herein  authorized 
and  of  the  disposition  of  the  proceeds  as  will  enable  it  to  file,  on  or* 
before  the  twenty-fifth  day  of  each  month,  a  verified  report  as  required 
by  the  Railroad  Commission's  General  Order  No.  24,  which  order,  in 
so  far  as  applicable,  is  made  a  part  of  this  order. 

5.  The  authority  herein  granted  will  apply  only  to  such  bonds  as 
may  be  issued,  deposited  and  delivered  on  or  before  December  31,  1921. 

Dated  at  San  Francisco,  California,  this  twenty -sixth  day  of  October, 
1921. 


Decision  No.  9641. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  HANFORD  WATER 
CX)MPANY,  A  CORPORATION.  FOR  AN  ORDER  PERMITTING  AND 
AUTHORIZING  IT  TO  BORROW  MONEY  AND  ISSUE  AND  DELIVER 
ITS  PROMISSORY  NOTES  IN  EVIDENCE  THEREOF,  AND  TO 
SECURE  SAME  BY  ISSUING  AND  DELIVERING  CERTAIN  OF  ITS 
CORPORATE  BONDS. 


Application  No.  7264. 
Decided  October  26,  1921. 


F.  A\  IsaaCf  for  Applicant. 

LovBLAND,   Cotnmissioncr, 

OPINION. 

The  Hanford  Water  Company  asks  permission  in  this  proceeding  to 
issue  $20,000  face  value  of  6^  per  cent  notes  and  to  secure  the  payment 
of  such  notes  by  the  deposit  of  $20,000  of  its  6  per  cent  bonds. 

Applicant  has  an  authorized  stock  issue  of  $200,000,  of  which 
$191,000  is  outstanding.  It  has  no  outstanding  bonded  indebtedness. 
In  1907  it  executed  a  trust  deed  securing  an  authorized  issue  of 
$100,000  of  6  per  cent  bonds  payable  March  1,  1930.  Of  these  bonds 
$60,000  face  value  have  been  heretofore  issued.  The  testimony,  how- 
ever, shows  that  all  of  the  $60,000  of  bonds  have  been  redeemed  and 
canceled.      Applicant's    authorized   but    unissued    bonds    amount    to 
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$40,000.  Of  these  it  proposes  to  issue  $20,000  to  secure  the  payment 
of  two  notes;  one  note  for  $10,000  payable  in  five  years,  the  other  for 
$10,000  payable  in  ten  years. 

The  record  shows  that  during  the  past  two  years  the  city  of  Hanford 
has  caused  extensive  paving  to  be  done  upon  several  of  its  streets  in 
which  water  mains  and  service  pipes  of  applicant  are  located.  In  some 
instances  the  efficiency  of  the  pipes  had  become  impaired,  while  in 
other  instances  the  mains  were  of  insufficient  capacity  to  supply  the 
growing  needs  of  the  inhabitants  of  the  city  of  Hanford.  For  these 
reasons  and  in  order  to  avoid  the  greater  expense  of  replacing  its 
water  mains  after  the  streets  had  been  paved,  applicant  concluded  to 
replace  some  of  its  water  mains  with  new  and  larger  pipes. 

F.  N.  Isaac,  secretary  of  The  Hanford  Water  Company,  testified  that 
the  company  expended  approximately  $26,000  to  replace  water  mains 
and  service  pipes.  Of  the  amount  so  expended,  it  secured  $17,500 
from  the  First  National  Bank  of  Hanford  through  the  issue  of  one- 
year  notes  bearing  interest  at  the  rate  of  7  per  cent  per  annum.  Appli- 
cant also  reports  that  it  has  sunk  a  new  well  on  which  there  remains 
due  $1,210.  To  pay  its  current  indebtedness,  applicant  has  made 
arrangements  to  borrow  $20,000  from  P.  McRae,  one  of  its  directors. 
It  appears  that  P.  McRae  is  willing  to  loan  the  company  $20,000  with 
interest  at  the  rate  of  6^  per  cent  per  annum,  such  loan  to  be  evidenced 
by  two  promissory  notes  in  the  sum  of  $10,000  and  $10,000,  respec- 
tively; the  first  of  which  shall  be  payable  in  five  years  after  its  date 
and  the  second  in  ten  years  after  its  date.  P.  McRae  desires  that  the 
company  secure  the  payment  of  the  notes  by  the  issue  and  deposit  of 
$20,000  of  its  first  mortgage  6  per  cent  bonds. 

According  to  the  testimony  of  F.  N.  Isaac,  it  is  possible  that  the 
city  of  Hanford  will,  within  the  near  future,  pave  additional  streets, 
and  if  this  is  done  it  may  become  advisable  for  applicant  to  replace 
additional  mains.  It  is  for  this  purpose  that  applicant  will  use  $1,290, 
which  is  the  difference  between  the  $20,000  loaned  from  P.  McRae  and 
applicant's  present  indebtedness  consisting  of  $17,500  of  notes  pay- 
able to  the  First  National  Bank;  and  $1,210  due  on  its  new  well.  T 
believe  that  this  application  should  be  granted  and  herewith  submit 
the  following  form  of  order: 

ORDER. 

The  Hanford  Water  Company,  having  applied  to  the  Railroad  Com- 
mission for  permission  to  issue  $20,000  face  value  of  notes  and  issue 
and  deposit  $20,000  of  its  first  mortgage  bonds,  a  public  hearing  hav- 
ing  been  held  and  the  Commission  being  of  the  opinion  that  the  money, 
property  or  labor  to  be  procured  or  paid  for  through  the  issue  of  the 
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notes  and  bonds  herein  authorized  is  reasonably  required  by  applicant 
and  that  the  expenditures  are  not  in  whole  or  in  part  reasonably 
chargeable  to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  The  Hanford  Water  Company  be  and  it 
is  hereby  authorized  to  issue  at  not  less  than  face  value  thereof  two 
promissory  notes  in  the  principal  sum  of  $10,000  each,  one  payable  in 
five  years  after  its  date  and  the  other  payable  ten  years  after  its  date ; 
said  notes  to  bear  interest  at  the  rate  of  not  exceeding  &J  per  cent  per 
annum,  and  to  issue  and  deposit  as  security  for  the  payment  of  the 
notes  herein  authorized  $20,000  face  value  of  its  first  mortgage  6  per 
cent  bonds,  payable  March  1,  1930. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  Of  the  proceeds  realized  through  the  issue  of  the  $20,000  face 
value  of  notes,  $17,500  may  be  used  to  pay  the  notes  held  by  the  First 
National  Bank  of  Hanford  and  $1,210  to  pay  the  balance  due  on  appli- 
cant's new  well.  The  remainder  of  the  proceeds  realized  through  the 
issue  of  the  notes  herein  authorized  shall  be  expended  only  for  such 
purposes  as  the  Railroad  Commission  may  hereafter  authorize  by  sup- 
plemental order. 

2.  As  payments  are  made  on  the  notes  herein  authorized,  a  proper 
proportion  of  the  bonds  deposited  as  collateral  to  secure  the  payment 
of  such  notes  shall  be  returned  to  applicant  and  thereafter  not  disposed 
of  by  applicant  in  any  manner  whatsoever  except  as  permitted  by  the 
Railroad  Commission. 

3.  The  Hanford  Water  Company  shall  keep  such  record  of  the  issue, 
sale  and  deposit  of  notes  and  bonds  herein  authorized  and  of  the  use 
of  the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day 
of  each  month  a  verified  report,  as  required  by  the  Railroad  Commis- 
sion's General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is 
made  a  part  of  this  order. 

4.  The  authority  herein  granted  will  not  become  eflFective  until 
applicant  has  paid  the  minimum  fee  prescribed  by  section  57  of  the 
Public  Utilities  Act,  which  fee  is  $25. 

5.  The  authority  herein  granted  will  apply  only  to  such  notes  and 
bonds  as  may  be  issued  on  or  before  December  31,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty -sixth  day  of  October, 
1921. 
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Decision  No.  9642. 

IN  THE  MATTER  OB^  THE  APPLICATION  OF  EL  DORADO  POWKIt 
COMPANY,  A  CORPORATION,  AND  WESTERN  STATES  GAS  AND 
ELECTRIC  COMPANY,  A  CORPORATION,  FOR  A  CERTIFICATE 
UNDER  SECTION  FIFTY  (a)  OF  THE  PUBLIC  UTILITIES  ACT, 
DECLARING  THAT  PUBLIC  CONVENIENCE  AND  NECESSITY 
REQUIRE  THE  CONSTRUCTION  OF  THE  POWER  PLANTS  AN1> 
PROJErr  WORKS  MENTIONED  HEREIN,  INCLUDING  POWER 
HOUSES,  DAMS,  RESERVOIRS,  AND  OTHER  STRUCTURES  APPUR- 
TENANT THERETO  AND  NECEJSSARY  IN  CONNECTION  THERE- 
WITH, INCLUDING  TRANSMISSION  LINES. 


Application  No.  6876. 
Decided  October  26,  1921. 


Electric  Utiuty — Cebtific ate.— Western  States  Gas  and  Electric  Company  is 
granted  a  certificate  for  the  construction,  through  the  El  Dorado  Power 
Company,  a  subsidiary,  of  a  hydro-electric  plant  on  the  Sooth  Fork  of  tiie 
American  River,  the  Commission  finding  that  the  release  of  power  to  other 
consumers  now  purchased  from  the  Pacific  Gas  and  Electric  Company  and 
the  Great  Western  Power  Company  will  be  of  benefit  to  the  central  portion 
of  the  state.  ^ 

Chickering  and  Qrcffory,  for  Applicants. 

Martin,  Commi99ioner. 

OPINION. 

Western  States  Gas  and  Electric  Company  and  its  subsidiary,  El 
Dorado  Power  Company,  apply  for  an  order  of  the  Railroad  Commis- 
sion certifying  that  public  convenience  and  necessity  require  the  con- 
struction by  applicants  of  a  hydro-electric  power  plant  on  the  South 
Pork  of  the  American  River,  together  with  the  necessary  transmission 
lines  and  the  enlargement  of  the  existing  hydro-electric  plant  of  the 
Western  States  Gas  and  Electric  Company. 

A  hearing  in  this  application  was  held  in  Stockton  on  August  13, 
at  which  evidence  was  presented  and  exhibits  filed  showing  in  detail 
the  proposed  construction.  The  evidence  before  the  Commission  shows 
that  Western  States  Gas  and  Electric  Company  now  operates  a  com- 
paratively small  hydro-electric  plant  on  the  American  River  and  a 
steam  plant  in  Stockton,  but  that  the  greater  portion  of  the  energy 
sold  in  the  Stockton  division  and  all  of  the  energy  sold  in  the  Richmond 
division  is  purchased.  The  company's  business  has  increased  steadily 
since  1911  and  its  growth  is  expected  to  continue.  Plans  have  been 
made  and  property  and  water  rights  acquired  to  permit  the  construc- 
tion of  an  additional  plant  in  which  energy  for  distribution  by  the 
Western  States  Gas  and  Electric  Company  may  be  generated  and  the 
large  amount  of  energy  purchased  in  the  past  correspondingly 
diminished. 

These  plans  include  the  development  of  storage  reservoirs  on  tribu- 
taries of  the  American  River  and  the  construction  at  a  location  approx- 
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imately  ten  miles  above  the  existing  plant  of  a  new  hydro-eleetric  plant 
which  will  have  an  ultimate  capacity  of  100,000  horsepower.  The  addi- 
tional water  resources  so  developed  will  also  be  available  for  the  opera- 
tion of  the  existing  plant  and  it  may  be  enlarged  to  a  capacity  of 
approximately  56,000  horsepower. 

As  a  step  of  financing  this  development,  the  parties  in  interest  have 
caused  to  be  organized  the  El  Dorado  Power  Company.  It  appears 
that  the  Western  States  Gas  and  Electric  Company  intends  to  acquire 
all  of  the  stock  issued  by  the  El  Dorado  Power  Company,  and  also  issue 
jointly  with  or  guarantee  the  payment  of  bonds  of  the  El  Dorado 
Power  Company.  By  organizing  the  El  Dorado  Power  Company  and 
having  that  company  construct  the  new  hydro-electric  power  plant, 
the  bonds  issued  will  be  a  first  lien  upon  the  properties.  It  is  believed 
that  this  fact  will  facilitate  the  sale  of  these  bonds. 

By  releasing  for  the  use  of  other  consumers  the  energy  now  sold  to 
Western  States  Gas  and  Electric  Company  by  the  Pacific  Gas  and 
Electric  Company  and  Great  Western  Power  Company  of  California 
the  proposed  development  will  be  of  benefit  to  the  entire  central  por- 
tion of  the  state.  It  is  proposed  to  carry  the  development  on  in  units 
and  there  does  not  appear  any  likelihood  of  an  over-development  of 
hydro-electric  power  at  any  time  on  account  of  the  program  now  con- 
templated. 

I  recommend  the  following  form  of  order: 

ORDER. 

El  Dorado  Power  Company  and  Western  States  Gas  and  Electric 
Company  having  applied  to  the  Railroad  Commission  for  an  order 
certifying  that  public  convenience  and  necessity  require  the  enlarge- 
ment of  tbe  existing  hydro-electric  plant  of  .Western  States  Gas 
and  Electric  Company  and  the  construction  of  a  new  hydro-electric 
plant,  together  with  appurtenant  dams,  reservoirs,  water  conduits  and 
transmission  lines,  a  public  hearing  having  been  held  and  the  matter 
submitted ; 

The  Railroad  Commission  of  the  State  of  California  does  hereby  cer- 
tify and  declare  that  public  convenience  and  necessity  require  the  con- 
struction by  Western  States  Gas  and  Electric  Company  and  El  Dorado 
Power  Company  of  additional  reservoirs,  water  conduits  and  power 
plants  and  the  enlargement  of  the  existing  plant  of  Western  States 
Gas  and  Electric  Company,  all  substantially  in  accordance  with  the 
plans  as  filed  in  this  proceeding. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-sixth  day  of  October^ 
1921, 
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Decision  No.  9655. 

IX  THE  MATfEU  ClF  THE  AI'PLKATIOX  OF  EAST  BAY  WATER  COM- 
PAXY.  A  CORl»ORATIOX.  FOR  AX  ORDER— (1)  AUTHORIZIXO 
1XCREA8E  OF  BOXDED  IXDEBTEDXESS:  «2>  AUTHORIZING 
I«8UE  OF  BOXDS;  (3|  AUTIIORIZIXG  ISSUE  OF  CLASS  "A"  SIX 
(0)  PER  CEXT  CUMULATU-E  PREFERRED  STOCK;  (4)  AUTHOR- 
IZING PLEDGE  OF  BOXDS. 


Application  No.  7092. 
Decided  October  27,  1921. 


Wateb  Utility — Mobtgage — Bo^u  Issue. — In  permittiiig  the  ei«cntion  of  a 
mortgage  to  secure  an  authorized  bond  is^sue  of  SoO.OOO.OOO  the  Commissicn 
pointx  out  that  such  authority  dops  not  idve  applicant  permission  to  issue 
and  Hell  anj  of  the  bonds,  nor  does  it  limit  the  Commission's  power  to  deter- 
mine the  termfi  and  conditions  under  which  it  will  authorize  the  issue,  sale 
or  pledge  of  bonds  secured  by  such  mortgage. 

MvKpp,  Tasheira  and  Warkaftig,  for  East  Bay  Water  Company. 

Frank  V,  Cornish,  for  City  of  Berkeley. 

W,  'I,  TjOck(\,  ii}T  City  of  Alameda. 

Lron  E.  iiray,  for  City  of  Oakland. 

./.  AllUon  Hruner^  for  (^ity  of  San  I^andro. 

RowKLL.  (UtmmtMioner, 

OPINION. 

In  this  proceeding  East  Bay  Water  Company,  hereinafter  sometimes 
referred  to  as  applicant,  or  the  company,  asks  permission  to  increase 
its  authorized  bonded  indebtedness,  to  execute  a  unifying  and  refund- 
ing mortgage,  to  pledge  $2,500,000  of  its  first  mortgage  5^  per  cent 
bonds,  to  issue  and  sell  $2,500,000  of  7i  per  cent  unifying  and  refund- 
ing mortgage  bonds  and  to  Issue  and  sell  $63,225.86  of  its  6  per  cent 
Class  **A''  cumulative  preferred  stock. 

At  the  time  this  application  was  filed  applicant  had  an  authorized 

stock  issue  of  $9,500,000,  divided  into  the  following  classes : 

Class  "A"  G  per  cent  cumulative  preferred $0,000,000  00 

Class  •*B'*  0  per  cent  noncumulative  preferred 3,000.000  CK) 

Common    , 500,000  00 

Total    |n,.')00,000  00 

In  Schedule  ''B,"  filed  in  this  proceeding,  the  stock  outstanding  is 

reported  as  follows: 

Class  "A*'  0  per  cent  cumulative  preferred $5,132,100  *X) 

Class  "B"  0  per  cent  noncumulative  preferred 2,087,200  00 

Common    100,000  CO 

Total    $8,219,300  00 

Applicant's  stockholders  have  recently  voted  to  increase  its  author- 
ized stock  from  $9,500,000  to  $15,500,000,  which  consists  of  : 

Class  *'A"  0  per  cent  cumulative  preferred $10,000,000  00 

Class  "B"  0  per  cent  noncumulative  preferred 5.000,000  00 

Common    500,000  00 

Total    $15,500,000  00 
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Prior  to  September  28th  applicant  had  an  authorized  bonded  debt 
of  $16,250,000,  divided  into. $15,000,000  of  first  mortgage  5^  per  cent 
bonds,  due  January  1,  1946,  and  $1,250,000  of  6  per  cent  five-year  col- 
lateral trust  notes  due  August  1,  1923.  All  of  the  collateral  trust  notes 
have  been  issued  and  are  outstanding.  Of  the  authorized  first  mort- 
gage bonds,  according  to  Schedule  *'E,''  $11,428,900  are  outstanding 
in  the  hands  of  the  public  and  $1,634,000  deposited  as  collateral  to 
secure  the  payment  of  the  five-year  notes,  making  a  total  of  $13,062,900. 
Deducting  the  $13,062,900  from  the  authorized  issue  of  $15,000,000 
leaves  $1,937,100  of  these  bonds  unissued. 

In  Schedule  *'F*'  applicant  reports  $737,706.63  of  notes  payable 
while  its  accounts  payable,  as  reported  in  its  July  31,  1921,  balance 
sheet,  amount  to  $292,088.02. 

Heretofore  by  Decision  No.  9553,  dated  September  23,  1921,  the 
Commission  authorized  applicant  to  issue  $825,000  of  its  first  mort- 
gage 5|  per  cent  bonds  to  pay  in  part  the  cost  of  acquiring  the  prop- 
erties of  The  Union  Water  Company  of  California  and  The  Union 
Water  Development  Company.  The  $825,000  are  not  included  in  the 
$13,062,900  of  bonds  mentioned  as  outstanding  in  the  preceding  para- 
graph. The  $825,000  constitutes  part  of  the  $1,937,100  of  unissued 
bonds.  Deducting  the  $825,000  from  the  $1,937,100  of  unissued  bonds 
leaves  $1,112,100  of  first  mortgage  bonds  available  for  future  con- 
struction. 

It  has  been  concluded  by  the  stockholders  of  Bast  Bay  Water  Com- 
pany to  increase  the  company's  authorized  bonded  indebtedness  from 
$16,250,000  to  $66,250,000,  the  increase  to  be  represented  by  a  new 
authorized  bond  issue  of  $50,000,000.  The  mortgage  under  which  the 
$50,000,000  of  bonds  are  to  be  issued  provides,  among  other  things, 
that  the  bonds  may  be  issued  at  any  time  in  such  series,  maturity  or 
maturities,  interest  rates,  redemption  and  convertible  and  sinking  fund 
provisions,  as  may  be  designated  by  the  board  of  directors  at  the  time 
of  the  issue  of  each  of  such  series.  While  the  order  herein  will  per- 
mit applicant  to  execute  a  mortgage  to  secure  an  authorized  bond  issue 
of  $50,000,000,  it  should  be  understood  by  all  that  such  authority  does 
not  give  applicant  permission  to  issue  and  sell  any  of  the  $50,000,000 
of  bonds.  Authority  to  execute  a  mortgage  does  not  carry  with  it  per- 
mission to  issue  and  sell  bonds,  nor  does  it  in  any  way  limit  the  Com- 
mission's power  to  determine  the  terms  and  conditions  under  which  it 
will  authorize  the  issue,  sale  or  pledge  of  bonds  secured  by  such  mort- 
gage. A  copy  of  applicant's  proposed  mortgage  has  been  filed  in  this 
proceeding. 

Applicant  asks  permission  to  issue  $2,500,000  of  its  unifying  and 
refunding  mortgage  fifteen-year  7|  per  cent  gold  bonds,  and  sell  said 
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bonds  at  94  per  cent  of  their  face  value  plus  accrued  interest.  The 
bonds  are  callable  on  any  interest  paynijent  date  at  105  and  accrued 
interest.  While  the  order  herein  permits  the  issue  of  7^  per  cent  bonds, 
such  authority  does  not  commit  the  Commission  to  the  policy  of  author- 
izinpr  the  issue  of  7^  per  cent  bonds  when  market  conditions  justify  a 
lower  interest  rate.  A  fifteen-year  7^  per  cent  bond,  if  sold  at  94,  will 
realize  the  company  the  sum  of  $2,350,000.  This  amount  it  asks  per- 
mission to  use  for  the  following  purposes : 

(a)  $1,970,250  to  reacquire  $2,325,000  of  its  first  mortgage  5i  per  cent  bonds; 
(6)        373,750  to  reimburse  its  treasury  and  finance  the  construction  of  addi- 
tions and  betterments. 

During  1920  applicant,  to  carry  forward  the  construction  of  its  San 
Pablo  reservoir  and  project,  sold  to  certain  banks  $1,500,000  of  its 
first  mortgage  5^  per  cent  bonds  at  85  per  cent  of  their  face  value  and 
accrued  interest.  It  appears  from  the  record  that  the  banks  have 
agreed  to  sell  the  bonds  back  to  the  company  at  the  same  price  they 
paid  for  them.  The  company  has,  as  recited  in  Decision  No.  9553,  dated 
September  23,  1921,  an  option  to  buy  back  at  85  the  $825,000  of  first 
mortgage  bonds  which  it  is  authorized  to  issue  as  part  payment  for 
the  properties  of  The  Union  Water  Company  of  California  and  The 
Union  Water  Development  Company. 

Bearing  in  mind  the  fact  that  applicant  will  have  to  spend,  in  all 
probability,  considerable  amounts  within  the  next  few  years  for  new 
construction,  I  believe  that  it  is  proper  for  applicant  at  this  time  to 
make  provision  for  future  financing.  It  is  desirable  that  this  be  done 
now  rather  than  after  its  $15,000,000  of  first  mortgage  bonds  are  all 
issued  and  in  the  hands  of  the  public. 

In  a  statement  filed  in  this  proceeding,  applicant  reports  the  actual 
and  estimated  construction  expenditures,  which  have  not  been  financed 
through  the  issue  of  bonds  or  stock  authorized  by  the  Commission,  at 
$252,903.42.  Applicant  asks  permission  to  finance  75  per  cent  of  the 
cost  of  these  expenditures  through  the  issue  of  its  unifying  and  refund- 
ing mortgage  bonds  and  25  per  cent  of  the  cost  through  the  issue  of 
$63,225.86  par  value  of  its  Class  **A''  preferred  stock. 

Applicant  in  its  proposed  mortgage  agrees  that  it  wUl  not  issue  and 
sell  any  more  of  its  first  mortgage  bonds.  All  of  the  unissued  first 
mortgage  bonds  will,  if  their  issue  is  authorized  by  the  Railroad  Com- 
mission, be  deposited  with  the  trustee  under  the  unifying  and  refund- 
ing mortgage.  In  addition,  there  will  also  be  deposited  with  said 
trustee  any  «nd  all  first  mortgage  bonds  which  the  company  will 
reacquire  and  which  will  not  have  to  be  canceled  under  applicant's 
first  mortgage.  At  this  time  applicant  asks  pennission  to  deposit  with 
the  trustee  under  the  unifying  and  refunding  mortgage  the  $2,325,000 
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of  first  mortgage  bonds  it  intends  to  acquire  from  certain  banks  and 
The  Union  Water  Company  of  California  and  The  Union  Water 
Development  Company  or  their  creditors,  and  in  addition  thereto  issue 
and  deposit  $175,000  of  first  mortgage  bonds,  making  a  total  of  $2,500,- 
000  of  first  mortgage  bonds  which  will  be  deposited  with  the  trustee 
under  the  unifying  and  refunding  mortgage  and  held  as  part  security 
for  the  payment  of  bonds  issued  under  such  mortgage. 
I  herewith  submit  the  following  form  of  order: 

ORDER. 

East  Bay  Water  Company  having  applied  to  the  Railroad  Commis- 
sion for  permission  to  increase  its  bonded  indebtedness,  execute  a 
mortgage,  issue,  sell  and  pledge  bonds  and  issue  and  sell  stock  in 
the  amounts  indicated  in  the  foregoing  opinion,  a  public  hearing  hav- 
ing been  held  and  the  Railroad  Commission  being  of  the  opinion  that 
the  money,  property  or  labor  to  be  procured  or  paid  for  through  the 
issue  of  the  bonds  and  stock  herein  authorized  is  reasonably  required 
by  applicant  and  that  the  expenditures  are  not  in  whole  or  in  part 
reasonably  chargeable  to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  as  follows : 

1.  East  Bay  Water  Company  may  increase  its  authorized  bonded 
indebtedness  from  $16,250,000  to  $66,250,000; 

2.  East  Bay  Water  Company  may  execute  a  mortgage  or  deed  of 
trust  substantially  in  the  same  form  as  the  mortgage  or  deed  of  trust 
filed  in  this  proceeding  and  marked  for  the  purpose  of  identification, 
Exhibit  **M,**  provided  that  the  authority  herein  granted  to  execute 
such  mortgage  or  deed  of  trust  is  for  the  purpose  of  this  proceeding 
only  and  is  granted  in  so  far  as  this  Commission  has  jurisdiction 
under  the  terms  of  the  Public  Utilities  Act  and  is  not  intended  as  an 
approval  of  said  mortgage  or  deed  of  trust  as  to  such  other  legal 
requirements  to  which  such  mortgage  or  deed  of  trust  may  be  subject; 

3.  East  Bay  Water  Company  may  issue  $2,500,000  of  its  7^  per  cent 
unifying  and  refunding  mortgage  fifteen-year  gold  bonds  and  $63,225.86 
par  value  of  its  Class  **A*'  6  per  cent  cumulative  preferred  stock; 

4.  East  Bay  Water  Company  may  issue  $175,000  of  its  5^  per  cent 
first  mortgage  bonds,  due  January  1,  1946,  and  deposit  said  bonds, 
together  with  $2,325,000  of  first  mortgage  bonds  which  it  is  herein 
permitted  to  reacquire,  with  the  trustee  under  its  proposed  unifying 
and  refunding  mortgage. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows: 

A.  The  unifying  and  refunding  mortgage  bonds  herein  authorized 
to  be  issued  shall  be  sold  by  applicant,  for  ca^h,  at  not  less  than  94 
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per  cent  of  their  face  value  and  accrued  interest  and  the  proceeds  used 
for  the  following  purposes: 

(1)  Not  exceeding  $1,996,250  to  reacquire  $2,325,000  of  its  first 
mortgage  5|  per  cent  bonds. 

(2)  The  remaining  proceeds  shall  be  used  by  applicant  to  reimburse 
its  treasurj^  and  after  such  reimbursement  be  used  by  applicant  to 
pay  in  part  the  notes  payable  or  the  cost  of  additions  and  betterments 
referred  to  in  this  application,  and  the  accrued  interest  on  the  bonds. 

B.  The  stock  herein  authorized  shall  be  sold  by  applicant,  for  cash, 
at  not  less  than  $75  per  share  net  to  applicant,  and  the  proceeds  used 
to  reimburse  its  treasury,  and  after  such  reimbursement  to  pay  in  part 
the  notes  and  the  cost  of  additions  and  betterments  referred  to  in  this 
application. 

C.  East  Bay  Water  Company  shall  keep  such  record  of  the  issue  and 
sale  of  the  bonds  and  stock  herein  authorized  and  of  the  disposition  of 
the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day  of 
each  month  a  verified  report  as  required  by  the  Railroad  Commission's 
General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a 
part  of  this  order. 

D.  The  authority  herein  granted  will  not  become  eflfective  until 
applicant  has  paid  the  fee  prescribed  by  section  57  of  the  Public 
Utilities  Act,  which  fee  amounts  to  $175. 

E.  The  authority  herein  granted  will  apply  only  to  such  bonds  and 
stock  as  may  be  issued,  sold  and  delivered  on  or  before  March  1,  1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of 
October,  1921. 


Decision  No.  9666. 
in  the  matter  of  the  application  of  southern  counties 

GAS  COMPANY  OF  CALIFORNIA  FOR  AN  ORDER  AUTHORIZING 
THE  ISSUANCE  OF  TEN- YEAR  COLLATERAL  TRUST  GOLD  BONDS, 
THE  EXECUTION  OF  THE  TRUST  DEED  AND  MORTGAGE  SECUR- 
ING THE  SAME  AND  THE  PLEDGING  OF  FIRST  MORTGAGE 
BONDS  AS  PART  OF  THE   SECURITY  THEREOF. 


Application  No.  6307. 
Decided  October  28,  1921. 


Walter  8.  McFarland,  for  Applicant. 
Bbundige,  CommiB9%oner, 

FIFTH  SUPPLEMENTAL  ORDER. 
Whereas,   the   Railroad  Commission,   by   Decision  No.  8399,   dated 
November  30,  1920,  as  amended,  authorized  Southern   Counties  Gas 
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Company  of  California  to  execute  a  trust  deed  securing  the  payment 
of  a  total  authorized  issue  of  $1,000,000  of  ten -year  collateral  trust  8 
per  cent  gold  bonds,  due  December  1,  1930,  and 

Whereas,  the  Railroad  Commission  by  various  orders  in  this  pro- 
ceeding has  authorized  applicant  to  issue  and  sell  at  not  less  than  95 
per  cent  of  face  value  and  accrued  interest,  $900,000  of  such  collateral 
trust  bonds,  and 

Whereas,  applicant  now  reports  in  Exhibit  **B,'*  attached  to  the 
fifth  supplemental  petition  in  Application  No.  6306,  that  up  to  August 
31,  1921,  it  has  expended  $251,237.60  for  permanent  extensions,  addi- 
tions, betterments  and  improvements  to  its  existing  plant  and  property, 
against  which  it  has  issued  no  bonds,  and 

Whereas,  to  finance  in  part  such  expenditures,  applicant  in  its  fifth 
supplemental  petition  in  the  above  entitled  matter,  asks  permission  to 
issue  and  sell  at  not  less  than  95  per  cent  of  face  value  plus  accrued 
interest  an  additional  $100,000  of  collateral  trust  bonds  (Series  *'P") 
and  to  secure  their  payment  by  the  deposit  of  $131,300  of  its  first 
mortgage  bonds;  and, 

A  public  hearing  having  been  held,  and  the  Railroad  Commission 
being  of  the  opinion  that  the  money,  property  or  labor  to  be  procured 
or  paid  for  by  such  issue  is  reasonably  required  by  applicant,  and  that 
the  expenditures  herein  authorized  are  not  in  whole  or  in  part  reason- 
ably chargeable  to  operating  expenses  or  to  income;  now,  therefore, 

It  is  hereby  ordered,  that  Southern  Counties  Gas  Company  of  Cali- 
fornia be  and  it  is  hereby  authorized  to  issue  and  sell  on  or  before 
March  31,  1922,  at  not  less  than  95  per  cent  of  their  face  value  plus 
accrued  interest,  $100,000  of  Series  '*F"  ten-year  collateral  trust 
bonds  and  to  use  the  proceeds  to  reimburse  its  treasury  for  moneys 
expended  for  extensions,  additions,  betterments  and  improvements 
referred  to  herein,  and  after  such  reimbursement,  to  pay  current  lia- 
bilities reported  in  the  fifth  supplemental  petition  in  Application  No. 
6306. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  The  payment  of  the  $100,000  of  Series  '*P''  collateral  trust  gold 
bonds  herein  authorized  may  be  secured  by  the  deposit  of  $131,300  of 
applicant's  5^  per  cent  first  mortgage  bonds.  As  the  collateral  trust 
bonds  are  redeemed,  a  proper  proportion  of  applicant's  first  mortgage 
bonds  deposited  as  collateral  shall  be  returned  to  applicant  and 
thereafter  not  disposed  of  in  any  manner  whatsoever  except  as  author- 
ized by  the  Railroad  Commission. 
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2.  The  authority  herein  granted  to  issue  bonds  will  not  become  effect- 
ive until  applicant  has  paid  the  fee  prescribed  by  section  57  of  the 
Public  Utilities  Act,  which  fee  is  $100. 

3.  Southern  Counties  Gas  Company  of  California  shall  keep  such 
record  of  the  issue  and  sale  of  the  bonds  herein  authorized,  and  of  the 
disposition  of  the  proceeds  as  will  enable  it  to  file  on  or  before  the 
twenty-fifth  day  of  each  month  a  verified  report,  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far 
as  applicable,  is  made  a  part  of  this  order. 

The  foregoing  fifth  supplemental  order  is  hereby  approved  and 
ordered  filed  as  the  fifth  supplemental  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-eighth  day  of 
October,  1921. 

Decision  No.  9667. 

IN  THE  MATTER  OF  THE  APPOCATION  OF  COAST  TRUCK  LINE,  A 
CORPORATION.  FOR  AN  ORDER  AUTHORIZING  THE  ISSUE  OP 
ONE  HUNDRED  (100)  SHARES  OF  ITS  CAPITAL  STOCK. 


Application  No.  7173. 
Decided  October  28,  1921. 


Henry  J,  BUchoif,  for  Applicant. 
Wnrren  E.  Lihby,  for  Boulevard  Express. 

By  the  Commission. 

OPINION. 

Coast  Truck  Line,  a  corporation  operating  a  freight  truck  service 
between  San  Diego  and  Oceanside  and  between  LoS  Angeles  and  Escon- 
dido,  via  Oceanside,  asks  permission  to  issue  and  sell  at  par  $10,000 
(100  shares)  of  its  capital  stock  and  to  use  the  proceeds  to  finance 
in  part  the  cost  of  additional  equipment. 

A  public  hearing  was  held  before  Examiner  Westover  in  Los  Angeles 
on  October  22,  1921. 

Applicant  reports  that  in  order  to  maintain  and  improve  its  existing 
service  it  has  been  found  necessary  to  purchase  additional  equipment 
at  a  total  cost  of  $10,018.46.  This  equipment  is  described  in  the 
amended  Exhibit  **A,"  filed  at  the  hearing,  as  follows: 

One  Federal  two-ton  truck $2,599  08 

Four  trailers   with   bodies 6,005  00 

One  Ford  roadster,  business  car 648  63 

Special   bodies  for  three  trucks 615  75 

Oil    storage    tanks 30  00 

Three  warehouse  platform  scales 120  00 

110,018  46 
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A.  B.  Christianson,  applicant's  auditor,  testified  that  $10,018.46 
represents  the  actual  net  purchase  price  of  the  equipment. 

It  appears  that  a  portion  of  this  equipment  has  already  been  pur- 
chased by  funds  advanced  by  applicant's  stockholders  and  that  arrange- 
ments have  been  made  for  the  purchase  of  the  remaining  equipment. 
It  is  the  intention  of  the  company  to  issue  to  its  stockholders  stock  in 
payment  for  advances  made  by  them. 

The  record  shows  that  applicant's  present  stockholders  have  agreed 
to  buy  all  of  the  $10,000  of  stock  herein  applied  for  at  par,  without 
discount  for  brokerage  or  commission.    . 

We  are  of  the  opinion  that  the  application  should  be  granted. 

ORDER. 

Coast  Truck  Line,  a  corporation,  having  applied  to  the  Railroad 
Commission  for  permission  to  issue  and  sell  $10,000  of  stock,  a  public 
hearing  having  been  held  and  the  Railroad  Commission  being  of  the 
opinion  that  the  money,  property  or  labor  to  be  procured  or  paid  for 
by  such  issue  is  reasonably  required  for  the  purpose  or  purposes  speci- 
fied herein  and  that  the  expenditures  for  such  purpose  or  purposes  are 
not  in  whole  or  in  part  reasonably  chargeable  to  operating  expenses 
or  to  income ; 

It  w  hereby  ordered,  that  Coast  Truck  Line,  a  corporation,  be  and  it 
is  hereby  authorized  to  issue  and  sell  on  or  before  April  1,  1922,  $10,000 
(100  shares)  of  its  capital  stock  and  to  use  the  proceeds  to  finance,  in 
part,  the  cost  of  the  equipment  described  in  the  amended  Exhibit 
''A,"  filed  at  the  hearing  of  this  proceeding. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  The  stock  herein  authorized  shall  be  sold  at  not  less  than  par  net 
to  the  company. 

2.  Coast  Truck  Line,  a  corporation,  shall  keep  such  record  of  the 
issue  and  sale  of  the  stock  herein  authorized  and  of  the  disposition  of 
the  proceeds  as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day 
of  each  month,  a  verified  report  as  required  by  the  Railroad  Commis- 
sion's General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is 
made  a  part  of  this  order. 

Dated  at  San  Francisco,  California,  this  twenty-eighth  day  of 
October,  1921. 
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Decision  No.  9670. 

IX  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  CX)CNTIES 
GAS  COMPANY  OF  CALIFORNIA  FOR  AUTHORITY  TO  ISSUE 
ADDITIONAL  BONDS  IN  THE  AMOUNT  OF  NINE  HUNDRED 
Ti;\'ENTY-NINE  THOUSAND  THREE  HUNDRED  EIGHTY-NINE 
DOLLARS  AND  TWENTY-SIX  CENTS,  AND  TO  SELL  OR  PLEDGE 
THE  SAME. 


Application  No.  6306, 
Decided  October  28,  1921. 


^yaJter  8.  McFarland,  for  Applicants 
Bbundige,  Commi$9ioner. 

FIFTH  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission,  by  Decision  No.  8399,  dated 
November  30,  1920,  in  Application  No.  6307,  authorized  Southern 
Counties  Gas  Company  of  California  to  execute  a  trust  deed  securing 
the  payment  of  an  authorized  issue  of  $1,000,000  of  ten-year  collateral 
trust  gold  bonds,  due  December  1,  1930,  the  payment  of  which  is  to  be 
secured  by  the  deposit  of  applicant's  first  mortgage  bonds;  and 

Whereas,  the  Railroad  Commission,  by  orders  in  this  proceeding,  has 
heretofore  authorized  applicant  to  issue  and  deposit  $1,073,775.66  of 
first  mortgage  bonds  to  secure  the  payment  of  $900,000  of  collateral 
trust  bonds  authorized  to  be  issued  by  orders  in  Application  No.  6307 ; 
and 

Whereas,  applicant  in  its  fifth  supplemental  application  in  the  above 
entitled  matter  reports  that  up  to  August  31,  1921,  it  has  expended 
$251,237.60  for  permanent  extensions,  additions,  betterments  and 
improvements  to  its  existing  plant  and  properties  against  which  it  has 
issued  no  bonds ;  and 

Whereas,  applicant,  because  of  such  expenditures,  asks  permission 
to  issue  and  deposit  $131,300  of  its  first  mortgage  bonds  to  secure  the 
payment  of  $100,000  of  Series  ''F''  collateral  trust  bonds;  and 

A  public  hearing  having  been  held,  and  it  appearing  to  the  Railroad 
Commission  that  applicant's  request  should  be  granted,  and  that  the 
money,  property  or  labor  to  be  procured  or  paid  for  by  the  issue  and 
deposit  of  such  bonds  is  reasonably  required  by  applicant,  and  that  the 
expenditures  herein  authorized  are  not  in  whole  or  in  part  reasonably 
chargeable  to  operating  expense  or  to  income;  now,  therefore 

It  is  hereby  ordered^  that  Southern  Counties  Gas  Company  of  Cali- 
fornia be  and  it  is  hereby  authorized  to  issue  $131,300  of  its  first  mort- 
gage bonds,  and  to  pledge  them  as  collateral  to  secure  the  payment  of 
$100,000  of  Series  **F''  collateral  trust  gold  bonds;  provided— 

1.  That  all  moneys  obtained  through  the  deposit  of  the  $131,300  of 
first  mortgage  bonds  be  used  to  reimburse  applicant's  treasury  and 
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thereafter  used  to  pay  in  part  current  indebtedness  reported  in  its 
fifth  supplemental  petition  in  this  proceeding. 

2.  That  the  said  $131,300  of  bonds  be  deposited  at  the  ratio  of  $131.25 
face  value  of  first  mortgage  bonds  for  every  $100  face  value  of  col- 
lateral trust  bonds  issued,  and  that  as  the  collateral  trust  bonds  secured 
by  first  mortgage  bonds  are  paid,  a  proper  proportion  of  the  first  mort- 
gage bonds  deposited  as  collateral  be  returned  to  applicant  and  there- 
after not  disposed  of  by  applicant  in  any  manner  whatsoever,  except 
as  authorized  by  the  Railroad  Commission. 

3.  That  applicant  keep  such  record  of  the  issue  and  deposit  of  the 
bonds  herein  authorized  as  will  enable  it  to  file,  on  or  before  the 
twenty-fifth  day  of  each  month,  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far  as 
applicable,  is  made  a  part  of  this  order. 

4.  That  the  authority  herein  granted  shall  apply  only  to  such  bonds 
as  may  be  issued  and  deposited  on  or  before  March  31,  1922. 

The  foregoing  fifth  supplemental  order  is  hereby  approved  and 
ordered  filed  as  the  fifth  supplemental  order  of  the  Railroad  Com- 
mission. 

Dated  at  San  Francisco,  California,  this  twenty-eighth  day  of 
October,  1921. 


Decision  No.  9671. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  SOUTHERN  CALI- 
FORNIA EDISON  COMPANY  FOR  AN  ORDER  AUTHORIZING  IT 
TO  SELL  CERTAIN  REAL  PROPERTY. 


Application  No.  7176. 
Decided  October  28,  1921. 


E.  W.  Cunningham,  for  Applicant. 
Bbundigg,  Commissioner, 

OPINION. 

Southern  California  Edison  Company  applies  for  authority  of  the 
Railroad  Commission  to  transfer  to  Huntington  Land  and  Improve- 
ment Company  certain  real  property  located  in  or  near  the  city  of 
Vernon,  and  used  for  the  storage  of  supplies  and  equipment. 

The  lot  in  question  came  to  the  Edison  Company  with  the  other 
properties  of  Pacific  Light  and  Power  Corporation,  having  previously 
been  used  by  that  concern  as  a  pole  storage  yard.  The  Edison  Company 
had  its  principal  storeroom  on  Llewellyn  street  in  Los  Angeles  and 
since  the  consolidation  of  Pacific  Light  and  Power  Corporation  prop- 
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erties  has  maintained  storage  facilities  at  both  locations.  The  lease  on 
the  Llewellyn  street  property  will  expire  shortly,  and  to  consolidate 
scattered  warehouses  and  storage  yards  and  to  provide  room  for  neces- 
sary expansion  the  Edison  Company  desires  to  secure  from  Huntington 
Land  and  Improvement  Company  a  twenty-four*acre  site  near  Alham- 
bra.  Arrangements  have  been  made  to  exchange  the  Vernon  property, 
which  is  valued  at  $60,000,  for  the  proposed  new  site  near  Alhambra, 
appraised  at  $62,000,  upon  payment  by  the  Edison  Company  of  $2,000 
as  further  consideration. 

It  appears  that  this  transfer  will  result  in  better  facilities  and  more 
efficient  operation  and  that  the  authority  applied  for  should  therefore 
be  granted. 

I  recommend  the  following  form  of  order: 

ORDER. 

Southern  California  Edison  Company  having  applied  to  the  Rail- 
road Commission  for  authority  to  transfer  to  Huntington  Land  and 
Improvement  Company  certain  real  property  located  in  or  near  the 
city  of  Vernon,  Los  Angeles  County,  and  more  particularly  described 
in  the  application  filed  in  this  proceeding,  a  public  hearing  having  been 
held,  the  matter  submitted  and  the  Railroad  Commission  being  of  the 
opinion  that  such  authority  should  be  granted; 

It  is  hereby  ordered,  that  Southern  California  Edison  Company  be 
and  it  is  hereby  authorized  to  transfer  to  Huntington  Land  and 
Improvement  Company,  under  the  conditions  described  in  this  appli- 
cation, certain  real  property  located  in  or  near  the  city  of  Vernon  and 
more  particularly  described  in  this  application. 

It  is  hereby  furtJier  ordered,  that  within  sixty  days  after  the  date 
of  execution  thereof.  Southern  California  Edison  Company  shall  file 
with  the  Railroad  Commission  a  certified  copy  of  the  deed  under  which 
it  secures  title  to  the  properties  acquired  from  Huntington  Land  and 
Improvement  Company  pursuant  to  the  authority  herein  granted. 

Approved  and  ordered  filed  as  the  opinion  and  order  of  the  Railroad 
Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-eighth  day  of 
October,  1921. 
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Decision  No.  9674. 

ALBERS  BROTHERS  MILLING  COMPANY 

VS. 

southern  PACIFIC  COMPANY,  ATCHISON,  TOPEKA  AND  SANTA  PE 
RAILWAY  COMPANY,  NORTHWESTERN  PACIFIC  RAILROAD  COM- 
PANY,  WESTERN   PACIFIC   RAILROAD  COMPANY. 

Case  No.  1471. 

IN  THE  MATTER  OF  THE  INVESTIGATION  OF  THE  TRANSIT  PRIVI- 
LEGES—MILLING, CLEANING,  STORING  AND  OTHERWISE 
TREATING  IN  TRANSIT  GRAIN  AND  GRAIN  PRODUCTS  OF 
THE  ATCHISON,  TOPEKA  AND  SANTA  FE  RAILWAY  COMPANY, 
LOS  ANGELES  AND  SALT  LAKE  RAILROAD  COMPANY,  NORTH- 
WESTERN PACIFIC  RAILROAD  COMPANY,  SOUTHERN  PACIFIC 
COMPANY,  WESTERN  PACIFIC  RAILROAD  COMPANY,  SACRA- 
MENTO NORTHERN  RAILROAD  COMPANY,  PACIFIC  ELECTRIC 
RAILWAY  COMPANY,  AND  SAN  FRANCISCO-SACRAMENTO  RAIL- 
ROAD COMPANY. 


Case  No.  1526. 
Decided  October  28, 1921. 


Railhoau  Rates — Miujng  in  Tbansit — Out-of-Line  Hauls — Discbimination. — 
The  Commission  found  that  discrimination  existed  in  the  cases  of  South 
Vallejo  and  Colusa  by  the  granting  to  them  of  the  out-of-line  haul  transit 
privileges,  and  in  the  cases  of  Stockton  and  Los  Angeles  by  the  carriers 
declaring  these  points  intermediate  via  routes  that  are  not  natural,  or  short 
line  routes,  and  directed  that  such  discrimination  be  removed. 

Milling    in    Transit — Out-of-Line    Haul — Radius  Established. — Milling    in 

transit  on  grain  and  grain  products  is  established  for  all  points  that  can  be 

reached  by  an  out-of-line  haul  of  100  miles,  with  a  reasonable  charge,  grad- 
uated according  to  fixed  distances. 

Milling  in  Transit — Effect  of. — The  substantial  effect  of  milling  in  transit  is  to 
permit  raw  material  to  be  shipped  to  and  the  finished  product  from  the  milling 
point  under  a  total  charge  which  equals  the  through  charge  on  the  finished 
product  from  the  point  of  origin  of  the  raw  material  to  the  destination  of  the 
finished  product. 

G.  W,  SquireSt  for  Albers  Brothers  Milling  Company. 

C  W,  DurhroiOf  F,  B,  Austin  and  M.  A.  Gummings^  for  Southern  Pacific  Company. 

Q,  H.  Baker,  for  The  Atchison,  Tokepa  and  Santa  Fe  Railway  Company. 

Seth  Mann,  for  San  Francisco  Chamber  of  Commerce. 

y.  ir.  Hollingsworth,  for  Oakland  Chamber  of  Commerce. 

(J.  J.  Bradley,  for  Sacramento  Merchants'  and  Manufacturers*  Traffic  Association. 

F.  M,  Hill,  for  Fresno  Traffic  Association. 

F.   P.  Orcgson,   for  Associated   Jobbers  of  Los  Angeles,   and   milling  interests  of 

Southern  California. 
J,  C.  Sommers,  for  Stockton  Chamber  of  Commerce. 
L,  H,  Rodebaugh,  for  San  Francisco-Sacramento  Railroad. 
H,   E.    Woolner,    for   Los    Angeles   Grain    Exchange   and    Great   Western    Milling 

Company. 
James  S,  Moore,  Jr.,  for  Western  Pacific  Railroad  Company. 
Fred  E.  Petit,  Jr.,  for  Salt  Lake  Railroad  Company. 
F.  F.  Miller,  for  Nicholl-Loomis  Company. 

Loveland,  Commissioner. 
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OPINION. 

In  this  proceeding  the  milling  in  transit  privileges  extended  to  ship- 
pers of  grain  and  grain  products  by  the  rail  carriers  within  the  State 
of  California  on  intrastate  business  is  brought  into  question. 

In  Case  No.  1471,  Albers  Brothers  Milling  Company,  a  corporation, 
operating  a  mill  at  Oakland  Pier,  in  Alameda  County,  filed  a  com- 
plaint against  the  Southern  Pacific  Company  alleging  that  its  milling 
in  transit  rules  and  practices  are  discriminatory  and  unlawful  to  the 
extent  that  certain  out-of-line  hauls  are  permitted  by  defendant  at 
South  Vallejo,  Colusa  and  Stockton  which  are  not  permitted  at  Oak- 
land. 

A  hearing  was  held  at  San  Francisco,  at  which  developed  circum- 
stances and  conditions  that  led  the  Commission  to  initiate  Case  No. 
1526,  an  investigation  upon  its  own  motion  of  the  entire  qdestion  of 
milling  in  transit  of  grain  and  grain  products  within  the  State  of 
California. 

Further  hearings  were  held  in  Los  Angeles  and  San  Francisco,  at 
which  it  was  stipulated  by  all  concerned  that  the  evidence  presented 
in  each  ease  would  apply  alike  to  the  other  in  so  far  as  relevant  and 
material.  And  these  matters  having  been  heard  together  are  consoli- 
dated for  opinion  and  order. 

The  result  of  the  present  milling  in  transit  arrangement  is  that  no 
other  mills  in  California  enjoy  the  same  transportation  cost  and  con- 
venience as  the  mills  at  Colusa,  South  Vallejo  and  Stockton,  on  account 
of  the  three  last  named  milling  points  being  granted  the  out-of-line 
haul  privilege.  It  was  contended  by  the  defendant,  Southern  Pacific 
Company,  that  South  Vallejo  was  granted  the  milling  in  transit  out- 
of-line  haul  privilege  for  the  reason  of  its  peculiar  location.  It  being 
a  bay  point  at  the  end  of  a  branch  line  on  navigable  water  has  always 
been  considered,  for  rate  making  purposes,  as  upon  the  main  line.  The 
reason  for  this  is  that  Port  Costa,  also  a  bay  point,  is  upon  the  main 
line  of  the  Southern  Pacific  railroad  and  directly  intermediate  between 
the  Sacramento  and  San  Joaquin  Valleys,  and  Oakland  and  San  Fran- 
cisco, two  large  consuming  markets. 

The  same  water  competition  exists  at  South  Vallejo  as  at  Port  Costa, 
these  points  being  opposite  each  other  on  the  north  end  of  San  Francisco 
Bay,  and  because  of  their  location  South  Vallejo  and  Port  Costa  are 
necessarily  on  the  same  rail  rate  basis,  otherwise  business  would  move 
by  water.  The  out-of-line  haul  at  Colusa  was  likewise  extended  to 
that  point  on  account  of  water  competition,  while  the  out-of-line  haul 
granted  Stockton  was  to  meet  competition  of  the  other  carriers  as  well 
as  water  competition  and,  further,  because  from  points  north  of  Merced, 
via   Oakdale-Stockton   branch   of   the   Southern   Pacific,   Stockton  is 
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directly  intermediate  to  any  destination  north  or  west  thereof.  How- 
ever, there  is  no  charge  made  at  Stockton  as  there  is  at  Colusa  and 
South  Vallejo,  Stockton  being  given  the  advantage  of  its  inherent 
geographical  location  by  being  declared  intermediate  from  both  Sac- 
ramento and  San  Joaquin  Valley  points. 

Testimony  showed  that  shipments  of  grain  originating  in  the  Sac- 
ramento Valley  could  be  milled  at  Colusa,  12.9  miles  off  the  main  line, 
or  at  South  Vallejo,  40.2  miles  off  the  main  line,  and  then  reforwarded 
to  Oakland  or  San  Francisco  or  other  destinations  at  the  charge  appli- 
cable to  the  finished  product  from  the  point  of  origin  to  destination, 
with  a  small  additional  charge  for  the  out-of-line  haul,  and  that  ship- 
ments from  San  Joaquin  Valley  points,  as  well  as  from  Sacramento 
Valley  points,  could  be  milled  at  Stockton  and  forwarded  to  the  large 
markets  of  San  Francisco,  Oakland  and  other  points  at  the  through 
charge  from  point  of  origin  to  destination  applicable  to  the  finished 
product. 

The  evidence  further  showed  that  shipments  originating  in  the  San 
Joaquin  Valley  and  the  Sacramento  Valley  could  be  milled  at  Oakland 
only  when  the  finished  product  is  destined  to  points  to  which  Oakland 
is  directly  intermediate.  Furthermore,  it  was  shown  that  in  many 
instances  through  rates  are  not  provided  between  Sacramento  Valley 
points  and  San  Joaquin  Valley  points,  and  Coast  Division  points  on 
the  Southern  Pacific  and,  therefore,  shipments  destined  to  coast  points 
would  pay  combination  of  local  rates  to  and  from  the  milling  points, 
whereas  in  practically  all  instances  through  rates  are  provided  from 
Sacramento  and  San  Joaquin  Valley  points  to  Oakland  and  San  Fran- 
cisco, but  the  subject  of  through  rates  is  not  before  the  Commission 
in  this  proceeding. 

The  practice  by  carriers  of  providing  milling  in  transit  privileges 
on  grain  and  grain  products  is  almost  universal  throughout  the  United 
States.  Various  rules  are  applied  in  different  sections  by  the  same 
carriers  and  different  rules  in  many  instances  are  applied  in  the  same 
sections  by  the  different  carriers  serving  such  territory.  The  substan- 
tial effect  of  milling  in  transit  is  to  permit  raw  material  to  be  shipped 
to  and  the  finished  product  from  the  milling  point  under  a  total  charge 
which  equals  the  through  charge  on  the  finished  product  from  the  point 
of  origin  of  the  raw  material  to  the  destination  of  the  finished  product. 

In  some  instances  an  additional  charge  is  made  for  transit  privileges 
or  for  an  out-of-line  haul  when  milled  at  a  point  not  directly  inter- 
mediate between  the  point  of  origin  and  destination,  or  there  sometimes 
is  an  additional  charge  for  both  milling  in  transit  and  the  out-of-line 
haul. 
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Prior  to  federal  control  of  railroads  there  were  no  milling  in  transit 
privileges  provided  by  carriers  for  grain  and  grain  products  on  Cali- 
fornia intrastate  business.  During  the  period  of  federal  control  the 
Director  General  established  milling  in  transit  in  Arizona,  Nevada 
and  California.  No  designation  was  made  by  the  Director  General  as 
to  whether  the  transit  privileges  applied  to  state  or  interstate  business, 
and  the  natural  assumption  was  that  the  Director  Greneral  looked  upon 
all  carriers  as  a  single  system  and,  therefore,  the  transit  privileges 
applied  to  all  business. 

At  the  time  milling  in  transit  was  established  the  order  of  the 
Director  General  referred  only  to  transit  at  directly  intermediate 
points,  but  the  Southern  Pacific  Company  simultaneously  provided  for 
out-of-line  haul  at  Colusa,  South  Vallejo  and  Stockton.  When  pub- 
lishing the  above  transit  arrangements  the  Santa  Pe  made  Los  Angeles 
intermediate  on  traffic  originating  beyond  Todd  and  destined  Orange, 
Fullerton,  Santa  Ana  and  points  south  thereof.  The  Southern  Pacific 
Company  and  the  Santa  Fe  are  the  only  carriers  in  California  that 
make  provision  in  their  transit  arrangements  for  out-of-line  haul  in 
connection  with  milling  in  transit  privilege.  The  Salt  Lake  Line, 
Northwestern  Pacific,  San  Francisco-Sacramento,  Pacific  Electric  and 
Western  Pacific  Companies  provide  for  milling  in  transit  privileges 
only  at  directly  intermediate  points. 

The  defendants  contended  there  was  no  discrimination  against  the 
Oakland  mill  in  favor  of  the  South  Vallejo  mill,  but  carriers'  Exhibit 
A,  which  was  a  statement  of  the  movement  of  carloads  from  these  two 
points,  showed  that  each  of  the  two  mills  ship  wheat,  feed,  mill  feed, 
barley  and  rolled  barley,  illustrating  to  that  extent  that  these  mills 
are  in  competition. 

On  the  other  hand,  it  was  shown  that  the  mill  at  Stockton  manufac- 
tures practically  the  same  kind  of  materials  as  are  manufactured  by 
the  mill  at  Oakland  and  while  the  tariff  does  not  specifically  provide 
for  Stockton,  that  point  receives  practically  the  milling  in  transit  privi- 
leges on  all  traflSc  by  reason  of  routing  instructions,  making  Stockton 
intermediate  between  point  of  origin  and  destination.  The  same  is  true 
of  Los  Angeles  in  the  case  of  the  Santa  Fe,  where  Los  Angeles  is 
declared  intermediate  to  Santa  Ana  and  points  south,  while  by  the 
natural  route  Los  Angeles  would  not  be  intermediate. 

Milling  in  transit  privilege  is  obviously  useful  and  profitable  to 
millers.  The  significant  thing  about  a  milling  in  transit  arrangement 
is  its  tendency  to  place  the  miller  at  an  intermediate  point  on  a  more 
nearly  equal  footing  with  the  miller  at  the  producing  point.  The  pos- 
sibility of  abuse  in  the  establishment  of  transit  privileges  is  also  self 
evident. 


Digitized  by 


Google 


CALIFORNIA  RAILROAD  COMMISSION  DECISIONS.  727 

Taking  all  these  things  into  consideration,  we  are  of  the  opinion  that 
discrimination  exists  in  the  cases  of  South  Vallejo  and  Colusa  by  the 
granting  to  them  of  the  out-of-line  haul  transit  privilege,  and  in  the 
cases  of  Stockton  and  Los  Angeles  by  the  carriers  declaring  these  points 
intermediate  via  routes  that  are  not  natural,  or  short  line  routes,  and 
that  such  discrimination  should  be  removed. 

These  carriers  voluntarily  established  out-of-line  haul  transit  priv- 
ileges on  grain  and  grain  products  after  they  had  recommended  to  the 
San  Francisco  District  Freight  Traffic  Committee  of  the  Railroad 
Administration  against  the  proposition  of  any  milling  in  transit  at  all. 
In  the  publication  of  the  rules  and  charges,  however,  they  did  not 
grant  the  out-of-line  haul  and  milling  in  transit  privileges  upon  a  non- 
discriminatory basis  within  the  State  of  California. 

We  believe  the  discrimination  should  be  removed  by  extending  the 
milling  in  transit  privileges,  the  out-of-line  haul  and  intermediate  rout- 
ing in  the  same  manner  as  now  applies  at  Colusa,  South  Vallejo,  Stock- 
ton and  Los  Angeles. 

We  believe  that  under  all  circumstances  and  conditions  prevailing 
milling  in  transit  on  grain  and  grain  products  should  be  accorded  all 
points  which  can  be  reached  by  an  out-of-line  haul  of  one  hundred 
miles  and  that  a  reasonable  charge  should  be  made  for  such  out-of-line 
haul.    A  suitable  order  will  be  issued. 

ORDER. 

It  is  hereby  ordered,  that  the  defendants,  Atchison,  Topeka  and 
Santa  Fe  Railway  Company,  Los  Angeles  and  Salt  Lake  Railroad  Com- 
pany, Northwestern  Pacific  Railroad  Company,  Southern  Pacific  Com- 
pany, Western  Pacific  Railroad  Company,  Sacramento  Northern  Rail- 
road, Pacific  Electric  Railway  Company  and  San  Francisco-Sacra- 
mento Railroad  Company,  be  and  the  same  hereby  are  ordered  to  estab- 
lish and  file,  eflfective  on  five  (5)  days'  notice  to  the  public  and  to  this 
Commission,  milling,  cleaning,  storing  or  otherwise  treating  in  transit 
arrangements  on  carloads  of  grain  and  grain  products  applicable  to 
all  points  on  the  lines  of  these  defendant  carriers  within  the  State  of 
California,  and  to  establish  out-of-line  haul  and  intermediate  routing 
to  all  points  within  one  hundred  miles,  and  that  a  charge  be  made  for 
out-of-line  haul,  as  follows: 

Rates  in  cents  per  100  pounds : 

45  miles  and   under 2  cents 

60  miles  and   over  45   miles 8  cents 

80  miles  and   over  60   miles 4  cents 

100  miles  and   over   80   miles 5  cents 

Such  rates  to  be  established  within  thirty  (30)  days  of  the  date  of 
this  order. 
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The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-eighth  day  of 
October,  1921. 


Decision  No.  9675. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  WHITTIEIR  WATER  COM- 
PANY  FOR   AUTHORITY   TO    INCREASE   RATES. 


Application  No.  4815: 
Decided  October  28,  1921. 


Water  Utility  —  Contract  Rates  —  Reasonableness  of  —  Jurisdiction.  — 
Whether  rates  collected  by  a  water  utility  under  the  terms  of  deeds  or  con- 
tracts are  more  or  less  than  reasonable  rates  is  held  to  be  outside  the  jurisdic- 
tion of  the  Commission  and  has  no  bearing  upon  the  regulation  of  rates  for 
the  public  utility  portion  of  a  service. 

Jus.  *S\  Benuett,  for  Whittier  Water  Company. 

Fredrick  W.  iimith  and  1).  L.  DiVeochio,  for  J.  O'SuUivan  and  C.  II.  Benton. 

Frank  G,  Stcaiity  for  E.  O.  Dickinson  and  Anna  Warne;  also  for  Jessie  M.  Robert- 
son, water  user  in  Luitweiler  Tract. 

Haas  and  Dunnigan,  by  Walter  F.  Haas;  and  Bradncr  \V.  Lee,  Kenton  F.  Lee  and 
Bradner  W.  Lee,  Jr.,  by  Kenyon  F.  Lee,  for  Deeded  Water  Right  Owners. 

A.  Moore,  for  himself  and  A.lice  E.  Moore,  as  owners  of  lots  72  and  T4  in  the 
Orcharddale  Tract;  also  for  G.  C.  Ivey. 

By  the  Commission. 

PRELIMINARY  ORDER  FOR  TEMPORARY  RATES. 

The  application  in  this  proceeding  was  filed  on  the  second  day  of 
August,  1919.  A  large  number  of  protests  were  filed,  raising  the  ques- 
tion of  this  Commission's  jurisdiction  as  to  certain  phases  of  the 
Whittier  Water  Company's  operation.  After  protracted  argument, 
hearings  and  briefs,  the  matter  was  submitted  on  the  preliminary  ques- 
tion of  jurisdiction,  and  the  Commission,  by  its  order  of  June  28, 
1921  (Decision  No.  9171),  dismissed  the  proceeding  as  to  certain  named 
protestants,  in  so  far  as  it  referred  to  the  service  of  water  by  the  appli- 
cant to  such  protestants,  pursuant  to  the  terms  of  the  contract  or  deed 
referred  to  in  the  protests.  The  matter  then  came  up  for  further  hear- 
ing on  the  sixteenth  of  September,  1921,  at  Los  Angeles,  before  Com- 
missioner Benedict.  Further  evidence  was  submitted  at  that  time  by 
the  applicant  and  by  the  Commission,  bearing  directly  upon  the  ques- 
tion of  rates.  At  the  conclusion  of  this  hearing,  it  was  stipulated  by  all 
parties  concerned  that  the  matter  might  be  deemed  submitted  upon 
the  evidence  which  had  been  presented  for  the  purpose  of  fixing  a  tem- 
porary rate  pending  the  final  decision  herein. 

This  was  done  upon  the  understanding  and  condition  that  any  excess 
of  such  temporary  rates  over  the  amounts  heretofore  authorized  by  the 
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company's  filed  schedules  should  be  impounded,  and,  upon  the  final 
decision  herein,  the  excess  of  such  temporary  rates,  if  any,  over  the 
amount  finally  fixed  by  the  Commission  as  the  rates  to  be  charged  by 
this  company,  should  be  refunded  to  the  consumers. 

The  evidence  which  has  been  introduced  indicates  clearly  that  the 
present  rates  of  this  utility  are  unreasonably  low,  and  that  an  increase 
is  justified.  In  reaching  this  conclusion,  we  have  not  endeavored  to 
segregate  any  portion  of  the  company's  operations,  nor  endeavored  to 
determine  what  the  reasonable  operating  costs  and  revenues  of  such 
segregated  portion  would  be.  This  is  an  impossible  thing  with  this 
company.  .  Its  entire  business  has  been  carried  on  as  a  unit.  Much  of 
its  service  of  water  as  a  public  utility  is  incidental  to  and  not  separable 
from  the  operations  carried  on  in  serving  water  as  a  matter  of  private 
contract.  Many  of  those  who  appeared  as  protestants  and  whose  pro- 
tests were  sustained  by  the  prior  order  herein,  in  so  far  as  the  service 
of  water  under  contracts  and  deeds  is  concerned,  also  receive  surplus 
or  extra  water  from  this  company,  acting  in  its  public  utility  capacity. 
In  addition  it  is  shown  that  the  company  furnishes  domestic  water  and 
irrigating  water  to  a  large  number  of  so-called  casual  users,  who  have 
no  claim  upon  the  company  by  virtue  of  any  deed  or  contract.  This 
service  is  rendered  in  an  agricultural  community  and  water  is  sup- 
plied to  the  different  kinds  of  users  from  the  same  mains  and  pipe 
lines. 

No  segregation,  therefore,  would  be  possible  for  the  purpose  of  deter- 
mining rates  for  the  public  utility  operations  of  the  company.  It  is 
not  necessary  that  such  segregation  be  made.  It  has  been  possible,  by 
taking  into  consideration  the  entire  operation  of  this  company  and 
making  an  analysis  of  its  investment,  operating  costs  and  revenues,  to 
determine  what  would  be  the  reasonable  rates  if  all  the  water  dis- 
tributed were  subject  to  regulation.  This  method  is  the  same  as  that 
employed  by  the  Commission  in  other  cases  where  similar  circum- 
stances were  presented.  The  rates  determined  in  this  way  represent 
the  just  and  reasonable  rates  to  be  charged  for  that  portion  of  the  com- 
pany's business  which  is  of  public  utility  character.  As  to  the  rest  of 
the  business  which  is  subject  to  the  terms  of  deeds  or  contracts  as  to 
the  rates  charged,  the  company  may  receive  more  or  less  than  the  rates 
fixed  by  the  Commission.  As  to  whether  or  not  the  rates  collected  under 
the  terms  of  deeds  or  contracts  is  more  or  less  than  the  reasonable 
rates  is  a  matter  outside  the  jurisdiction  of  the  Commission  and  has 
no  bearing  upon  the  rojiriilation  of  rates  for  the  public  utility  portion 
of  the  service. 

Referring  now  to  the  evidence  presented  on  the  matter  of  rates  we 
find  that  an  increase  above  the  rates  now  in  effect  is  justified. 
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A  summary  of  the  water  sales  for  1920  follows : 


Claaelflca'.ion 


rlchts  ?nii    I 
contracts, 
miner's  *nrti 
hoars 


Extra 

water, 

miner's  indi 

boars 


Domestic 

water, 
cuhlo  fevt 


Indostrlal 

water, 
cublofeet 


Deeded  rights  above  ditch 287,100 

Sundry    users,    deeded    rights    above 

ditch 

Deeded  rights  below  ditch „       182,600 

Sundry    users,    deeded    rights    below  | 

ditch 


I  i 

I  I 


I 


J 


527,900 
449.600 
111.950 
108,500 
229,700 
59.100 
297,450 
128.600 
116,184 


24,400 


J. 


110,900 


Oolima 

Orchard  Dale 

Stamy | 

Luitweiler 

Evergreen  I 

Santa  Gertrudes  Water  Company | 

Santa  Gertrudes  Irrigation  Company- 
Special  contracts 1 

Hart  contract _ 

Sundry  users.  La  Habra  Valley ' '      117,050 

Sundry  users,  miscellaneous j ;      386,300  | 

Metered,  domestic _ '    1.273,550 

Metered,  industrial __ ' 

Walnut  Irrigation  Company \        80,450  1 - 


12,255,000 


Totals— -     2,574,134 


596,700  ,  •1.384,450 


tl2,255,000 


•Equals     19,224  miner's  Inch  hours. 
fEquals  170,208  miner's  inch  hours. 

The  sum  of  all  sales  for  1920  was  3,360,260  miner's  inch  hours. 

Commission's  Exhibit  No.  3  sets  out  the  reasonable  annual  charges, 
including  interest  on  all  the  properties,  as  $112,876.  This  was  esti- 
mated on  the  basis  of  the  present  operation  of  the  plant.  At  the  pres- 
ent time  the  plant  is  not  being  operated  to  the  capacity  it  was  during 
1920  and  for  that  reason  the  expenses  for  power  and  fuel  and  operating 
labor  are  much  less.     The  revenues  are  also  correspondingly  lower. 

The  industrial  use  consisted  of  the  sales  to  oil  companies  and  was 
delivered  through  the  La  Ilabra  Water  Company's  lines.  The  agree- 
ment to  use  this  company's  lines  has  been  canceled  and  the  oil  com- 
panies are  being  supplied  by  the  La  Habra  Water  Company.  The 
Whittier  Water  Company's  sales  are  further  reduced  by  the  sundry 
water  sales  in  La  Habra  Valley  and  the  sales  to  the  Colima  Tract. 
The  contract  between  the  Colima  Tract  and  the  Whittier  Water  Com- 
pany was  canceled  by  mutual  agreement. 

It  is  believed  that,  with  the  exception  of  the  changes  in  the  sales 
noted  above,  the  sales  for  1921  will  be  approximately  the  same  as  those 
for  1920,  or  2,545,108  miner's  inch  hours.  Using  this  total  and  the 
estimated  reasonable  annual  charges  set  out  above,  the  cost  per  miner's 
inch  hour  is  4.43  cents.  Using  the  gas,  power  and  operating  labor  costs 
for  1920  and  the  estimated  reasonable  expenditures  for  the  remaining 
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accounts,  the  reasonable  expenditure  for  1920  is  $127,540,  and  the  cost 
per  miner's  inch  hour  delivered  is  3.8  cents. 

The  company's  pipe  lines  in  most  cases  are  built  to  carry  the  total 
amount  of  water  which  the  company  has  the  right  to  develop,  but  at 
no  time  has  the  company  used  them  to  their  capacity,  with  the  excep- 
tion of  the  Bassett  and  Bartolo  lines,  which  have  been  utilized  to  the 
full  amount  of  the  company's  rights,  or  approximately  so.  However, 
at  the  Judson  plant  only  600  miner's  inches  of  a  possible  1000  miner's 
inches  have  been  developed,  although  the  pipe  lines  and  conduits  as 
far  as  they  have  been  constructed  have  been  designed  to  take  care  of 
the  full  development  of  the  company's  rights  at  this  location.  In  other 
words,  the  system  is  largely  overbuilt  for  the  present  number  of  con- 
sumers, and  by  allowing  interest  on  the  total  capital  invested,  as  was 
done  in  the  above  computation,  the  cost  per  miner's  inch  hour  is 
increased  over  what  it  should  be  for  the  present  consumers. 

It  appearing  from  the  foregoing  discussion  that  the  public  utility 
rates  of  the  Whittier  Water  Company  should  be  increased ; 

//  is  hereby  ordered,  that  the  Whittier  Water  Company  be  and  it  is 
hereby  authorized  and  directed  as  follows : 

1.  To  file  with  this  Commission  within  twenty  (20)  days  from  the 
date  of  this  order  the  following  temporary  rates : 

Meter  rates  :  domestic — per  month. 

First        eOO  cubic  feet  or  less $1  00 

Next       1400  cubic  feet,  per  100  cubic  feet 12 

All  over  2000  cubic  feet,  per  100  cubic  feet 07 

Irrigation  rates. 

Per  miner's  inch  hour,  4  cents. 

2.  To  put  in  effect  the  rates  set  out  above  for  all  public  utility  water 
supplied  on  and  after  November  1,  1921. 

3.  The  above  rates  to  be  and  remain  effective  upon  the  following 
conditions  and  not  otherwise: 

(a)  That  said  company  shall  impound  and  hold  intact  in  a  separate 
fund  all  moneys  collected  hereunder  in  excess  of  the  rates  heretofore 
authorized. 

(fc)  That  in  case  the  permanent  rates  finally  set  by  the  Commission 
are  less  than  those  established  in  this  order,  then  the  company  shall 
refund  the  difference  to  the  consumers. 

It  is  understood  that  this  is  not  a  final  order  in  this  proceeding  and 
that  the  Commission  will  establish  a  permanent  rate  for  the  public 
utility  service  of  this  company  and  make  such  further  order  in  a  sub- 
sequent decision  as  to  it  may  seem  proper  with  reference  to  the  matters 
involved. 

Dated  at  San  Francisco,  California,  this  twenty-eighth  day  of 
October,  1921. 
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Decision  No.  9677. 

IX  THE  MATTER  OF  THE  APPLICATION  OB"  JAMES  A.  MURRAY, 
WILLIAM  G.  HENSHAW  AND  ED  FLETCHER,  COPARTNERS 
DOING  BUSINESS  UNDER  THE  FIRM  NAME  AND  STYLE  OF 
THE  CUYAMACA  WATER  COMPANY,  *X)R  AN  ORDER  AUTHOR- 
IZING  AND  ESTABLISHING  A  SURCHARGE  TO  PAY  FOR  THE 
COST  OF  OPERATION  OF  PUMPING  FROM  UNDERGROUND 
RESERVOIRS. 


Application  No.  6767. 
Decided  October  29,  1921. 


Water  Utiuty — Surcuaroe  Granted  Conditionally — Case  Reopened. — Sur- 
charge granted  Ciiyamaca  Water  Company,  with  provision  for  impounding  all 
money  received  for  such  surcharge,  pending  final  decision.  Case  reopened  upon 
request  of  irrigators  to  be  heard 

RowELL,  Cofnmi8si(mer, 

OPINION  ON   REHEARING. 

The  above  entitled  proceeding  was  originally  heard  on  June  2,  1921. 
It  appeared  to  the  Commission  that  the  applicant,  at  that  time,  failed 
to  make  sufficient  showing  to  justify  the  granting  of  a  surcharge,  and 
the  decision  of  the  Commission  denying  such  surcharge  was  rendered 
on  September  1,  1921.  A  petition  for  rehearing  was  filed  by  applicant 
on  September  16,  1921.  In  this  petition  it  was  alleged  that  conditions 
had  materially  changed  since  the  hearing  on  June  2,  and  that  the  cost 
of  pumping  water  during  the  present  season  would  be  very  much 
greater  than  was  shown  at  the  hearing  on  June  2. 

A  rehearing  was  granted  by  the  Commission  on  September  27,  1921, 
and  on  October  7  and  8  further  hearings  were  had  by  the  Commission 
in  San  Diego. 

In  view  of  the  order  which  the  Commission  intends  to  make  in  this 
proceeding,  it  will  not  be  necessary  at  this  time  to  go  into  an  extended 
review  of  the  evidence  presented  on  October  7  and  8.  It  is  suflScieut 
to  say  that  the  Commission  is  of  the  opinion  that  applicant  introduced 
sufficient  evidence  and  established  sufficient  facts  to  justify  the  grant- 
ing of  a  surcharge,  and  such  surcharge  would  be  granted  uncondi- 
tionally if  it  were  not  for  certain  claims  by  various  consumers,  which 
require  consideration. 

On  October  15,  1921,  the  Commission  received  a  petition  from  fifty- 
one  persons  calling  themselves  the  *' flume  line  consumers."  This  peti- 
tion alleges  that  all  the  consumers  are  irrigators,  taking  water  from 
the  main  flume  of  the  applicant  for  the  irrigation  of  citrus  trees.  The 
petition  states,  in  substance,  that  the  only  notice  the  signers  had  of 
the  hearing  on  October  7  was  by  postal  card,  received  one  or  two  days 
before  said  date;  that  they  had  no  opportunity  to  see  a  copy  of  the 
petition  for  rehearing  and  no  time  to  prepare  for  said  hearing;  that 


Digitized  by 


Google 


CALIFORNIA  RAILROAD  COMMISSION  DECISIONS.  733 

attorneys  (jfeor^e  and  Preston,  who  represented  many  of  the  eonsuniers, 
were  absent  from  the  city,  and  were  not  able  to  be  present  at  the  hear- 
ing, except  that  attorney  George  appeared  near  the  close  of  the  hearing 
on  October  8.  It  is  further  alleged  that  the  rates  now  charged  are 
almost  prohibitive  and  that,  if  given  the  opportunity,  they  can  prove 
that  water  which  should  be  reserved  for  their  use  has  been  sold  to  the 
city  of  San  Diego,  and  that  had  it  not  been  for  this,  pumping  water 
from  the  river  would  not  have  been  necessary.  It  is  also  alleged  that 
the  applicant  has  consistently  greatly  magnified  its  expenditures  in 
order  to  mislead  the  Commission,  and  they  ask  that  the  Commission 
require  the  applicant  to  allow  its  books  and  accounts  to  be  examined 
by  an  expert  accountant,  to  be  employed  by  them,  and,  finally,  that 
the  Commission  reopen  the  case  for  further  hearing  at  such  time  as 
to  enable  them  to  fully  present  their  side  of  the  case. 

The  Commission  is  of  the  opinion  that  a  petition  of  this  character, 
signed  by  a  large  number  of  consumers,  should  be  given  consideration. 
While  the  records  show  that  proper  and  adequate  notice  of  the  hear- 
ing on  October  7  was  given  to  all  parties  who  appeared  at  the  original 
hearing  on  June  2,  1921,  nevertheless,  if,  as  alleged  in  this  petition, 
the  attorneys  for  these  petitioners  were  absent  from  the  city,  and  by 
reason  thereof  the  signers  of  this  petition  were  not  represented  at  this 
hearing  and  did  not  have  an  opportunity  to  be  present,  or  have  pre- 
sented for  them,  fully  and  completely,  the  defense  w^hich  they  now 
allege  they  can  present  if  given  an  opportunity,  the  Commission  will 
reopen  the  case  and  grant  these  consumers  such  opportunity. 

As  above  indicated,  however,  the  applicant  did,  at  the  hearings  on 
October  7  and  8,  present  sufficient  evidence  to  justify  the  granting  of 
the  surcharge.  It  is  apparent  that,  if  the  surcharge  is  to  be  granted 
at  all  to  cover  the  cost  of  pumping  water  for  the  present  season,  it 
should  be  granted  at  once.  The  Commission  will,  therefore,  grant  the 
surcharge,  to  take  effect  immediately,  but  will  require  applicant  to 
impound  all  moneys  received  from  such  surcharge,  and  hold  said 
moneys  until  the  further  order  of  this  Commission,  following  a  reopen- 
ing of  the  case. 

ORDER. 

James  A.  Murray,  William  G.  Henshaw  and  Ed  Fletcher,  copartners 
doing  business  under  the  firm  name  and  style  of  the  Cuyamaca  Water 
Company,  having  applied  to  the  Railroad  Commission  for  an  order 
authorizing  and  establishing  a  surcharge  to  pay  the  cost  of  operation 
of  pumping  water  from  underground  reservoirs,  a  public  hearing  hav- 
ing been  held,  and  the  matter  having  been  sumbitted : 

It  is  hereby  found  as  a  fact,  that  the  rates  heretofore  authorized  to 
be  charged  fbr  water  by  said  applicant  are  unjust  and  unreasonable 
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in  80  far  as  they  differ  from  the  rates  herein  established,  and  that  the 
rates  herein  established  are  just  and  reasonable  rates;  and  basing  its 
order  upon  the  foregoing  statements  and  findings  of  fact  and  upon  the 
statements  contained  in  the  opinion  preceding  tbis  order; 

It  is  hereby  ordered,  that  applicant  be  and  it  is  hereby  authorized 
to  file  within  twenty  (20)  days  from  the  date  of  this  order  the  follow- 
ing rates  for  water,  to  become  effective  for  all  service  rendered  sub- 
sequent to  December  1,  1921 : 

Monthly  minimum  charges. 

§-inch   meter  $1  25 

i-inch   meter   1  ,10 

1  -inch   meter   2  00 

IHnch   meter  3  00 

2  -inch  meter  4  00 

3  -inch   meter   7  00 

4  -inch  meter  and  larger 12  00 

Measuring  boxes  on  the  flume 2  50 

For   irrigation    service   the    monthly   minimum   charges   shall   apply    each 

month  whether  or  not  water  is  used. 

Monthly  meter  ratcH  for  domestic  service. 

From  0  to      1,000  cubic  feet,  per  100  cubic  feet $0  26 

From      1,000  to  100,000  cubic  feet,  per  100  cubic  feet 10 

Over   100,000  cubic  feet,  per  100  cubic  feel 11 

Monthly  meter  rates  for  irrigation  service. 

From        0  to  1,000  cubic  feet,  per  100  cubic  feet $0  26 

From  1,000  to  2,000  cubic  feet,  per  100  cubic  feet 11 

Over  2,000  cubic  feet,  as  follows,  per  1(X>  cubic  feet : 

For  all  consumers  on  flume  except  city  of  El  Cajon 06 

For  Lemon  Grove  Mutual  Water  Company,  Helix  Mutual  Water  Com- 
pany, or  other  tracts  supplied  with  water  under  pressure  for  irri- 
gation   purrwses    through    privately    owned    pipe    lines    operated    by 

consumers    05 

For  all  consumers  supplied  with  water  for  irrigation  puriKMes  under 

pressure  through  pipe  lines  owned  or  operated  by  the  company 07 

Monthly  rates  for  public  service. 

For  all  water  used   for  road  or  street  sprinkling  or  sewer  flushing,  per 

100  cubic  feet $0  16 

For  hydrants,  fire  use  only 2  00 

To  Indians  on  El  Capitau  Indian  Reservation,  no  charge. 

Service  to  consumers  on  Grossmont  system. 

Consumer  supplied  with  water  pumped  by  the  Grossmont  pumping  plant 
shall  be  charged  in  accordance  with  the  foregoing  rates  plus  a  surcharge 
of  20  per  cent. 

The  above  rates  are  to  continue  in  effect  until  such  time  as  the  Cora- 
mission  shall  render  its  decision  after  further  hearing  as  hereinafter 
ordered,  or  until  the  Commission  shall  order  otherwise. 

It  is  further  ordered,  that  all  moneys  collected  hereunder  in  excess 
of  the  rates  heretofore  authorized  shall  be  impounded  and  held  intact 
by  applicant,  and  the  excess,  if  any,  of  the  rates  herein  fixed  above  the 
rates  to  be  hereafter  fixed  after  further  orders  herein,  shall  be  refunded 
to  the  consumers;  and 
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It  is  further  ordered,  that  applicant  shall  keep  an  exact  account  of 
all  moneys  collected  hereunder  from  each  consumer  in  excess  of  the 
rates  hereinbefore  established. 

It  is  hereby  further  ordered,  that  the  order  of  submission  herein  be 
set  aside,  and  that  this  proceeding  be  reopened  and  set  down  for  further 
hearing  on  Tuesday,  the  twenty-ninth  day  of  November,  1921,  at  2.30 
p.m.,  before  Commissioner  Rowell,  in  the  court  room  of  the  Federal 
Building,  San  Diego,  California,  and  that  at  least  ten  days'  notice  of 
such  hearing  be  given  to  all  parties  previously  appearing  herein,  and 
also  to  all  signers  of  the  petition  hereinabove  referred  to,  at  the  com- 
mon address  given  by  them  in  their  petition. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-ninth  day  of  October, 
1921. 


Decision  No.  9682. 


IX  THE  MATTEU  OF  THE  APPLICATION  OF  THE  KODEO-VALLEJO 
FERRY  COMPANY,  A  CORPORATION,  FOR  LEAVE  TO  ISSUE  AND 
SELL  CAPITAL  STOCK. 


Application  No.  7251. 
Decided  October  29,  1921. 


turn  Suden  and  turn  Sudciif  by  Peter  turn  Suden,  for  Applicant. 

Benedict,  Commiaaioner, 

OPINION. 

Rodeo- Vallejo  Ferry  Company  asks  permission  to  sell  at  not  less 
than  $85  per  share  1000  shares  ($100,000)  of  its  7  per  cent  cumulative 
preferred  stock  and  use  the  proceeds  to  pay  indebtedness  incurred  in 
connection  with  the  construction  of  its  new  ferry  boat  and  the  improve- 
ment of  its  terminal  facilities. 

Rodeo- VaUejo  Ferry  Company  was  organized  in  March,  1918.  It 
has  an  authorized  stock  issue  of  $500,000,  divided  into  $300,000  of 
common  and  $200,000  of  7  per  cent  cumulative  preferred.  Under 
authority  heretofore  granted  by  this  Commission,  applicant  has  issued 
$400,000  of  its  stock,  consisting  of  $300,000  of  common  and  $100,000 
of  preferred. 

During  the  current  year,  applicant  has  placed  in  operation  a  new 
ferry  boat,  the  **Aven  J.  Hanford."  Originally  the  cost  of  this  boat 
was  estimated  at  from  $140,000  to  $175,000.  Upon  the  completion  of 
the  boat,  the  actual  cost  was  $225,717.17,  a  sum  considerably  in  excess 
of  the  original  estimate.    Applicant  further  reports  that  during  1919 
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and  1920  the  teredos  almost  totally  destroyed  its  wharves  and  slips, 
and  that  the  landings  both  at  Vallejo  and  Rodeo  had  to  1)6  reconstructed 
entirely  at  a  cost  of  about  $88,000.  To  complete  its  new  boat  and 
rebuild  its  wharves  and  slips,  applicant  reports  that  it  had  to  borrow 
$150,000.     Of  this  indebtedness  $138,276.70  remains  outstanding. 

Recently  applicant  has  secured  a  leasehold  interest  on  certain  lands 
of  the  American  Smelters  Securities  Corporation  near  Tormey  and  has 
obtained  permission  to  erect  on  such  lands  wharves  and  slips.  Appli- 
cant also  reports  that  it  has  ol)tained  from  the  board  of  supervisors  of 
Contra  Costa  County  a  franchise  permitting  it  to  change  its  landing 
place  of  its  ferry  boats  from  Rodeo  to  the  town  of  Tormey.  The  t^i- 
mony  shows  that  the  cost  of  establishing  a  terminal  at  Tormey  will  be 
approximately  $75,000.  Applicant  asks  permission  to  use  the  proceeds 
obtained  from  the  sale  of  its  stock  to  pay  part  of  its  outstanding  indebt- 
edness, and  if  necessary,  meet  some  of  the  cost  of  constructing  its  new 
terminal  facilities  at  or  near  Tormey. 

It  appears  that  applicant  has  made  no  final  arrangements  for  the 
sale  of  the  $100,000  of  stock.  Both  Aven  J.  Hanford,  pr^ident,  and 
0.  H.  Klatt,  secretary,  of  the  Rodeo-Vallejo  Ferry  Company,  are  of  the 
opinion  that  the  stock  can  be  sold  at  not  less  than  $85  per  share  net  to 
the  company. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Rodeo-Vallejo  Ferry  Company  having  applied  to  the  Railroad  Com- 
mission for  permission  to  issue  and  sell  $100,000  of  stock,  a  public  hear- 
ing having  been  held  and  the  Commission  being  of  the  opinion  that  the 
money,  property  or  labor  to  be  procured  or  paid  for  by  such  issue  is 
reasonably  required  by  applicant  and  that  the  expenditures  herein 
authorized  are  not  in  whole  or  in  part  reasonably  chargeable  to  operat- 
ing expenses  or  to  income ; 

It  is  hereby  ordered,  that  Rodeo-Vallejo  Ferry  Company  be  and  it 
is  hereby  authorized  to  issue,  sell  and  deliver  on  or  before  April  1, 
1922,  for  cash,  at  not  less  than  $85  per  share  net,  1000  shares  ($100,000) 
of  its  7  per  cent  cumulative  preferred  stock,  and  use  the  proceeds  to 
pay  in  part  the  indebtedness  referred  to  in  this  application  and  con- 
struct or  acquire  terminal  facilities  at  or  near  Tormey,  Contra  Costa 
County. 

It  is  hereby  further  ordered,  that  Rodeo-Vallejo  Ferry  Company 
shall  keep  such  record  of  the  issue,  sale  and  delivery  of  the  stock  herein 
authorized  and  of  the  disposition  of  the  proceeds  as  will  enable  it  to 
file,  on  or  before  the  twenty-fifth  day  of  each  month,  a  verified  report 
as  required  by  the  Railroad  Commission's  General  Order  No.  24,  which 
order,  in  so  far  as  applicable,  is  made  a  part  of  this  order. 
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The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-ninth  day  of  October, 
1921. 


Decision  No.  9683. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  SONOMA  VALLEY  WATER, 
LIGHT  AND  POWER  COMPANY,  SONOMA  CITY  WATER  WORKS, 
AND  THE  SONOMA  VISTA  WATER  COMPAJSY  FOR  PERMISSION 
TO  SELL  CERTAIN  PROPERTIES  TO  THE  SONOMA  WATER  AND 
IRRIGATION  COMPANY. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SONOMA  WATER  AND 
IRRIGATION  COMPANY  FOR  PERMISSION  TO  PURCHASE  SAID 
PROPERTIES  AND  TO  ISSUE  ONE  HUNDRED  THOUSAND  DOL- 
LARS OF  ITS  PREFERRED  STOCK  AND  FIFTY  THOUSAND  DOL- . 
LARS  OF  ITS  COMMON  STOCK  FOR  THE  PURPOSE  OF  ACQUIR- 
ING SAID  PROPERTIES;  TO  CONSOLIDATE  THE  DISTRIBUTING 
SYSTEMS  OF  THE  THREE  PROPERTIES  AND  TO  PUT  IN  A  CON- 
CRETE  BOTTOM  IN  THE  RESERVOIR  NOW  OWNED  BY  SONOMA 
VALLEY  WATER,  LIGHT  AND  POWER  COMPANY. 


Application  No.  6637. 
Decided  October  31,  1921. 


Leon  C  Osteyee,  for  Applicants. 
R.  E,  CHldy  in  propria  persona. 

I^VELAND,  Commissioner, 

SECOND  SUPPLEMENTAL  OPINION. 

On  August  31,  1921,  the  Commission  made  an  order  (Decision  No 
9453)  in  the  above  entitled  matter  authorizing  Sonoma  Valley  Water, 
Light  and  Power  Company  to  issue  $100,000  of  8  per  cent  cumulative 
preferred  stock  subject  to  the  conditions  mentioned  in  said  order. 

On  October  10,  1921,  a  new  supplemental  application  was  filed  in  this 
proceeding.  In  this  supplemental  applicaion  the  Commission  is  asked 
to  make  an  order  authorizing  the  sale  of  all  the  properties  of  Sonoma 
Valley  Water,  Light  and  Power  Company,  Sonoma  Vista  Water  Com- 
pany, and  the  public  utility  properties  of  the  Sonoma  City  Water 
Works  to  Sonoma  Water  and  Irrigation  Company,  and  permit  the  last 
mentioned  company  to  issue  $50,000  of  common  stock  and  $100,000  of 
8  per  cent  cumulative  preferred  stock. 

Sonoma  Water  and  Irrigation  Company,  organized  during  Septem- 
ber, 1921,  has  an  authorized  stock  issue  of  500,000  shares  of  a  par  value 
of  $500,000  divided  into  300,000  shares  of  8  per  cent  cumulative  pre- 
ferred and  200,000  shares  of  common. 
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The  Sonoma  Water  and  Irrigation  Company  asks  permission  to  pay 
$60,000  ($10,000  cash  and  $50,000  of  common  stock)  for  the  properties 
of  Sonoma  Valley  Water,  Light  and  Power  Company.  The  Commis- 
sion in  Decision  No.  9453  expressed  the  opinion  that  not  more  than 
$50,000  of  stock  should  be  outstanding  against  the  properties  of  Sonoma 
Valley  Water,  Light  and  Power  Company.  It  is  now  proposed,  how- 
ever, to  issue  $50,000  of  stock  for  the  properties  as  part  payment,  and 
pay  in  addition  thereto  $10,000  in  cash  to  enable  Sonoma  Valley 
Water,  Light  and  Power  Company  to  pay  its  indebtedness.  Sonoma 
Water  and  Irrigation  Company  to  realize  $10,000  in  cash  from  the  sale 
of  stock  will  have  to  sell  at  80,  $12,500  of  its  preferred  stock,  so  that  in 
eflEect  $62,500  of  stock  would  be  issued  to  acquire  the  properties  of 
Sonoma  Valley  Water,  Light  and  Power  Company.  I  am  of  the  opinion 
.that  Sonoma  Water  and  Irrigation  Company  should  not  issue  more 
than  $40,000  of  its  common  stock  as  part  payment  for  the  properties 
of  Sonoma  Valley  Water,  Light  and  Power  Company,  and  that  not 
exceeding  $10,000  in  cash  may  be  Uvsed  to  cover  the  remainder  of  the 
purchase  price. 

The  Sonoma  Water  and  Irrigation  Company  asks  permission  to  sell 
$100,000  par  value  of  its  8  per  cent  cumulative  preferred  stock  at  a  price 
to  net  the  company  not  less  than  $80,000.  The  company  intends  to  use 
the  proceeds  from  the  sale  of  this  stock  for  the  following  purposes : 

(a)   To  pay  in  part  the  purchase  price  of  the  Sonoma  Valley  Water, 

Light  and  Power  Company  properties $10,000  00 

(6)  To  put  a  cement  bottom  in  the  reservoir  now  owned  by  Sonoma 

Valley  Water,  Light  and  Power  Company 8,000  00 

(c)   To  purchase  the  public  utility  water  system  of  the  Sonoma  City 

Water   Works 30,000  00 

id)  To  purchase  the  property  of  the  Sonoma  Vista  Water  Company 10,Go0  00 

(c)   To  expend  for  extensions,  betterments,  meters  and  consolidating 

systems    21,350  00 

Total    $80,000  00 

This  supplemental  application  involves  the  consolidation  of  the  prop- 
erties of  Sonoma  Valley  Water,  Light  and  Power  Company,  Sonoma 
Vista  Water  Company  and  the  public  utility  properties  of  the  Sonoma 
City  Water  Works.  A  general  description  of  the  properties  to  be  con- 
solidated is  contained  in  Decision  No.  9453,  dated  August  31,  1921,  and 
Decision  No.  9200,  dated  July  2,  1921.  Detailed  descriptions  of  the 
properties  to  be  consolidated  are  contained  in  schedules  1,  2  and  3, 
attached  hereto. 

There  is  no  doubt  in  my  mind  but  that  the  consolidation  of  the 
properties  as  outlined  in  the  supplemental  application  and  in  the  testi- 
mony offered  in  support  thereof  will  be  for  the  benefit  of  the  public. 

It  should  be  understood  that  an  order  of  the  Commission  permitting 
the  sale  and  transfer  of  the  public  utility  properties  here  involved  is 


Digitized  by 


Google 


OALIFOBNU  RAILROAD  COMMISSION  DECISIONS.  739 

permissive  only,  and  does  not  compel  any  one  to  sell  their  properties  if 
such  sale  is  not  approved  by  them.  The  sale  of  the  properties  is  one 
which,  so  far  as  this  Commission  is  concerned,  must  be  agreed  to  by  the 
owners  of  the  property. 

Inasmuch  as  Sonoma  Valley  Water,  Light  and  Power  Company  does 
not  intend  to  proceed  under  the  authority  granted  in  Decision  No. 
9453,  dated  August  31, 1921,  I  am  of  the  opinion  that  the  order  in  that 
decision  should  be  vacated  and  set  aside. 

I  herewith  submit  the  following  form  of  order : 

SECOND  SUPPLEMENTAL  ORDER. 

Sonoma  Water  and  Irrigation  Company  having  applied  to  the  Rail- 
road Commission  for  permission  to  issue  $50,000  of  common  and 
$100,000  of  8  per  cent  cumulative  preferred  stock,  and  to  acquire  prop- 
erties, and  the  owners  of  the  properties  which  the  company  intends  to 
acquire,  having  asked  permission  to  sell  such  properties,  a  public  hear- 
ing having  been  held  and  the  Commission  being  of  the  opinion  that  the 
supplemental  application  filed  on  October  10,  1921,  should  be  granted 
subject  to  the  conditions  of  this  order ; 

It  is  hereby  ordered,  that  Sonoma  Valley  Water,  Light  and  Power 
Company,  Sonoma  City  Water  Works  and  Sonoma  Vista  Water  Com- 
pany be  and  they  are  hereby  authorized  to  sell  their  properties, 
described,  respectively,  in  schedules  1,  2  and  3  attached  hereto,  to 
Sonoma  Water  and  Irrigation  Company. 

It  is  hereby  further  ordered,  that  Sonoma  Water  and  Irrigation 
Company  be  and  it  is  hereby  authorized  to  purchase  the  properties 
described  in  schedules  1,  2  and  3  attached  hereto  and  to  issue  $40,000 
of  common  stock  and  $100,000  of  8  per  cent  cumulative  preferred  stock. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  The  preferred  stock  herein  authorized  to  be  issued  shall  be  sold 
by  Sonoma  Water  and  Irrigation  Company,  for  cash,  at  not  less  than 
$80  net  to  the  company. 

2.  The  common  stock  herein  authorized  to  be  issued,  together  with 
$10,000  obtained  from  the  sale  of  preferred  stock,  when  the  expendi- 
ture of  said  $10,000  is  hereafter  authorized  by  the  Commission,  shall 
be  delivered  to  the  Sonoma  Valley  Water,  Light  and  Power  Company 
in  full  payment,  free  and  clear  of  all  encumbrances,  for  its  properties, 
more  fully  described  in  schedule  1,  attached  hereto. 

3.  Of  the  proceeds  realized  from  the  sale  of  preferred  stock,  the  com- 
pany may  expend  for  commission  or  brokerage  fees  and  organization 
expenses  an  amount  equal  to  20  per  cent  of  the  par  value  of  the  stock, 
assuming  that  the  stock  is  sold  at  par  or  more.  If  the  stock  is  sold  for 
less  than  par,  the  amount  that  may  be  expended  for  commission  or 
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brokerage  fees  and  organization  expenses  shall  be  limited  to  the  dif- 
ference between  the  selling  price  of  the  stock  and  80.  Commission  or 
brokerage  fees  may  be  paid  only  in  proportion  to  the  amount  of  cash 
actually  paid  by  stock  subscribers.  All  proceeds,  other  than  the  amount 
which  is  herein  permitted  to  be  expended,  must  be  deposited  by  the 
Sonoma  Water  and  Irrigation  Company  in  a  bank  or  banks  and  not 
expended  for  any  purpose  other  than  that  hereafter  authorized  by  the 
Railroad  Commission.  All  expenses,  such  as  the  cost  of  advertising, 
traveling  expenses,  printing  prospectuses,  etc.,  incident  to  the  sale  of 
the  stock,  as  well  as  the  usual  organization  expenses,  must  be  paid  out 
of  the  allowances  for  commissions  or  brokerage  fees  or  organization 
expenses. 

4.  Sonoma  Water  and  Irrigation  Company  shall  file  with  the  Com- 
mission the  name  and  the  postoflSce  address  of  each  stock  subscriber, 
together  with  the  amount  of  stock  subscribed,  the  price  at  which  the 
subscriber  has  agreed  to  purchase  the  stock  and  the  payment  made  by 
each  stock  subscriber;  such  information  to  supplement  the  reports 
called  for  by  the  Commission's  General  Order  No.  24. 

5.  Sonoma  Water  and  Irrigation  Company  shall  file  with  the  Com- 
mission a  copy  of  its  prospectus,  if  any  is  printed  or  distributed,  a 
copy  of  its  stock  subscription  agreement,  and  a  copy  of  each  and  every 
agreement  under  the  terms  of  which  any  individual  or  individuals  are 
employed  to  act  as  agent  or  salesman  for  the  company  to  sell  the  stock 
herein  authorized.  The  stock  subscription  agreement  shall  contain  a 
provision  to  the  effect  that  the  company  agrees  to  return  to  the  sub- 
scriber, in  the  event  not  enough  stock  can  be  sold  to  carry  out  the  com- 
pany's plans,  the  amount  paid  by  any  stock  subscriber,  less  the  com- 
mission or  brokerage  fees  and  organization  expenses  allowed  by  the 
Railroad  Commission,  and  less  such  other  expenses  as  the  Railroad 
Commission  shall  authorize  the  company  to  pay. 

On  each  stock  subscription  agreement  and  on  any  prospectus  dis- 
tributed by  Sonoma  Water  and  Irrigation  Company  shall  appear  this 
language : 

''While  the  Railroad  Commission  has  authorized  the  issue  and  sale  of  this  stock, 
its  order  is  permissive  only  and  does  not  constitute  a  recommendation  or  endorse- 
ment of  the  stock." 

6.  Sonoma  Water  and  Irrigation  Company  shall  keep  such  record  of 
the  issue  and  sale  of  the  stock  herein  authorized  and  of  the  disposition 
of  the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day 
of  each  month  a  verified  report  as  required  by  the  Railroad  Commis- 
sion's General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is 
made  a  part  of  this  order. 

7.  The  authority  herein  granted  will  apply  only  to  such  stock  as  may 
be  issued,  sold  and  delivered  on  or  before  March  1^  1922. 
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It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  9453, 
dated  August  31,  1921,  be  and  it  is  hereby  vacated  and  set  aside. 

The  foregoing  second  supplemental  opinion  and  order  are  hereby 
approved  and  ordered  filed  as  the  second  supplemental  opinion  and 
order  of  the  Railroad  Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  thirty-first  day  of  October, 
1921. 


The  properties  which  Sonoma  Valley  Water,  Light  and  Power  Com- 
pany intends  to  sell  and  which  it  is  authorized  to  sell  by  the  order  of 
the  Railroad  Commission  of  the  State  of  California,  preceding  this 
schedule,  are  described  by  the  company  as  follows: 

SCHEDULE  1. 

This  indenture,  made  the day  of  October,  one  thousand  nine  hundred  and 

twenty-one,  between  Sonoma  Valley  Water,  Light  and  Power  Company,  a  corpora- 
tion organized  and  doing  business  under  the  laws  of  the  State  of  California,  and 
having  its  principal  place  of  business  at  Sonoma,  Sonoma  County,  California,  the 
party  of  the  first  part,  and  Sonoma  Water  and  Irrigation  Company,  a  corporation 
organized  and  doing  business  under  the  laws  of  the  State  of  California,  and  having 
its  principal  place  of  business  at  Sonoma,  Sonoma  County,  California,  the  party  of 
the  second  part, 

Witnesseth :  That  the  said  party  of  the  first  part  in  consideration  of  the  sum  of 
ten  and  00/100  ($10)  dollars,  lawful  money  of  the  United  States,  to  it  in  hand 
paid,  by  the  said  party  of  the  second  part,  the  receipt  whereof  is  hereby  acknowl- 
edged, does  by  these  presents  grant,  bargain  and  sell,  unto  the  said  party  of  the 
second  part,  all  those  certain  lots,  pieces  or  parcels  of  land  situate  in  the  county  of 
Sonoma,  State  of  California,  and  bounded  and  described  as  follows,  to  wit: 

All  the  real  property  described  in  that  certain  deed  dated  September  11,  1912, 
from  Yalupa  Land  and  Water  Company,  a  corporation,  to  L.  L.  Lewis,  and  recorded 
in  the  ofllce  of  the  recorder  of  said  county  of  Sonoma,  on  the  nineteenth  day  of 
September,  1912,  in  liber  302  of  deeds,  on  page  182;  also  all  the  real  property 
described  in  deed  dated  September  11,  1912,  from  L.  L.  Lewis  to  Sonoma  Valley 
Water,  Light  and  Power  Company,  a  corporation,  and  recorded  in  the  office  of  the 
county  recorder  of  said  Sonoma  County,  on  the  nineteenth  day  of  September,  1912, 
in  liber  302  of  deeds,  at  page  184. 

Also  that  certain  lot,  piece  or  parcel  of  land  situated  in  the  county  of  Sonoma, 
State  of  California,  and  bounded  and  described  as  follows,  to  wit : 

Commencing  at  a  point  at  the  northwest  corner  of  the  Lewis  Tract,  subdivision 
A,  as  same  is  laid  down  and  delineated  upon  that  certain  map  of  the  Lewis  Tract, 
as  recorded  in  the  office  of  the  recorder  of  the  county  of  Sonoma,  State  of  Cali- 
fornia, on  December  21,  1910,  in  liber  21  of  maps,  at  page  19 ;  thence  due  west  2190 
feet;  thence  at  right  angles  due  north,  4271  feet;  thence  at  right  angles  due  west 
601  feet;  then  south  89  degrees  30  minutes  west,  1712.7  feet;  thence  south  S4 
degrees  15  minutes  west,  1008.5  feet;  thence  south  17  degrees  15  minutes  west  50 
feet;  thence  south  54  degrees  30  minutes  east,  188.8  feet;  thence  south  130.7 
feet;  thence  south  5  degrees  east,  120.8  feet;  thence  south  42  degrees  45  minutes 
east,  100  feet;  thence  south  2G  degrees  15  minutes  east,  142  feet;  thence  south  7 
degrees  west,  118.8  feet ;  thence  south  39  degrees  45  minutes  east,  108.2  feet ;  thence 
south  17  degrees  30  minutes  west,  175  feet ;  thence  south  22  degrees  east,  240.2 
feet ;  thence  south  42  degrees  15  minutes  east,  1C1.7  feet ;  thence  south  3  degrees  30 
minutes  west,  180.8  feet;  thence  south  12  degrees  east,  184.8  feet;  thence  south  20 
degrees  east,  169  feet ;  thence  south  39  degrees  30  minutes  west,  257.4  feet ;  thence 
south  30  degrees  east.  154.4  feet :  thence  south  4  degrees  east,  295  feet ;  thence 
south  45  degrees  15  minutes  east,  184.8  feet;  thence  south  60  degrees  15  minutes 
east,  277.9  feet ;  thence  south  41  degrees  45  minutes  east,  140.6  feet ;  thence  south 
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46  degrees  45  minutes  east  130  feet ;  thence  south  18  degrees  15  minutes  east,  171 
feet;  thence  south  75  degrees  15  minutes  east,  179.5  feet;  thence  south  54  degrees 
45  minutes  east,  160.5  feet;  thence  south  46  degrees  15  minutes  east,  266.6  feet; 
thence  north  74  degrees  35  minutes  east,  185.5  feet;  thence  south  24  degrees  15 
minutes  east,  238.3  feet ;  thence  south  44  degrees  45  minutes  east,  175.6  feet ; 
thence  south  GO  degrees  45  minutes  east,  292.4  feet;  thence  south  70  degrees  15 
minutes  east,  145.2  feet;  thence  south  34  degrees  east,  696.8  feet;  thence  south  34 
degrees  45  minutes  east,  971.5  feet;  thence  due  east  2190  feet;  thence  at  right 
angles  due  north,  1100  feet  to  the  place  of  beginning;  containing  in  all  304.5 
acres.  Being  a  portion  of  Petaluma  Rancho,  in  township  5  north,  range  6  west. 
Mount  Diablo  meridian,  and  lying  and  being  in  the  county  of  Sonoma,  State  of 
California,  near  the  town  of  El  Verano. 

Also  excepting,  all  those  ctTtain  lots,  pieces  or  parcels  of  land  situate,  lying  and 
being  in  the  county  of  Sonoma,  State  of  California,  and  deeded  by  Sonoma  Valley 
Water,  Light  and  Power  Company,  on  August  20,  1920,  to  R.  J.  Dowdall,  contain- 
ing 10  acres  of  land,  more  or  less. 

Also  the  following  described  real  property,  recorded  in  book  402,  at  page  494, 
Sonoma  County  records,  and  described  as  follows: 

Commencing  at  an  iron  pipe,  being  the  northwest  comer  of  lot  forty-nine  (4^) 
subdivision  of  the  Lewis  Ranch,  as  shown  in  book  27  of  maps,  pi^ge  21,  Sonoma 
County  records ;  thence  along  the  northerly  line  of  the  land  of  Theodore  Umsladem, 
to  a  fence  east  of  Biggins ;  thence  south  along  the  said  fence  to  the  southwest  comer 
of  the  property  of  the  Sonoma  Valley  Water,  Light  and  Power  Company;  thence 
east  to  a  point  at  the  junction  of  the  property  of  the  Sonoma  Valley  Water,  Light 
and  Power  Company,  and  Mrs.  J.  Oliver  and  Edna  Hoen;  thence  north  along  the 
westerly  boundary  of  the  Oliver  and  Hoen  property  to  the  reservoir  of  the  Sonoma 
Valley  Water,  Light  and  Power  Company ;  thence  north  34  degrees  51  minutes 
east,  251.20  feet  to  an  iron  pipe ;  thence  north  47  degrees  28  minutes  east,  293.50  feet 
to  an  iron  pipe ;  thence  north  53  degrees  14  minutes  west  450.60  feet  to  the  place  of 
beginning,  containing  20  acres,  being  part  of  the  Petaluma  Rancho,  Sonoma  County, 
California. 

Together  with  the  tenements,  hereditaments  and  appurtenances  belonging  thereto, 
or  appertaining,  and  the  reversion  and  revisions,  remainder  and  remainders,  rents, 
issues  and  profits  thereof. 

FBANCHISES. 

1.  A  fifty-year  franchise,  dated  in  1910,  from  the  County  of  Sonoma,  granting 
the  right  to  lay  mains,  laterals  and  all  connections  nwessary  for  the  distribution  of 
water  over  any  county  highway  for  a  distance  of  five  miles  in  any  direction  from 
the  Southern  Pacific  depot  at  El  Verano. 

2.  A  fifty-year  franchise,  dated  1910,  from  the  incorporated  city  of  Sonoma, 
granting  permission  to  lay  mains,  laterals  and  all  necessary  connections  to  dis- 
tribute water  over  the  streets  of  the  city  of  Sonoma. 

PEBSONAL  PBOPEBTY. 

One-half  mile  of  8-inch  casing  and  one-half  mile  of  4-inch  wood  stave  pipe  lead- 
ing to  the  storage  reservoir. 

One-half  mile  of  8-inch  casing  and  three  and  one-half  miles  of  8-inch  wood  stave 
pipe  leading  into  and  through  the  town  of  Sonoma;  three  miles  of  4-inch  wood 
stave  pipe ;  one  mile  of  2-inch  cast-iron  pipe ;  three  hundred  (300)  feet  of  cast-iron 
pipe. 

Together  with  connections  and  laterals  for  about  175  consumers. 

All  other  improvements  not  heretofore  listed ;  all  fencing  of  any  character  and 
all  other  property  owned  by  the  Sonoma  Valley  Water,  light  and  Power  Company, 
and  used  and  useful  in  the  conduct  of  their  water  utility  business. 

REAL  PROPERTY. 

Commencing  on  the  westerly  line  of  Salvador  street  150  feet  south  of  the  inter- 
section of  Salvador  and  Turkey  streets;  thence  south  on  the  westerly  line  of 
Salvador  street,  50  feet;  thence  at  a  right  angle  west  150  feet;  thence  at  a  right 
angle  north  50  feet ;  thence  east  at  a  right  angle  150  feet  to  the  point  of  beginning, 
being  part  of  lot  14. 

To  have  and  to  hold,  the  said  premises,  together  with  the  appurtenances,  unto 
the  said  party  of  the  second  part,  and  to  its  successors  and  assigns  and  grantees 
forever  in  fee  simple. 
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In  witness  thereof,  the  party  of  the  first  part,  by  resolution  of  its  Board  of 
Directors,  has  caused  its  president  to  sign  its  corporate  name  hereunto,  and  its 
secretary  to  affix  its  corporate  seal  the  day  and  year  first  above  written. 


The  properties  which  Mrs.  Maria  V.  Cutter  and  Mrs.  Luisa  V. 
Emparan,  doing  business  under  the  name  of  Sonoma  City  Water 
Works,  are  permitted  to  sell  by  the  order  of  the  Railroad  Commission 
of  the  State  of  California  preceding  this  schedule  are  by  them  described 
as  follows: 

SCHEDULE  2. 

Description  of  the  tract  of  land  sold  by  Mrs.  Luisa  V.  Emparan  and  Mrs.  Maria 
V.  Cutter,  owners  in  common  of  said  tract,  to  the  Sonoma  Water  and  Irrigation 
Company,  lying  and  being  within  what  is  known  as  the  pueblo  of  Sonoma,  county 
of  Sonoma,  and  State  of  California,  and  more  particularly  described  as  follows, 
to  wit : 

Commencing  at  a  point  marked  by  an  iron  pin  driven  in  the  ground,  within  the 
enclosed  premises  immediately  adjoining  and  surrounding  the  former  residence  of 
General  M.  G.  Vallejo,  in  the  town  of  Sonoma ;  and  from  which  point  the  north- 
west corner  of  the  main  building  of  said  residence  is  in  a  southeasterly  direction 
and  distant  47^  feet  and  the  southeast  corner  of  the  pumping-station  house  on  said 
premises  is  northwest  27.3  feet  distant.  Thence  from  said  iron  pin  by  true  courBes, 
the  magnetic  variation  being  17  degrees  45  minutes  east,  north  13  degrees  east 
1211  feet  to  a  point  marked  by  an  iron  pin  driven  in  the  ground  and  from  which  a 
buckeye  tree,  eight  inches  in  diameter,  is  northeast  18  inches  distant ;  thence  north 
2  degrees  30  minutes  east  246  feet ;  thence  south  87  degrees  30  minutes  east  320 
feet ;  thence  north  2  degrees  30  minutes  east  175  feet ;  thence  north  87  degrees  30 
minutes  west  5C0  feet ;  thence  south  2  degrees  30  minutes  west  541  feet ;  thence 
south  87  degrees  30  minutes  east  213  feet  to  the  point  of  beginning,  containing 
4.41  acres  of  land. 

Also  an  easement  for  a  right  of  way  over  a  strip  of  land  30  feet  wide,  the  center 
line  of  which  strip  is  described  as  follows : 

Commencing  at  a  point  which  is  south  2  degrees  15  minutes  east  and  15  feet 
distant  from  the  southwest  corner  of  the  above  d^cribed  tract.  Thence  south  2 
degrees  30  minutes  west  122  feet ;  thence  south  87  degrees  30  minutes  east  312^  feet 
to  the  west  line  of  the  main  avenue  leading  to  the  said  enclosed  premises,  and  ter- 
minating at  this  point.  Also  the  right  of  way  over  and  along  said  avenue.  Also 
rights  of  way  over  the  premises  belonging  to  the  parties  of  the  first  part,  whenever  it 
may  be  necessary  to  the  improvement  or  repair  of  the  system  of  waterworks  belong- 
ing to  the  parties  of  the  second  part  hereto,  providing  the  parties  of  the  first  part 
hereto  are  fully  and  satisfactorily  compensated  for  any  damage  thereby  caused. 
Also  all  buildings  and  improvements  located  thereon. 

RESERVOIB. 

Reservoir  22  by  48  feet  at  tlie  bottom,  24  by  50  feet  at  the  top,  10  feet  deep, 
capacity  84,322  gallons.  Said  reservoir  is  constructed  of  stone  and  is  located  on 
parcel  *'C." 

PUMPING    PLANT   AND  EQUIPMENT. 

One  GO-horsepower  gasoline  engine. 

Two  electric  motors,  25-horsepower  each,  complete  with  all  electric  equipment, 
including  switches,  wiring,  auto  starters,  etc. 

Two  5-inch  centrifugal  pumps,  delivery  pipes,  fittings  and  valves. 

Miscellaneous  tools  and  equipment. 

Said  pumping  plant  is  located  on  parcel  "A." 
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TRANSMISSION   MAINS. 

One  hundred  seventy  feet  of  8-inch  standard  wrought  steel  pipe. 

One  thousand  eight  hundred  twenty-five  feet  of  6-inch  riveted  steel  pipe  to  the 
north  line  of  Spain  street  in  said  city  of  Sonoma,  the  point  of  beginning  of  the 
distributive  system. 

Also  all  gate  valves,  air  valves,  tees,  elbows  and  other  fittings  and  appliances  on 
transmission  mains. 

DISTRIBUTIVE    MAINS. 

Four  thousand  two  hundred  thirty-five  feet  of  0-inch  riveted  steel  pipe. 
Four  thousand  eight  hundred  sixty  feet  of  4-inch  riveted  steel  pipe. 
Four  thousand  seven  hundred  ninety  feet  of  5g-inch  dipped  casing. 
Five  thousand  nine  hundred  eighty-five  fe^t  of  Sf-inch  dipped  casing. 
Six  thousand  six  hundred  sixty  feet  of  2-inch  galvanized  pipe,  all  in  place  and  con- 
nected up  with  said  water  plant. 

Also  all  pii)e  fittings  and  specials  on  said  distributive  system. 

Two  r(»dwood  tanks  on  concrete  foundation,  each  capacity  of  2-5,000  gallons. 

Also  all  inlet,  outlet  and  connecting  pipes,  valves,  fittings,  etc.,  for  these  tanks. 

Also  all  misc('llaneous  tools  and  equipment. 

Also  all  meters  and  their  boxes. 

MISCELLANEOUS. 

.Vll  Other  improvements  not  heretofore  listed ;  all  fencing  of  any  character  and  all 
other  property  owned  by  Luisa  V.  Emparan  and  Maria  V.  Cutter,  and  used  and 
useful  in  the  conduct  of  their  water  utilitj-  business. 


The  properties  which  Sonoma  Vista  Water  Company  intends  to  sell 
and  which  it  is  authorized  to  sell  by  the  order  of  the  Railroad  Com- 
mission of  the  State  of  California  preceding  this  schedule  are  described 
by  the  company  as  follows : 

SCHEDULE  3. 

REAL  FKOPEBTY. 

ImIh  1,  2.  .'{  and  4  in  block  two  of  th;^  Riverside  Addition  to  tho  Sonoma  Vista 
Tract,  as  set  forth  in  the  official  map  of  said  tract  and  recorded  in  the  office  of 
the  recorder  at  Santa  Rosa,  Sonoma  County,  State  of  ('alifomia;  together  with  a 
house  and  all  improvements. 

PERSONAL  PROPERTY. 

The  entire  water  system,  including  pumping  plants,  pipes,  mains,  rights  of  way, 
and  all  other  connections,  etc..  which  belong  and  are  a  part  of  said  system. 


Decision  No.  9684. 

PACMFir  OAS  AND  ELECTRIC  COMPANY,  A  CORPORATION, 

VS. 
(5RE.VT  WESTERN  POWER  COMPANY  OF  CALIFORNIA,  A  CORPORATION. 


Ca.se  No.  1668. 
Decided  October  31,  1921. 


Open  Territory.  Competition.  Point  of  Saturation. — When  a  territory  is  not 
served  to  the  point  of  saturation,  another  utility  may  enter  the  field  upon 
obtaining  a  certificate  of  public  convenience  and  necessity.  A  liberal  definition 
of  "point  of  saturation"  would  permit  a  utility  some  opportunity  for  growth 
and  expansion  within  the  territory  served  by  it. 
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Competition — Discretion  of  Commission. — It  is  held  that  the  Commission  must 
exercise  its  discretion  in  determining  whether  public  convenience  will  be  served 
by  permitting  another  utility  to  enter. 

Competition — De\'Elopment. — Competition  which  results  in  the  d^jvelopment  of  new 
uses  for,  and  the  additional  sale  of  electric  energy,  as  in  the  present  case,  is 
not  to  be  stifled  unless  it  appears  that  such  competition  actually  results  in 
harmful  duplication  and  economic  waste. 

Sebvicb. — A  utility  owes  a  duty  to  that  portion  of  the  public  which  seeks  to  obtain 
service  as  well  as  to  that  portion  of  the  public  which  is  already  being  served. 

C,  P.  Cutten,  for  Complainant. 
Chaffee  E.  Hall,  for  Defendant. 

By  the  Commission. 

OPINION. 

In  this  proceeding,  brought  by  the  Pacific  Gas  and  Electric  Company, 
the  Commission  is  asked  to  restrain  the  Great  Western  Power  Company 
of  California  from  extending  its  lines  into  territory  now  served  by  the 
Pacific  Gas  and  Electric  Company,  without  first  obtaining  a  certificate 
of  public  convenience  and  necessity,  as  required  by  section  50  of  the 
Public  Utilities  Act. 

The  essential  facts  adduced  at  the  hearing  were  as  follows : 

The  Pacific  Gas  and  Electric  Company  has  power  lines  and  supplies 
electric  energy  in  the  town  of  Oroville,  Butte  County,  and  in  the  sur- 
rounding country.  It  was  serving  this  territory  prior  to  the  taking 
efifect  of  the  Public  Utilities  Act,  and  is  successor  to  the  rights  of  the 
Oro  Electric  Corporation,  which  was  the  possessor  of  a  certificate  of 
public  convenience  and  necessity  from  the  Railroad  Commission, 
authorizing  it  to  serve  the  town  of  Oroville  and  other  territory  in 
Butte  County  (Opinions  and  Orders  of  the  Railroad  Commission,  Vol- 
ume 1,  page  269). 

The  Great  "Western  Power  Company  has  a  100,000-volt  transmission 
line  traversing  Butte  County  from  north  to  south,  and  passing  a  short 
distance  east  of  the  town  of  Oroville.  This  company  has  never  directly 
rendered  any  local  service  in  the  county  of  Butte.  It  has  no  certificate 
of  public  convenience  and  necessity  from  the  Railroad  Commission  to 
serve  any  of  this  territory,  but  its  transmission  line,  running  through 
Butte  County,  was  constructed  and  in  operation  prior  to  the  taking 
effect  of  the  Public  Utilities  Act. 

The  Hutchinson  Lumber  Company,  a  West  Virginia  corporation, 
proposes  to  construct  a  lumber  mill  approximately  three  and  one-half 
miles  south  of  the  town  of  Oroville.  Said  company  also  proposes  to 
carry  on  logging  operations  near  Mooretown,  Butte  County,  approxi- 
mately .25  miles  from  Oroville.  In  the  first  instance,  the  lumber  com- 
pany did  not  contemplate  the  use  of  electric  energy  at  its  mill,  but 
desired  electric  service  for  its  logging  operations  near  Mooretown. 

The  Pacific  Gas  and  Electric  Company  has  a  4000-volt  distribution 
line,  approximately  3400  feet  west,  a  60,000-volt  transmission  line  4000 
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feet  west,  and  a  similar  line  2800  feet  south  of  the  millsite.  The  100,000- 
volt  transmission  line  of  the  Great  Western  Power  Company  runs 
approximately  one  mile  east  of  the  proposed  mill.  The  Great  Western 
Power  Company,  however,  does  not  propose  to  serve  the  mill  directly 
from  this  line,  but  proposes,  for  this  service,  to  construct  a  44,000-volt 
secondary  transmission  line  from  its  power  plant  at  Las  Plumas,  par- 
allel to  the  transmission  line,  a  distance  of  about  15^  miles. 

The  logging  works  at  Mooretown  are  approximately  23  miles  east 
from  the  nearest  point  on  the  transmission  line  of  the  Great  Western 
Power  Company  and  about  the  same  number  of  miles  northeast  from 
the  nearest  line  of  the  Pacific  Gas  and  Electric  Company.  This  woods 
service  could  be  rendered  separately  at  about  the  same  cost  by  either 
company.  The  service  at  the  mill  could  be  installed  by  the  Pacific  Gas 
and  Electric  Company  at  considerably  lower  cost  than  by  the  Great 
Western  Power  Company. 

Both  power  companies  have  carried  on  negotiations  looking  toward  a 
sale  of  the  power  to  the  lumber  company.  In  carrying  on  its  negotia- 
tions with  the  lumber  company,  the  Pacific  Gas  and  Electric  Company 
offered  to  serve  only  the  mill  near  Oroville,  and  virtually  refused  to 
serve  the  logging  works.  The  Great  Western  Power  Company  offered 
to  serve  both  places  and  to  make,  at  its  own  expense,  the  necessary  new 
extensions  which  this  required.  On  August  31,  1921,  the  Great  West- 
em  Power  Company  entered  into  a  contract  with  the  Lumber  Company 
to  furnish  power  both  to  the  mill  and  for  the  logging  operations.  The 
Pacific  Gas  and  Electric  Company  claims  that,  as  to  the  mill  service, 
the  Great  Western  Power  Company  is  violating  section  50  of  the 
Public  Utilities  Act  and  is  invading  territory  in  which  it  has  exclusive 
rights. 

The  question  which  presents  itself  for  determination  is:  Under  what 
conditions  will  the  Railroad  Commission  protect  a  utility  which  is 
rendering  service  in  a  given  territory  from  competition  with  another 
utility  seeking  to  render  a  like  service  in  the  same  territory!  Or, 
stating  it  another  way :  Under  what  conditions,  if  at  all,  does  a  utility 
have  ** exclusive  rights'*  to  serve  a  given  territory? 

The  principles  governing  the  determination  of  this  question  were 
formulated  very  early  in  the  Commission's  history.  The  Commission's 
Decision  No.  107,  Pacific  Gas  and  Electric  Company  vs.  Great  Western 
Power  Company  (Opinioas  and  Orders  of  the  Railroad  Commission, 
Volume  1,  page  203)  contains  an  exhaustive  discussion  and  analysis  of 
section  50  of  the  Public  Utilities  Act.  This  case  involved  much  the 
same  question  as  is  under  consideration  here.  The  Pacific  Gas  and 
Electric  Company  was  serving  a  lai^e  territory,  and  the  Great  West- 
em  Power  Company  had  applied  to  the  Commission  for  a  certificate  to 
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serve  some  of  the  same  territory.  The  particular  question  under  dis- 
cussion was:  Under  what  conditions  would  the  Commission  protect  a 
utility  from  competition  within  a  field  in  which  it  was  already  render- 
ing service  ?  The  law  and  the  policy  of  the  Commission,  as  interpreted 
and  established  in  that  decision  and  as  uniformly  adhered  to  since  that 
time,  are  best  summed  up  in  the  following  quotation  (page  209) : 

It  certainly  is  trne  that  where  a  territory  is  served  by  a  utility  which  has 
pioneered  in  the  field,  and  is  rendering  efficient  and  cheap  service  and  is  fulfilling 
adequately  the  duty  which,  as  a  public  utility,  it  owes  to  the  public,  and  the  territory 
is  so  generally  served  that  it  may  be  said  to  have  reached  the  point  of  saturation,  as 
regards  the  particular  commodity  in  which  such  utility  deals,  then  certainly  the  design 
of  the  law  is  that  the  utility  shall  be  protected  within  said  field;  but  when  one  of 
these  conditions  is  lacking,  the  public  convenience  may  often  be  served  by  allowing 
competition  to  come  in. 

It  will  be  seen  that  four  distinct  conditions  must  exist  before  a  util- 
ity is  entitled  to  be  protected  from  competition  in  any  territory.  We 
will  discuss  these  in  the  following  order: 

1.  Where  a  territory  is  served  by  a  utility  which  has  pioneered  in 

the  field. 
In  the  present  case,  the  evidence  is  clear  that  the  Pacific  Gas  and 
Electric  Company,  in  so  far  as  local  service  is  concerned,  has  pioneered 
in  the  general  field  embracing  the  town  of  Oroville  and  surrounding 
territory. 

2.  Where  a  utility  is  rendering  efficient  and  cheap  service. 

There  is  no  evidence  in  the  present  case  to  show  that  such  service  as 
is  now  being  rendered  in  this  territory  by  the  Pacific  Gas  and  Electric 
Company  is  not  eflBcient.  The  rates  offered  by  both  companies  are  the 
same. 

3.  The  territory  is  so  generally  served  that  it  may  be  said  to  have 

reached  the  point  of  saturation,  as  regards  the  particular  com- 
modity in  which  the  utility  deals, 

(This  is  the  fourth  condition  named  in  the  above  quotation,  but,  for 
convenience,  we  will  treat  it  at  this  point.) 

It  will  be  necessary  here  to  determine  to  what  extent  the  territory 
in  question  is  served  and  to  discuss  the  meaning  of  the  term  **  point  of 
saturation." 

The  Public  Utilities  Act,  section  50,  provides  that  a  utility  may  serve 
in  a  territory  without  a  certificate  when  such  territory  is  contiguous  to 
its  lines,  and  when  it  is  not  theretofore  served  by  another  utility  of  like 
character.  Under  the  principles  above  set  forth,  the  Commission  nww/ 
permit  a  second  utility  to  enter  a  field  already  served  by  a  utility, 
unless  the  territory  is  served  to  a  point  of  saticration.  Thus  it  is  clear 
tbat  if  the  territory  is  not  served  at  all,  the  utility  may  enter  it  at  will 
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without  any  certificate  from  the  Commission  (assuming,  of  course,  that 
the  territory  is  contiguous  to  one  of  its  lines)  and  if  the  territory  is 
served  by  a  utility,  but  not  to  the  point  of  saturation,  another  utility 
may  be  permitted  to  enter,  but  only  after  it  has  obtained  from  the 
Commission  a  certificate  of  public  convenience  and  necessity. 

It  is  claimed  by  the  Great  Western  Power  Company  that  the  terri- 
tory in  which  the  lumber  mill  is  to  be  located  is  **open  territory"  and 
not  ** already  served"  by  another  utility.  This  claim  is  based  upon 
the  facts  that  the  nearest  Pacific  Gas  and  Electric  Company  consumer 
is  about  a  mile  away;  that  the  mill  itself  will  be  three  and  one-half 
miles  from  Oroville,  and  that  there  is  considerable  vacant  territory 
around  the  proposed  millsite.  It  urges  in  support  of  this  contention 
the  decision  of  the  Commission  in  Pacific  Gas  and  Electric  Company 
vs.  Great  Western  Power  Company  (known  as  the  Arboga  case). 
Decision  No.  4218  (Opinions  and  Orders  of  the  Railroad  Commission, 
Volume  12,  page  740).  In  that  proceeding  conditions  were  similar  to 
those  existing  in  the  present  case,  i.  e.,  the  Pacific  Gas  and  Electric 
Company  had  several  distributing  lines,  roughly,  about  one  mile  from 
the  territory  proposed  to  be  served. 

We  can  not  agree  with  the  contention  that  the  territory  in  which  the 
proposed  mill  is  to  be  located  is  open  territory,  and  not  already  served 
by  another  utility,  and  that  it  could  be  entered  at  will  without  a  cer- 
tificate of  public  convenience  and  necessity  from  the  Railroad  Com- 
mission. Nor  do  we  consider  that  the  Arboga  case  supports  this  con- 
tention. 

In  that  case,  the  Great  Western  Power  Company  itself  asked  for  a 
^^tiflcate  authorizing  it  to  serve  the  Farm  Lands  Investment  Com- 
pany, and  such  a  certificate  was  granted.  That  fact  alone  indicates 
clearly  that  the  territory  in  question  was  not  absolutely  open  terri- 
tory, or  else  no  certificate  would  have  been  required  (the  territory 
being  also  contiguous  to  an  existing  line).  The  statements  in  the 
Arboga  case  to  the  eflfect  that  the  territory  in  question  was  not  within 
the  territory  already  served  by  the  Pacific  Gas  and  Electric  Company, 
and  that  it  was  **open  territory,"  must  be  construed  in  the  light  of 
the  positive  fact  that  a  certificate  to  serve  such  territory  was  required. 
In  the  light  of  this  fact,  those  statements  could  only  have  meant  that 
territory  was  **not  served''  and  was  **open"  in  the  sanse  that  it  was 
not  served  to  the  point  of  saturation,  and  another  utility  might  enter 
upon  obtaining  a  certificate. 

It  is  not  possible  to  establish  an  exact  criterion  by  which  it  may  be 
ascertained  when  the  point  of  saturation  is  reached.  If  the  term  be 
given  an  extreme  and  literal  meaning,  it  would  require  that  every  foot 
of  the  territory  in  question  be  built  up  and  every  inhabitant  served. 
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Such,  of  course,  was  not  the  construction  intended.  A  more  liberal 
definition,  permitting  a  utility  some  opportunity  for  growth  and  expan- 
sion within  the  territory  served  by  it,  should  generally  be  allowed.  In 
the  present  case,  however,  we  have  a  country  with  undeveloped 
resources  and  a  small  population.  Oroville,  itself,  is  a  small  com- 
munity, and  the  territory  surrounding  it,  in  so  far  as  power  consumers 
are  concerned,  is  sparsely  settled.  There  is  room  for  a  very  consider- 
able development  in  the  sale  and  distribution  of  power.  Without 
attempting  to  lay  down  any  definite  rule  as  to  what  constitutes  the 
point  of  saturation,  we  may  safely  say  that  in  the  present  case  that 
point  has  not  yet  been  reached.  We  have,  then,  a  territory  already 
served,  but  not  served  to  the  point  of  saturation. 

The  Commission  must  still  exercise  its  discretion  in  determining 
whether  public  convenience  will  be  served  by  permitting  another  util- 
ity to  enter.  The  same  decision  from  which  we  have  been  quoting  sets 
forth  the  Commission's  established  policy  as  to  this  question  (page 
212) : 

Ck>mpetition  does  not  necessarily  become  duplication  unless  the  field  covered  by 
a  natural  monopoly  is  completely  served.  California  has  just  be^un  her  develop- 
ment. We  have  no  doubt  that  as  a  rule  in  this  state  the  going  in  of  a  second  utility 
will  develop  a  considerable  amount  of  new  business,  while  leaving  an  ample  field  for 
the  existing  utility. 

As  was  said  in  this  and  other  former  opinions,  whenever  the  coming 
of  a  new  utility  into  a  territory  will  serve  to  develop  such  territory  and 
to  build  it  up,  either  industrially  or  agriculturally,  and  thereby  enhance 
the  general  prosperity  of  the  state,  such  utility  will  not  be  excluded. 
It  appears  from  the  evidence  that  the  Great  Western  Power  Company 
was  largely  responsible  for  the  action  of  the  lumber  company  in  chang- 
ing its  plan  with  regard  to  the  use  of  power  at  its  mill  near  Oroville. 
It  is  quite  possible  that  had  it  not  been  for  the  efforts  of  that  company 
electric  energy  would  not  have  been  used  at  all  at  this  mill.  The  state 
is  interested  in  the  development  of  its  natural  resources  through  the 
development  and  sale  of  hydro-electric  energy.  This  Commission  has 
encouraged  utilities  to  develop  hydro-electric  energy.  Competition 
which  results  in  the  development  of  new  uses  for,  and  the  additional 
sale  of,  electric  energy  is  not  to  be  stifled  uidess  it  appears  that  such 
competition  actually  results  in  harmful  duplictaion  and  economic 
waste.  In  the  present  case,  we  do  not  believe  that  serious  duplication 
will  result.  Nor  is  this  a  case  where  one  utility  is  taking  the  *  cream 
of  the  business**  by  taking  a  large  consumer  away  from  another  utility 
which  had  previously  served  such  consumer,  as  was  the  case  in  Decision 
No.  2904  (Opinions  and  Orders  of  the  Railroad  Commission,  Volume  8, 
page  429).    Rather  does  it  appear  here  that  the  Great  Western  Power 
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Company  is  developing  business  which  would  not  otherwise  have  been 
developed. 

It  is  apparent,  therefore,  that  one  of  the  four  conditions  referred  to 
is  lacking,  and  that  the  public  convenience  will  be  served,  and  it  will 
be  consistent  with  the  Commission's  established  policies  if  the  Great 
Western  Power  Company  is  permitted,  under  a  certificate  from  the 
Commission,  to  serve  the  proposed  lumber  mill. 

One  more  condition  remains  to  be  discussed,  and  it  is,  perhaps,  the 
most  important  of  all : 

4.  That  the  Mtility  is  '^ fulfilling  adequately  the  duty  which,  as  a  public 
utility,  it  owes  to  the  puhUc.'^ 

A  utility  must  fulfill  adequately  the  duty  it  owes  to  the  public.  This 
is  not  the  same  as  the  **duty  of  rendering  eflScient  and  cheap  service." 
We  think  efficient  and  cheap  service,  as  used  in  condition  number  2, 
means  that  the  service  already  being  rendered  must  be  efficient  and 
cheap.  A  utility  owes  a  duty  to  that  portion  of  the  public  which 
seeks  to  obtain  service  as  well  as  to  that  portion  of  the  public  which  is 
already  being  served.  It  is  the  duty  of  a  utility,  in  proper  cases,  to 
make  extensions  in  order  to  serve  new  consumers  and  to  furnish  infor- 
mation to  prospective  consumers  as  to  the  costs  or  terms  under  which 
such  extensions  may  be  made.  The  evidence  in  the  present  case  shows 
that  the  Pacific  Gas  and  Electric  Company  did  not  perform  its  duty 
to  the  public  in  this  respect.  The  lumber  company  desired  service  at 
the  logging  works.  It  was  entitled  to  know  the  cost  of  such  service 
and  under  what  conditions  it  could  be  obtained.  The  Pacific  Gas  and 
Electric  Company,  however,  sought  only  to  obtain  the  more  profitable 
business  at  the  mill  near  Oroville.  The  business  of  serving  the  logging 
works  belonged  as  properly  to  the  Pacific  Gas  and  Electric  Company 
as  it  did  to  the  Great  Western  Power  Company.  It  was  about  equaUy 
distant  from  the  lines  of  each  company,  and  could  have  been  served 
by  each  at  about  the  same  cost.  The  lumber  company  had  notified  the 
Pacific  Gas  and  Electric  Company  as  early  as  October  28,  1920,  that 
it  was  considering  the  electrification  of  its  logging  equipment,  and 
would  be  glad  to  figure  with  the  Pacific  Gas  and  Electric  Company  for 
the  power  for  this  work.  The  rules  of  the  Pacific  Gas  and  Electric  Com- . 
pany,  on  file  with  the  Commission,  provide  for  making  extensions  with- 
out cost  to  consumers  when  the  estimated  average  annual  revenue  to 
be  obtained  amounts  to  one-third  of  the  cost  of  making  the  extension. 
It  was  the  duty  of  the  Pacific  Gas  and  Electric  Company  to  facilitate 
the  extension  of  its  public  utility  service  to  a  proposed  consumer  desir- 
ing such  service.  The  exchange  of  correspondence  between  the  Pacific 
Gas  and  Electric  Company  and  the  lumber  company  indicates  that  no 
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statement  of  the  terms  of  extensions  of  service  was  made.  The  lumber 
company  was  given  no  information  which  would  enable  it  to  determine 
whether  or  not  it  was  feasible  and  profitable  for  it  to  use  electric  energy 
at  its  logging  camp.  On  the  contrary,  the  Pacific  Gas  and  Electric 
Company  informed  the  lumber  company  that  it  was  not  in  a  position 
to  render  the  service  at  all.  The  importance  of  this  refusal  is  clearly 
shown  when  it  is  noted  that  on  the  basis  of  combined  service  as  con- 
sidered by  Great  Western  Power  Company,  no  advance  Or  investment 
in  lines  was  required  of  the  lumber  company ;  while,  if  the  service  to 
the  logging  plant  was  to  be  rendered  separately  by  either  company,  the 
rules  on  extensions  would  require  an  investment  in  advance  by  the 
lumber  company  of  from  $40,000  to  $60,000. 

As  already  stated,  the  evidence  shows  clearly  that  the  logging  opera- 
tions could  have  been  served  equally  as  well  and  as  cheaply  by  the 
Pacific  Gas  and  Electric  Company  as  by  the  Great  Western  Power 
Company.  If  that  territory  be  regarded  as  open  territory,  it  was  as 
much  the  duty  of  the  Pacific  Gas  and  Electric  Company  to  make  the 
necessary  extension  as  it  was  the  duty  of  the  Great  Western  Power 
Company.  Public  interest  required  that  this  logging  camp  be  served 
with  electric  power.  The  Pacific  Gas  and  Electric  Company  was  in 
error  in  making  the  contention  that  the  lumber  company  could  be  bet- 
ter served  at  that  point  from  some  other  source.  In  making  what  was 
virtually  a  flat  refusal  to  render  service  at  this  point,  the  Pacific  Gas 
and  Electric  Company  has  not  fulfilled  adequately  the  duty  which,  as 
a  public  utility,  it  owes  to  the  public.  It  is  true  that  counsel  for  the 
Pacific  Gas  and  Electric  Company  stated  at  the  hearing  that  that  com- 
pany would  willingly  serve  both  plants  if  it  was  ordered  to  do  so  by 
the  Railroad  Commission.  As  indicated  in  Decision  No.  107  (Opinions 
and  Orders  of  the  Railroad  Commission,  Volume  1,  pages  210,  211), 
only  until  the  time  of  threatened  competition  shall  the  existing  utility 
be  allowed  to  put  itself  in  such  a  position  with  reference  to  its  patrons, 
that  this  Commission  may  find  that  it  is  performing  the  duty  it  owes 
to  the  public. 

The  Great  Western  Power  Company,  according  to  the  evidence,  not 
only  sought  aggressively  to  serve  the  lumber  company  at  both  places, 
but  readily  agreed  to  make  the  necessary  extensions  and  furnish  the 
lumber  company  with  all  necessary  cost  data  and  information  relative 
to  the  type  of  machinery,  etc.  Its  efforts  resulted  in  the  signing  of  the 
contract  by  which  the  lumber  company  agreed  to  take  electric  energy 
both  at  the  mUl  and  in  the  woods.  The  estimated  revenue  to  be  derived 
from  this  service  is  $14,589  per  annum  at  the  logging  works,  and 
$45,072  per  annum  at  the  mill,  or  a  total  of  $59,661  for  the  entire 
service.     It  should  also  be  noted  that  at  the  present  time  the  Great 
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Western  Power  Company  has  considerable  surplus  of  hydro-electric 
energy,  while  the  Pacific  Gas  and  Electric  Company  is  producing  con- 
siderable power  by  steam. 

Prom  all  of  the  above  discussion,  it  is  dear  that  two  of  the  four 
conditions  necessary  to  entitle  the  utility  to  protection  from  competi- 
tion under  the  principles  first  laid  down,  do  not  exist  in  this  case,  and 
that  the  public  interest  and  convenience  will  be  served  by  allowing  the 
Great  Western  Power  Company  to  enter  the  field,  as  to  the  consumer 
under  consideration.  The  Great  Western  Power  Company  has  asked 
for  a  certificate  of  public  convenience  and  necessity  to  serve  this  con- 
sumer, and  such  a  certificate  will  be  granted. 

In  arriving  at  this  conclusion,  we  are  unable  to  pass  without  com- 
ment the  failure  on  the  part  of  the  Great  Western  Power  Company  to 
apply  for  a  certificate  of  public  convenience  and  necessity  as  required 
by  section  50  of  the  Public  Utilities  Act  before  entering  into  the  con- 
tract with  the  lumber  company.  The  contention  of  the  Great  Western 
Power  Company,  that  this  was  open  territory  and  that  a  certificate  was 
not  needed,  has  already  been  fully  discussed.  It  is  difficult  to  see  how 
this  contention  could  have  been  seriously  urged  in  view  of  the  fact  that 
in  the  Arboga  case,  upon  which  Great  Western  Power  Company  relied, 
a  certificate  from  the  Commission  was  actually  sought  and  obtained  by 
that  company.  With  the  knowledge  of  that  case  that  it  clearly  had,  the 
Commission  feels  that  the  failure  on  the  part  of  the  Great  Western 
Power  Company  to  apply  for  a  certificate  of  public  convenience  and 
necessity  before  making  this  contract  is  inexcusable. 

In  view  of  the  remissness  of  the  Great  Western  Power  Company, 
the  Commission  would  be  very  much  disinclined  to  grant  that  company 
the  certificate  for  which  it  asks  wore  it  not  for  the  fact  that  the  Com- 
mission is  satisfied  that  by  so  doing  public  convenience  and  necessity 
will  best  be  served. 

ORDER. 

Complaint  having  been  made  by  the  Pacific  Gas  and  Electric  Com- 
pany against  the  Great  Western  Power  Company  of  California,  and 
application  having  been  made  by  the  Great  Western  Power  Company 
of  California  for  such  certificate  of  public  convenience  arid  necessity  as 
may  be  required  in  order  to  permit  service  and  delivery  of  electric 
energy  to  the  Hutchinson  Lumber  Company,  and  a  public  hearing 
having  been  held  and  the  Commission  being  fully  apprised  in  the 
premises ; 

It  is  hereby  ordered,  by  the  Railroad  Commission  of  the  State  of 
California : 

1.  That  the  complaint  of  the  Pacific  Gas  and  Electric  Company 
herein  be  and  the  same  is  hereby  dismissed; 
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2.  That  the  application  of  the  Great  Western  Power  Company  of 
California  is  hereby  granted. 

It  is  hereby  declared,  by  the  Railroad  Commission  of  the  State  of 
California,  that  public  convenience  and  necessity  require,  and  will 
require  that  the  said  Great  Western  Power  Company  of  California 
construct  and  make  such  extensions  from  its  existing  lines  as  will 
enable  it  to  serve  and  deliver  electric  energy  to  the  Hutchinson  Lum- 
ber Company  at  its  lumber  mill  at  a  point  about  three  and  one-half 
miles  south  of  the  town  of  Arboga  and  at  its  logging  works  at  a  point 
about  two  miles  northeast  of  the  town  of  Mooretown,  and  upon  the 
completion  of  said  work,  deliver  electric  energy  to  the  said  Hutchinson 
Lumber  Company  at  said  points. 

Dated  at  San  Francisco,  California,  this  thirty-first  day  of  October, 
1921. 


Decision  No.  9685. 


IN  THE  MATTER  OF  THE  APPLICATION  OP^  T.  MORGAN  FOR  CERTIFI- 
CATE  OF  PI  BLK^  (H)NVRNIENC'E  AND  NECE^ITY  TO  OPERATE 
AN  ATTTOMOBILK  TRUCK  AND  FREIGHT  SERVICE  BETWEEN  LOS 
ANGELES  AND  (WLEXICO  AND   INTERMEDIATE  POINTS. 


Application  No.  6682. 
Decided  October  31,  1921. 


AtTTo  Truck  Servk  e — Effect  on  Rail  Service. — Ciivin^  consideration  to  distance 
and  the  through  nature  of  the  service,  it  is  held  that  shippers  can  be  better 
served  by  improving  the  rail  .service  rather  than  by  authorizing  truck  service. 

Douglas  Brookman  and  S.  W.  Thompson,  for  Applicant. 

H.  W.  Kidd  and  Rrx  Uardy,  for  Estate  of  C.  W.  Curphey,  Keystone  Express,  T.  R. 

Re.x,  Boutelle  &  Fuqua,  T.  K.  Vance,  and  Fred  Miller. 
L,  y.  ftrodshaWf  for  Southern  Pacific  Company. 

E.  T.  Luccy  and  Paul  Burks,  for  Atchison,  Topeka  and  Santa  Fe  Railway. 
T.  A,  Woodst  for  American  Railway  Express  Company. 

By  the  Commission. 

OPINION. 

Public  hearings  were  held  by  Examiner  Westover  in  Los  Angeles 
and  El  Centro  upon  the  above  application  to  operate  freight  truck 
service  between  Los  Angeles  and  Calexico  and  intermediate  points 
lying  southeasterly  from  Mecca. 

Applicant  having  announced  at  the  hearing  that  he  did  not  seek  to 
perform  any  local  service  between  Los  Angeles  and  Mecca,  the  Santa 
Fe  and  the  truck  lines,  other  than  the  lines  of  the  Curphey  estate, 
withdrew  their  respective  protests  or  refrained  from  protesting  the 
application. 

The  Curphey  lines,  by  Application  No.  6689,  sought  authority  to 
operate   a   truck   service    between    Imperial    Valley    points   and    Los 
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Angeles,  but  the  latter  application  was  subsequently  dismissed  upon 
written  request  of  counsel  for  said  applicant.  The  Commission  subse- 
quently authorized  a  lease  of  the  Curphey  lines  by  the  administrator 
of  the  Curphey  estate  to  a  corporation  known  as  the  Curphey  Truck 
Line  Company.  This  line,  which  was  originally  authorized  by  tne 
Commission,  under  Decision  No.  7600  of  May  18,  1920,  Application 
No.  5354,  to  operate  locally  between  Calipatria  and  Calexico,  serving 
Brawley,  Imperial,  El  Centro  and  Heber  as  intermediate  points,  will 
be  referred  to  herein  as  the  Curphey  line. 

It  appears  from  the  testimony  that  about  92  per  cent  of  the  business 
of  the  Curphey  line  consists  of  distributing  local  carload  freight 
received  at  El  Centro  via  the  Southern  Pacific  system.  There  is  no 
serious  complaint  against  the  present  service,  but  several  shippers  from 
valley  points  testified  that  they  believed  shipments  could  be  consider- 
ably expedited  by  truck  movement,  as  it  sometimes  required  from 
three  to  five  days  to  receive  freight  from  Los  Angeles  at  valley  points, 
but  very  few  specific  instances  were  shown. 

The  Southern  Pacific  system  presented  a  statement  showing  average 
tonnage  and  movement  of  1.  c.  1.  freight  from  Los  Angeles  to  the  sev- 
eral valley  points  during  March,  1921,  from  which  it  appears  that  goods 
are  available  for  delivery  at  valley  stations  on  the  second  and  third  day 
after  shipment,  the  average  hours  in  transit  ranging  from  47  at 
Brawley  to  64  at  Calexico  and  68  at  Imperial,  this  time  being  based 
upon  4  p.m.  of  the  day  of  shipment,  being  the  hour  when  the  Los 
Angeles  freight  house  closes.  The  proposed  rates,  including  pick-up 
and  delivery,  compared  with  present  1.  c.  1.  rates  of  the  Southern  Pacific 
Company  between  Los  Angeles  and  El  Centro,  for  illustration,  are  as 
follows : 

1 

Rail    145i 

Truck 182 

At  one  of  the  later  hearings,  applicant  submitted  special  commodity 
rates  upon  truck  load  lots  of  six  tons  minimum  of  87^  cents  per  hun- 
dred pounds  to  and  from  Los  Angeles,  except  that  the  rate  to  Calexico 
is  92^  cents,  and  the  rate  on  sheep  or  hogs  per  truck  load  is  $115. 
These  rates  apply  to  canned  goods,  flour,  grain  and  grain  products, 
lumber,  potatoes  and  sugar  from  Los  Angeles,  and  on  cantaloupes, 
tomatoes,  watermelons,  grain  and  cotton  from  the  several  valley  points, 
with  a  rate  on  sheep  or  hogs  from  Calexico  of  $121  per  truck  load,  six 
tons  maximum.  The  class  and  commodity  rates  referred  to  include 
pick-up  and  delivery  at  each  terminal,  in  a  zone  limited  to  a  specified 
wholesale  district  in  Los  Angeles,  with  an  addition  of  5  cents  per  hun- 
dred for  a  zone  within  a  radius  of  one  mile  from  the  zone  described. 
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By  way  of  comparison,  the  Southern  Pacific  carload  rates  per  hun- 
dred pounds,  to  or  from  El  Centro,  are :  canned  gooda  77  cents,  flour 
45  cents,  grain  and  grain  products  27  cents,  lumber  42^  cents,  potatoes 
39  cents,  and  sugar  77  cents,  cantaloupes  and  tomatoes  39  cents,  water- 
melons 31|  cents,  and  cotton  69  cents. 

The  geographic  situation  involved  is  somewhat  peculiar  in  that  the 
territory  between  Calexico  and  Brawley  is  highly  developed  and  very 
productive,  while  the  territory  between  Brawley  and  Banning,  a  dis- 
tance of  119  miles,  is  relatively  sparsely  inhabited  and  unproductive. 
Applicant  does  not  propose  any  local  service  between  Los  Angeles  and 
Mecca  or  intermediate  points,  this  territory  being  served  by  the  South- 
ern Pacific  Company  and  by  other  truck  lines,  but  proposes  only  a 
truck  service  between  Los  Angeles  and  points  east  of  Mecca.  The  rail 
distance  from  Los  Angeles  to  Mecca  is  143  miles,  to  Brawley  206  miles, 
and  to  Calexico,  the  end  of  the  proposed  line,  228  miles.  The  highway 
route  which  applicant  would  use  is  approximately  parallel  with  the 
railroad  between  Los  Angeles  and  Mecca,  but  passes  to  the  west  of  the 
Salton  Sea,  reaching  the  railroad  again  at  Brawley.  The  only  points  in 
this  territory  not  served  by  rail  which  applicant  proposes  to  serve  are 
Westmoreland,  Kane  Springs  and  Oasis  Ranch.  There  was  no  testi- 
mony indicating  need  of  service  at  the  two  latter  points.  Westmore- 
land, by  far  the  larger  and  more  important  of  the  three  points,  is  but 
about  eight  miles  from  l-ail  transportation  at  Brawley  and  is  already 
served  by  C.  A.  Ware's  truck  line.  It  does  not  appear  from  the  testi- 
mony that  there  is  much  freight  moving  locally  between  Imperial  Val- 
ley points  and  intermediate  points  between  Los  Angeles  and  the  val- 
ley, although  there  is  some  shipment  of  seed  grain  and  feed  from  the 
valley  to  the  Mecca-Thermal  district. 

The  situation  above  outlined  means  that  practically  all  freight 
handled  by  truck  would  be  for  through  shipment  between  Los  Angeles 
and  valley  points  lying  between  Brawley  and  Calexico,  involving  a  haul 
of  about  200  miles  or  more,  over  a  mountain  range,  with  practically 
no  freight  to  pick  up  or  deliver.  The  elevations  vary  from  118  feet 
below  sea  level  at  Brawley  to  2559  feet  above  sea  level  at  Beaumont, 
as  shown  by  the  railroad  grades.  The  territory  between  Brawley  and 
Banning  (elevation  2318  feet),  a  distance  of  119  miles  by  rail,  is  nearly 
all  desert  country  developing  comparatively  little  freight.  The  climatic 
and  geographic  conditions  are  such  as  to  make  the  cost  of  truck  trans- 
portation relatively  high  and  operation  itself  rather  uncertain. 

While  it  appears  to  be  possible  to  make  the  trip  between  terminals 
with  a  loaded  truck  in  14  hours,  which  the  schedule  provides,  the  tes- 
timony on  the  point  is  far  from  convincing  that  such  a  schedule  could 
be  relied  upon  by  shippers.    It  is  very  doubtful  whether  the  proposed 
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line  could  be  operated  profitably,  or  whether  applicant  will  be  finan- 
cially able  to  operate  at  a  loss  for  a  reasonably  long  period  to  deter- 
mine by  experience  whether  the  line  is  justified  economically,  or 
whether  the  line,  if  established,  would  be  reasonably  permanent. 

The  proposed  service,  if  authorized,  would  tend  to  render  the  rail- 
road less  able  to  serve,  and  would  probably  result  in  an  early  with- 
drawal of  truck  service,  after  crippling  the  present  rail  service.  The 
application,  therefore,  will  be  denied. 

During  the  hearing  of  application  of  J.  H.  Eastman,  after  the  above 
application  was  submitted,  the  latter  was  reopened  to  present  in  it 
testimony  presented  in  the  Eastman  application,  from  which  it  appears 
that  during  ten  days  in  October,  1921,  one  El  Centro  firm  received  five 
shipments  from  Los  Angeles  in  which  the  time  elapsed  between  the 
date  of  bill  of  lading  and  date  of  expense  bill  was  three  days  as  to  one 
shipment,  four  days  as  to  three  shipments,  and  five  days  as  to  one  ship- 
ment. Considering  the  distance,  the  through  nature  of  the  service  to 
and  from  Imperial  Valley,  and  that  the  area  referred  to  is  but  a  short, 
distance  south  of  Niland  on  the  majn  line  between  Los  Angeles  and 
El  Paso,  we  feel  confident  that  the  rail  service  can  be  very  greatly 
expedited  and  that  shippers  can  be  better  served  by  improving  the  rail 
service  rather  than  by  authorizing  truck  service. 

ORDER. 

A  public  hearing  having  been  held  upon  the  above  entitled  applica- 
tion, the  matter  being  submitted  and  ready  for  decision: 

The  Railroad  Commission  hereby  declares  that  public  convenience 
and  necessity  do  not  require  the  operation  by  Thomas  Morgan  of  an 
automobile  truck  service  between  Los  Angeles,  Calexico,  and  certain 
Imperial  Valley  points  south  of  Mecca ; 

It  is  hereby  ordered,  that  the  application  be  and  it  is  hereby  denied. 

Dated  at  San  Francisco,  California,  this  thirty-first  day  of  October, 
1921. 


Decision  No.  9688. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  HUMBOLDT  TRANSIT 
(^OMPAXy,  A  CORPORATION,  FOR  AN  ORDER  PERMITTING  IT  TO 
DISCONTINUE  ITS  SERVICE  AND  TO  SELL  ITS  OPERATIVE  PROP- 
ERTIES TO  THE  CITY  OF  EUREKA,  A  MUNICIPAL  CORPORATION. 


Application  No.  7227. 
Decided  October  31,  1921. 


Myriek  and  Decring  and  Hcoit,  for  Applicant. 
Benedict,  Commissioner. 
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OPINION. 

Huraboldt  Transit  Company,  in  this  proceeding,  asks  permission  to 
sell  for  the  sum  of  $75,000  all  of  its  operative  properties  to  the  city  of 
Eureka  and  to  discontinue  the  operation  of  its  street  railway. 

It  appears  from  the  record  that  at  an  election  held  on  the  twentieth 
day  of  June,  1921,  the  electors  of  the  city  of  Eureka  authorized  a 
bonded  indebtedness  in  the  sum  of  $130,000  for  the  acquisition,  con- 
struction and  completion  of  a  certain  revenue  producing  public 
improvement,  to  wit,  a  street  railroad,  including  the  acquisition  of  the 
street  car  system  of  the  Humboldt  Transit  Company,  together  with 
the  appurtenances  thereof  and  all  other  property  used  in  connection 
with  the  same,  including  also  the  purchase  of  additional  equipment  for 
the  said  street  car  system. 

At  the  election  2514  votes  were  cast  in  favor,  and  446  against  the 
authorized  bonded  debt  of  $130,000. 

The  record  shows  that  the  Humboldt  Transit  Company  has  offered 
to  sell  its  operative  properties  to  the  city  of  Eureka  for  tbe  sum  of 
$75,000.    This  offer  has  been  accepted  by  the  city. 

Applicant  has  defaulted  in  the  payment  of  its  bond  interest.  Appli- 
cant's financial  condition  is  set  forth  in  Decision  No.  9020,  dated  May 
28,  1921,  in  Application  No.  6727.  On  October  15,  1921,  the  Superior 
Court  in  and  for  the  County  of  Humboldt  made  an  order  directing 
that  the  properties  of  the  IIuml)oldt  Transit  Company  be  sold  on 
December  19,  1921.  It  is  the  intention  of  the  city  of  Eureka  to  acquire 
the  operative  properties  at  such  sale.  It  is  believed  that  the  non- 
operative  properties  will  be  acquired  by  an  individual  or  a  committee 
representing  the  bondholders. 

I  am  satisfied  that  this  application  should  be  granted  and  submit 
the  following  form  of  order : 

ORDER. 

Humboldt  Transit  Company,  having  applied  to  the  Railroad  Com- 
mission to  sell  all  of  its  operative  properties  to  the  city  of  Eureka  and 
discontinue  service,  a  public  hearing  having  been  held  and  the  Com- 
mission being  of  the  opinion  that  this  application  should  be  granted; 

It  is  hereby  ordered,  that  Humboldt  Transit  Company  be  and  it  is 
hereby  authorized  to  sell  on  or  before  February  1,  1922,  to  the  city 
of  Eureka  for  $75,000  all  of  its  operative  properties,  and  to  discontinue 
the  operation  of  its  street  railway  system. 

It  is  hereby  further  ordered,  that  Humboldt  Transit  Company  shall 
file  with  the  Commission  within  thirty  days  after  the  transfer  of  the 
properties  herein  authorized,  a  copy  of  the  deed  under  which  title  to 
the  properties  is  transferred  to  the  city  of  Eureka. 
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The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirty-first  day  of  October, 
1921. 


Decision  No.  9690. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  CONELAND  WATER  COM- 
PANY, A  CORPORATION,  FOR  AN  ORDER  FIXING  JUST,  REASON- 
ABLE AND  NONDISCRIMINATORY  RATES  FOR  WATER. 


Application  No.  6680. 
Decided  November  4,  1921. 


Water  UrajTY— Juwswction. — The  fact  that  the  company,  at  an  eariy  stage  in 
its  operation,  did  make  sales  of  water  to  others  outside  of  the  land  sold  by  the 
Ja)9  Molinos  Land  Company  (the  holding  company),  is  held  to  characterize  die 
enterprise  as  one  of  public  rather  than  private  interest. 

Richard  C.  Harrison  and  Douglas  Brookman,  for  Applicant 

McCoy  and  Oans,  by  A.  M.  McCoy,  for  Los  Molinos. 

Fred  C.  Pugh,  for  A.  McCullough  and  other  water  users. 

F,  L,  Butterway,  for  W.  P.  Saulsbury,  R.  T.  Moorehonse  and  others. 

By  the  Commission. 

OPINION. 

Coneland  Water  Company,  applicant  herein,  is  engaged  in  the  busi- 
ness of  furnishing  water  for  irrigation  purposes  in  the  vicinity  of  Los 
Molinos,  Tehama  County,  and  applies  for  authority  to  increase  its 
rates.  Applicant  alleges  that  the  present  rates  are  discrimmatory 
because  of  certain  contracts  with  its  consumers,  and  are  noncompen- 
satory as  they  do  not  yield  sufficient  revenue  to  produce  maintenance 
and  operating  expenses.  It  is  further  alleged  that  the  contracts  which 
are  the  basis  of  the  present  rates  provide  for  the  delivery  of  one-fifth 
of  a  miner's  inch  of  water  per  acre  but  that  the  lands  irrigated  require 
a  larger  quantity  and  that  an  adequate  quantity  has  always  been 
delivered.  Wherefore  the  Commission  is  asked  to  establish  a  reason- 
able rate  either  on  the  old  basis  of  one-fifth  of  an  inch  per  acre  or 
otherwise,  and  to  determine  if  any  portion  of  the  supply  is  available 
for  the  irrigation  of  other  lands  than  those  which  have  heretofore  been 
supplied. 

In  answer  to  the  petition  for  increase  of  rates  a  number  of  con- 
sumers filed  a  protest,  in  which  they  raised  the  question  of  jurisdic- 
tion and  claimed  that  they  were  entitled  to  receive  the  water  as  a  mat- 
ter of  private  contract.  In  addition  there  was  filed  at  the  time  of 
hearing  a  counter  petition  on  behalf  of  a  large  number  of  other  con- 
sumers of  the  company,  from  which  it  appears  that  they  are  willing 
to  accede  to  the  jurisdiction  of  the  Commission  and  to  a  reasonable 
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increase  in  rates,  upon  the  condition  that  the  amount  of  water  fur- 
nished would  be  increased,  and  that  the  additional  revenues  derived 
from  such  increased  rates  would  be  used  by  the  company  for  the  repair 
of  its  ditches  and  other  improvements  of  its  distributing  system. 

Public  hearings  were  held  in  Los  Molinos  and  San  Francisco  before 
Examiner  Gordon,  evidence  taken  and  the  matter  submitted. 

The  question  of  the  jurisdiction  of  the  Commission  over  this  com- 
pany was  fully  considered  and  determined  in  two  prior  proceedings, 
namely:  Case  No.  610,  Los  Molinos  Citrus  Farms  Company  et  al,  vs. 
Coneland  Water  Company,  and  Case  No.  671,  In  the  matter  of  the 
rates  and  charges  of  the  Coneland  Water  Company  on  the  Commis- 
sion's own  motion.  These  cases  were  consolidated  for  hearing  and 
decision,  and  the  decision  thereon  was  rendered  September  4,  1915, 
Decision  No.  2742.  By  stipulation  of  the  parties  at  the  time  of  the 
hearing,  the  record  in  these  prior  proceedings  was  made  a  part  of  the 
record  herein. 

After  a  careful  review  of  all  the  evidence  both  in  this  and  the  prior 
proceedings,  it  is  our  conclusion  that  the  applicant  herein  is  a  public 
utility,  and  that  the  Commission  has  jurisdiction  to  fix  its  rates  and 
otherwise  regulate  its  operations  in  the  distribution  of  water  for  com- 
pensation to  the  public. 

Concerning  the  history  of  this  company  and  the  character  of  its 
operations,  the  Commission  made  the  following  statement  in  its  Deci- 
sion No.  2742,  above  referred  to : 

Coneland  Water  Company  was  incorporated  on  March  7,  1907.  The  articles  of 
incorporation  empower  the  corporation,  in  part,  to  engage  in  the  business  of  diverting, 
appropriating  and  supplying  water,  furnishing  the  same  for  irrigation  and  all  other 
beneficial  uses  and  purposes,  and  to  supply,  furnish  and  distribute  the  same  to  others 
for  compensation.  The  corporation  is  authorized  to  acquire  water  and  water  rights 
by  appropriation,  purchase,  condemnation,  eminent  domain  and  in  all  other  proper 
methods,  and  to  collect  rents  and  compensation  for  all  water  and  water  rights. 
Specific  authorization  is  given  to  furnish  and  supply  water  and  water  rights  to  cities, 
towns  and  farming  communities,  and  to  sell,  rent  and  distribute  the  same. 

After  referring  to  the  appropriation  of  water  by  the  predecessors  in 
interest  of  the  water  company,  the  decision  continues: 

Therefore,  I-.OS  Molinos  I^nd  Company,  which  owus  the  entire  capital  stock  of 
Coneland  Water  Company  with  the  exception  of  the  shares  to  qualify  directoi*s, 
conveyed  to  Coneland  Water  Company  water  rights,  rights  of  way,  ditches,  and  other 
property  for  the  purpose  of  enabling  Coneland  Water  Compan3^  to  distribute  and 
supply  water.     *     *     *. 

The  protestants  in  this  proceeding  are  holders  of  water  right  agree- 
ments originally  issued  to  purchasers  of  land  from  the  Los  Molinos 
Land  Company.  While  this  and  other  circumstances  suggest  in  some 
respects  an  analogy  between  this  case  and  those  wherein  so-called  water 
certificates  have  been  held  to  constitute  a  private  right,  a  consideration 
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of  all  of  the  evidence  leads  us  to  a  contrary  conclusion.  The  apparent 
intention  of  this  company  was,  from  the  outset,  to  engage  in  the  sale 
and  distribution  of  water  to  the  public  generally,  including  that  part 
of  the  public  occupying  land  sold  by  the  Los  Molinos  Land  Company. 
The  fact  that  the  water  company  did,  at  an  early  stage  in  its  operation, 
make  sales  of  water  to  others  outside  of  the  land  sold  by  the  Los 
Molinos  Land  Company,  characterizes  their  enterprise  as  one  of  public 
rather  than  private  interests.  The  further  fact  that  the  water  com- 
pany accepted  the  Commission's  Decision  No.  2742,  requiring  it  to 
deliver  water  to  the  plaintiff  in  that  proceeding,  indicates  that  its 
operations  were  recognized  as  those  of  a  public  utility. 

As  a  preliminary  consideration  to  the  determination  of  rates,  it  is 
proper  to  refer  briefly  to  the  reasonableness  and  adequacy  of  service. 
Under  the  terms  of  the  original  water  right  agreement,  each  consumer 
is  entitled  to  receive  one-fifth  miner's  inch  of  water  per  acre  per  year. 
The  evidence  clearly  indicates,  however,  that  this  quantity  of  water 
is  insufficient  to  properly  irrigate  the  lands  supplied  by  this  system. 
It  further  appears  that  the  company  has  an  adequate  supply  of  water 
and  can  readily  furnish  double  the  amount  originally  undertaken  to 
be  furnished.  The  evidence  further  shows  that  two-fifths  miner's  inch 
per  acre  per  year  is  necessary  to  properly  irrigate  the  land.  It  further 
appears  that  extensive  repairs  are  needed  on  the  company's  distribu- 
tion system  to  prevent  leakage.  This  repair  work  will  not  only  con- 
serve the  water  supply,  but  will  also  tend  to  mitigate  the  mosquito  pest 
which  has  apparently  been  a  serious  condition  for  some  years  past  in 
tliat  locality.  All  these  facts  are  referred  to  by  the  consumers,  who 
have  joined  in  the  counter  petition  herein  consenting  to  a  reasonable 
increase  in  rates,  and  asking  that  the  proceeds  therefrom  be  applied 
by  tlie  company  to  the  repair  of  its  distribution  system.  The  company 
has  agreed  to  this  condition.  The  following  agreement,  signed  by  135 
consumers  and  formally  accepted  by  the  company,  was  attached  to  the 
counter  petition  and  filed  at  the  time  of  hearing : 

It  is  hereby  understood  and  ajrreed  by  and  between  the  undersigned  water  nsers 
under  the  Coneland  Water  Company  irrigation  system,  and  the  company,  that  for  and 
in  consideration  of  the  company  agreeing  to  accept  a  rate  of  not  to  exceed  $3.50  per 
acre,  and  a  modification  of  the  present  water  contracts  as  to  amount  of  water  to  be 
furnished,  rate  and  conditions  to  be  such  as  are  approved  by  the  California  Railroad 
Commireion ;  and  the  further  agreement  to  turn  over  the  property  of  the  company  to 
a  legally  created  irrigation  district  at  any  time  within  two  (2)  years  from  April  1, 
1021.  at  a  price  of  one  hundred  and  twenty-five  thousand  dollars  ($125,000)  and 
in  the  meantime  to  spend  any  surplus  on  permanent  betterments  the  undersigned  will 
not  contest  the  granting  of  such  rate  as  the  Railroad  Commission  may  decide  to  make, 
not  in  excess  of  $3..'i0  per  acre,  which  amount  we  believe  to  be  a  fair  rate  for  both 
the  company  and  the  water  users. 

Reference  to  this  agreement  will  be  made  later  in  this  opinion. 
The  area  served  by  applicant  consists  of  approximately  13,000  acres 
of  valley  land  on  the  east  side  of  the  Sacramento  River  in  Tehama 
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County.  This  area  includes  the  tract  subdivided  by  the  Los  Molinos 
Land  Company  and  such  other  lands  as  the  applicant  has  supplied 
with  water  outside  of  this  colony  tract.  The  canal  system  necessary  to 
irrigate  this  area,  consists  of  about  125  miles  of  canals,  varying  from 
100  second-feet  to  10  second-feet  capacity,  so  arranged  that  water  can 
be  delivered  to  practically  every  10-acre  tract  within  the  area.  The 
water  supply  is  obtained  from  the  Los  Molinos  River  and  from  Ante- 
lope Creek.  Both  of  these  streams  head  on  the  slopes  of  Mount  Lassen 
and  are  supplied  largely  by  streams  rising  at  the  base  of  the  moun- 
tain. These  streams  are  noted  for  their  uniform  flow  in  the  irrigation 
season.  The  water  rights  of  the  applicant  have  been  settled  by  adjudi- 
cation or  by  agreement,  and  the  quantity  of  water  they  are  entitled  to 
divert  is  adequate  to  fully  irrigate  the  area  served  by  its  canal  system. 
Concerning  the  value  of  the  applicant's  property,  used  and  useful 
in  the  public  service  in  the  maintenance  of  this  irrigation  system,  there 
was  evidence  submitted  at  the  hearing  by  both  the  applicant  and  the 
commission,  for  the  applicant,  Mr.  Thomas  Means,  a  civil  engineer, 
submitted  an  estimate  of  the  reproduction  cost,  new,  of  the  system,  as 
of  1921.  Mr.  C.  D.  Conway,  superintendent  of  the  company,  submitted 
an  estimate  of  the  original  cost  of  the  system,  based  on  the  quantities 
and  costs  shown  hy  the  records  of  the  company.  His  testimony  shows 
that  some  of  the  construction  work  was  done  by  contract  and  some  by 
the  company  by  force  account.  A  report  was  also  filed  by  Mr.  Wm. 
Stava,  one  of  the  Commission's  hydraulic  engineers,  in  which  he  set 
forth  the  estimated  original  cost.  A  comparison  of  these  estimates  is 
shown  in  the  following  table: 


Tbos.  Means 


Reproduction, 
19Z1 


O.  D.  Conway 


Estimated 
original  cost 


Wm.  stava 


Estimated 
original  cost 


Rights  of  way 
Water  rights 
Canal   system 
Levees,  etc.  _. 
Overhead 

Total - 


$3a540  00 
26,000  00 

285,&48  00 
21,5C0  00 
5a933  00 


$26,000  0<J 

181,0©  00 

21,50)  00 

20,r58  00 


$186,908  €0 
10.75:?  00 
29  906  CO 


$425,621  00 


$240,520  00 


$216814  00 


For  the  purpose  of  this  proceeding  we  find  the  amount  estimated  by 
the  Commission's  engineers  to  be  reasonable  and  proper  as  the  valua- 
tion to  be  placed  on  the  property  of  the  applicant,  used  and  useful, 
in  the  public  service.  It  is  to  be  noted  that  no  allowance  is  made 
therein  for  rights  of  way  or  water  rights,  also  that  the  amount  allowed 
for  levees  is  one-half  of  that  shown  in  the  company's  estimate  of 
original  cost.    This  is  due  to  the  fact  that  the  leveei?  and  bank  protec- 
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tion  for  which  this  expenditure  was  made,  were  useful  in  maintaining 
and  protecting  the  ditch  system,  but  were  also  equally  useful  in  pro- 
tecting the  land  belonging  to  the  Los  Molinos  Land  Company  and 
were,  in  fact,  constructed  as  much  for  that  reason  as  for  the  protection 
of  the  ditch  system. 

There  have  been  numerous  additions  to  and  retirements  from  capital 
each  year  since  1916.  These  additions  and  retirements  consist  of 
renewals  of  wooden  structures  with  concrete  structures  and  concrete 
lining.  The  additions  to  capital  since  1916  amount  to  $14,211.  Retire- 
ments during  the  above  period  were  estimated  at  $4,054. 

Including  above  additions  and  deducting  the  retirements  from  capi- 
tal, the  estimated  present  investment  is  as  follows: 

Estimated  original  cost  as  of  December  31,  1914 $216314  00 

Additions  and  betterments,  1916-1920 14^211  00 


$231,025  00 

DedncUons  due  to  retirements 4,054  00 


Estimated  investment,  December  31,  1920 $226,971  00 

A  replacement  annuity  was  computed  on  a  6  per  cent  sinking  fund 
basis  and  amounts  to  $2,425.  It  is  estimated  that  this  sum  accumu- 
lated annually  will  provide  a  fund  to  replace  womout  properties. 

In  determining  the  proper  allowance  to  be  made  for  maintenance 
and  operation,  reference  is  made  to  the  following  tabulation,  showing 
the  operating  expenses  and  revenues  of  the  applicant  as  set  forth  in 
its  annual  reports  filed  each  year  with  the  Commission : 

Operating  Revenues. 

1916  1917  1918  1919  1920 

Irrigation ^. $12,9S5  67     $13,103  40     $14,244  47     $16^507  60     $161414  30 

Operating  Expenses. 

Operating    $6,496  18       $6,367  05       $6,168  00       $7,040  00       $7,081  51 

Maintenance 8,921  70        6,969  67        5,820  44        9,4:5  05       15,064  28 

Taxes 898  90        1.018  85  903  50  883  61         1,055  60 


Totals $16,316  78     $14,355  57      $12,894  94     $17,388  63     $23,151  39 

The  evidence  shows  that  these  amounts  include  expenditures  for 
additions  and  betterments  heretofore  referred  to,  also  attorneys'  fees 
in  the  amount  of  $372.14  in  the  year  1920,  for  a  suit  adjudicating  water 
rights,  which  is  also  a  capital  charge.  Deducting  these  items  from  the 
above  statements,  the  corrected  totals  for  operating  expenses  are  as 
follows : 

1916  1917  1918  1919  1930 

Additions  and  better- 
ments          $1,971  28       $1,945  35       $2,069  06       $3,745  79       $3,588  94 

Corrected  maintenance 
and   oDeration  14,345  60       12,510  22       ia796  91       13^612  87       19,612  45 
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Applicant  also  submitted  an  estimate  of  1921  expenses,  based  upon 
the  actual  expenditures  of  1920  and  those  of  1921  prior  to  July  first. 
The  estimate  submitted  of  $19,500  is  considered  too  high  for  the  reason 
that  it  includes  a  certain  amount  of  deferred  maintenance,  and  also 
because  it  is  based  upon  actual  cost  over  a  period  when  the  price  of 
labor  and  materials  was  at  the  peak.  A  large  portion  of  the  company's 
expenditures  for  maintenance  is  for  labor  and  team  hire.  The  prices 
paid  by  the  applicant  for  these  purposes  in  past  years  are  as  follows : 

Labor  Team  and 

per  driver 

day  per  day 

1916 $2  00  $4  00 

im  — - 4  00  6  00 

1920  5  00  7  00 

1921  - 3  50  6  00 

The  downward  trend  of  labor  cost  as  well  as  other  items  of  operating 
expenses  is  now  apparent.  In  view  of  these  conditions,  we  conclude 
that  the  sum  of  $17,000  is  the  reasonable  and  proper  maintenance 
and  operation  charge  to  be  allowed. 

Mr.  Conway,  for  applicant,  testified  that  the  irrigable  acreage  within 
the  area  covered  by  the  present  ditch  system  amounts  to  12,671  acres. 
The  average  acreage  actually  irrigated  during  the  past  two  years  is 
10,016  acres  per  season.  This  would  indicate  that  the  project  is  79 
per  cent  irrigated.  The  revenues  of  the  company  for  the  years  1919 
and  1920  are  shown  as  follows : 

1919  1920 

BiUs  sent  out $16,538  00     $17,837  GO 

Amount  collected*  to  date 16,507  50       16^414  30 

Amount  uncollected $30  60      $1,422  70 

It  developed  at  the  hearing  that  certain  lands  held  by  the  Los  Molinos 
Land  Company  have  been  furnished  with  water  without  charge,  the 
acreage  being  1507  in  the  year  1919  and  857  in  the  year  1920.  As  a 
reason  for  this  it  was  testified  by  Mr.  Jay  Lawyer,  for  applicant,  that 
the  Los  Molinos  Land  Company  had  advanced  money  each  year  to 
the  applicant  to  pay  current  expenses.  The  amount  thus  advanced  dur- 
ing 1919  was  $18,126  and  in  1920  was  $22,400.  Assuming  an  average 
of  $20,000  per  year  thus  advanced  by  the  land  company  as  working 
capital — ^not  that  such  amount  would  be  in  one  sum,  but  as  needed  from 
month  to  month — ^then  a  reasonable  interest  charge  thereon  at  7  per 
cent  would  be  $700.  The  irrigation  of  the  Los  Molinos  Land  Company's 
land  free  of  charge  was  considered  payment  for  such  advances.  It  is 
clear  that  the  land  company  profited  considerably  by  this  arrange- 
ment. The  average  acreage  irrigated  by  the  land  company  for  the  two 
years  was  1182  acres  per  season,  which,  at  the  current  rate  of  $2  per 
acre  per  season,  would  yield  to  the  water  company  $2,364  per  year. 
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It  is  clear  fhat  the  proper  way  to  have  handled  the  matter  was  to 
charge  the  Coneland  Water  Company  for  money  advanced  each  year, 
and  for  the  Coneland  Water  Company,  in  turn,  to  charge  the  land  com- 
pany for  the  acreage  irrigated.  Allowance  will  he  made  in  the  method 
of  payment  of  the  rates  hereinafter  fixed  to  provide  for  working  eapital 
in  order  to  obviate  this  dependence  upon  the  land  company  for  such 
working  capital. 

The  fair  valuation  of  the  applicant's  properties,  used  and  useful,  in 
the  public  service  in  the  maintenance  of  this  system  was  found  to  be 
$226,971.  It  was  also  shown  that  this  investment  was  made  to  supply 
water  to  an  area  which  is  at  the  present  time  only  79  per  cent  developed. 
In  determining  the  rate  base  in  this  proceeding,  therefore,  we  shall 
allow  a  return  on  79  per  cent  of  the  larger  amount  of  $226,971.  Con- 
fining the  items  that  go  to  make  up  the  estimated  annual  chaises  to 
those  which  are  considered  properly  allowable  in  this  proceeding,  we 
have  the  following  result : 

Interest  on  $179,307  at  8  per  cent $14,345  00 

Replacement  fund  (0  per  cent  sinking  fund) 2,425  00 

Maintenance  and  operating  expense 17,000  00 

Total  annual  charges $33,770  00 

This  total  of  $33,770  for  annual  charges  greatly  exceeds  the  present 
revenues  of  the  company  derived  from  the  rates  now  in  effect.  A  large 
number  of  the  consumers,  as  shown  by  the  agreement  attached  to  the 
petition,  have  agreed  to  an  increase  of  rates  not  to  exceed  $3.50  per 
acre  per  season.  It  is  interesting  to  note  that  an  estimate  of  revenue 
at  this  rate  upon  the  basis  of  10,000  acres  irrigated  land  last  season  will 
yield  an  annual  income  of  $35,000,  which  closely  approximates  the 
annual  charges  above  set  forth.  By  the  terms  of  this  agreement,  the 
income  from  such  increased  rates  will  allow  the  company  to  expend 
approximately  $16,500  per  year  (including  $2,425  depreciation)  for 
permanent  betterments.  This  sum  is,  roughly,  five  times  the  annual 
expenditures  heretofore  made  for  improvements.  The  necessity  for 
concrete  canal  linings  and  replacements  of  wooden  structures  by  con- 
crete structures  was  clearly  shown  by  the  evidence.  The  flat  grade  of 
some  portions  of  the  ditch  system  and  the  silty  character  of  the  soil 
traversed  makes  water-tight  embankments  impossible.  High  seepage 
losses,  due  to  such  conditions  and  to  the  rapid  depreciation  of  wooden 
structures,  have  tended  to  greatly  increase  maintenance  costs,  and 
waste  the  supply  available  for  irrigation. 

We  conclude  that  the  evidence  herein  clearly  shows  that  the  rates  of 
this  utility  should  be  increased,  and  that  its  service  conditions  should 
be  improved  substantially  in  accordance  with  the  agreement  between 
the  applicant  and  those  of  its  consumers  who  have  filed  a  counter  appli- 
cation herein,  consenting  to  such  increase  of  rates. 
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ORDER. 

Coneland  Water  Company  having  made  application  to  the  Railroad 
Commission  as  entitled  above,  a  public  hearing  having  been  held  and 
the  matter  being  submitted : 

It  is  hereby  found  as  a  fact  that  the  rates  now  charged  by  the  Cone- 
land  Water  Company,  in  so  far  as  they  differ  from  the  rates  herein 
established,  are  unjust  and  unreasonable,  and  that  the  rates  herein 
established  are  just  and  reasonable. rates  to  be  charged  by  said  com- 
pany for  water. 

And  basing  its  order  upon  the  foregoing  finding  of  fact  and  the 
other  statements  of  fact  contained  in  the  opinion  preceding  this  order ; 

It  is  hereby  ordered,  by  the  Railroad  Commission  of  the  State  of 
California,  that  Coneland  Water  Company  be  and  it  is  hereby  author- 
ized and  directed  to  file  with  the  Railroad  Commission  on  or  before  the 
twenty-fifth  day  of  November,  1921,  the  following  rates  for  irrigation 
water,  said  rates  to  become  eflfecftive  for  service  rendered  after  Decem- 
ber 1,  1921 : 

$1  50  per  acre,  payable  on  or  before  March  first  of  each  year. 
$2  00  per  acre,  payable  on  or  before  September  first  of  each  year. 

It  is  hereby  furtlber  ordered,  that  Coneland  Water  Company  be  and 
it  is  directed  to  file  with  the  Railroad  Commission  within  thirty  (30) 
days  from  the  date  of  this  order  a  complete  schedule  of  rules  and  regu- 
lations governing  the  distribution  and  sale  of  water  to  consumers  sup- 
plied by  it,  said  schedule  to  be  effective  on  the  date  of  its  acceptance 
for  filing  by  the  Commission. 

The  effective  date  of  this  order  is  hereby  fixed  and  designated  as  the 
twenty-fifth  day  of  November,  1921. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November, 
1921. 


Decision  No.  9691. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  ATCHISON,  TOPEKA  AND 
SANTA  FB  RAILWAY  COMPANY  WITH  RESPECT  TO  OVERHEAD 
CROSSING  AT  MOUNT  VERNON  AVENUE,  CITY  OF  SAN 
BERNARDINO. 


Application  No.  5825. 
Decided  November  4,  1921. 


JUBisDiCTiON. — It  is  held  to  be  within  the  power  of  the  Commission  to  make  an  order 
apportioning  the  expense  between  railroad  and  municipality  of  the  repair  and 
maintenance  of  a  viaduct  over  a  closed  portion  of  a  city  street. 

E.  W.  Camp  and  Robert  Brennan,  for  Applicant. 
Wm.  Guthrie,  for  City  of  San  Bernardino. 

By  the  Commission. 
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OPINION. 

The  Atchison,  Topeka  and  Santa  Fe  Railway  Company  has  applied 
for  an  order  apportioning  the  cost  of  maintenance  of  the  Mount  Vernon 
viaduct  in  San  Bernardino. 

A  public  hearing  upon  the  application  was  held  by  Examiner  West- 
over  at  San  Bernardino. 

It  appears  from  the  testimony  that  in  1907,  to  enable  the  railway 
company  to  extend  and  improve  its  yards  in  San  Bernardino,  the  city, 
by  Ordinance  No.  360,  closed  that  portion  of  Mount  Vernon  avenue 
between  Third  and  Fourth  streets  upon  condition  that  the  company 
would  build  a  viaduct  over  the  closed  portion  of  the  avenue  and  for  a 
distance  of  about  450  feet  easterly  on  Third  street,  the  company  to 
convey  to  the  city  all  of  its  right,  title  and  interest  in  the  viaduct,  giv- 
ing to  the  city  license  and  permission  to  maintain  the  viaduct  as  located 
upon  and  over  company  property  so  long  as  the  viaduct  should  be  used 
for  public  travel;  the  city  agreeing  to  maintain  the  viaduct  in  good 
condition  and  repair  at  all  times. 

Most  of  the  above  facts  are  recited  in  the  company's  deed  to  the  city, 
dated  November  5,  1908.  The  viaduct  was  accepted  '*in  condition 
satisfactory  to  the  mayor  and  common  council  of  the  city  of  San  Ber- 
nardino,'' by  resolution  and  order  of  the  mayor  and  council.  It  further 
appeared  from  the  testimony  that  the  cost  of  said  viaduct  was  about 
$57,000;  that  in  1907,  when  the  agreement  was  reached  and  before  the 
yards  were  enlarged,  there  were  not  to  exceed  six  tracks  across  Mount 
Vernon  avenue ;  that  when  the  viaduct  was  finished  in  1908  there  were 
15  tracks  across  Mount  Vernon  avenue  under  the  viaduct. 

In  the  fall  of  1916,  the  company's  frame  station  building  was 
destroyed  by  fire,  together  with  the  company's  shops  and  other  prop- 
erty. With  the  purpose  of  increasing  its  facilities  and  enlarging  its 
yards,  the  company  subsequently  acquired  land  on  the  east  and  west 
sides  of  Mount  Vernon  avenue  and  extending  southerly  a  block  to  West 
Broadway,  now  known  as  new  Third  street,  and  built  a  new  station  at 
a  cost  of  $240,000  on  the  north  side  of  West  Broadway  or  new  Third 
street,  reconstructed  its  shops  and  facilities  at  a  cost  of  over  $1,200,000, 
and  extended  the  viaduct  southerly  over  the  enlarged  yards  at  a  cost 
of  about  $69,000. 

The  additional  lands  needed  for  tracks  and  yards  were  acquired  with 
the  active  cooperation  of  the  chamber  of  commerce  of  San  Bernardino, 
which  appointed  a  committee  to  aid  in  seeing  that  fair  prices  for  lands 
were  established.  The  negotiations  with  the  city  officials  for  the  vaca- 
tion of  additional  streets  involved  numerous  interviews,  at  which  it 
appears  that  nothing  was  said  on  either  side  as  to  the  maintenance  of 
the  extended  or  new  portion  of  the  viaduct.    Plans  and  specifications 
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prepared  by  the  company,  showing  its  new  track  layout,  extended  via- 
duct, and  Other  improvements  and  portions  of  streets  to  be  vacated, 
and  other  lands  to  be  dedicated  by  it  or  its  subsidiary  for  street  pur- 
poses in  lieu  of  the  streets  vacated,  were  approved  and  adopted  by  reso- 
lution of  the  council,  and  the  company  caused  to  be  deeded  to  the  city 
for  street  purposes  by  the  Santa  Fe  Land  Improvement  Company,  a 
subsidiary  company  of  applicant,  land  which  is  not  now  part  of  new 
Third  street.  These  deeds,  resolutions  and  proceedings  relating  to 
relocation  of  the  street  and  extension  of  the  viaduct  do  not  contain  any 
reference  to  the  maintenance  of  the  new  or  old  portion  of  the  struc- 
ture. In  June,  1921,  the  city  expended  about  $5,000  in  repairing  the 
old  portion  of  the  viaduct  which  the  city  considered  had  to  be  repaired 
or  closed  on  account  of  the  condition  of  the  roadway. 

The  viaduct,  as  originally  constructed,  began  at  Fourth  street, 
extended  along  Mount  Vernon  avenue  to  Third  street,  and  thence  by 
a  right  angle  turn  to  the  east,  was  located  in  Third  street.  Beginning 
at  Fourth  street,  the  grade  ascended  at  a  rate  of  about  6  per  cent  to 
the  northerly  main  track,  was  then  level,  and  about  25  feet  above  the 
tracks  to  Third  street;  the  portion  in  Third  street  descending  to  the 
street  level  at  a  grade  of  about  6  per  cent.  When  reconstructed,  the 
level  portion  was  extended  to  the  south  about  300  feet,  the  inclined 
approach  being  near  West  Broadway  or  new  Third  street.  The  sub- 
stantial result  was  to  add  about  300  feet  to  the  level  portion,  and  move 
the  southerly  approach  southward. 

At  the  time  of  the  hearing  the  old  portion  was  badly  in  need  of 
repair,  and  it  is  clear  from  the  evidence  that  in  order  to  properly  main- 
tain the  entire  structure  in  the  future,  repairs  will,  from  time  to  time, 
have  to  be  made.  It  is  exceedingly  important  that  this  viaduct  be 
adequately  maintained,  for  if  it  should,  for  any  reason,  be  closed  to 
public  travel,  a  very  dangerous  grade  crossing  would  result,  which 
would  interfere  with  the  operation  of  trains  and  greatly  imperil  the 
safety  of  the  public  traversing  such  crossing.  The  Commission  is, 
therefore,  of  the  opinion  that  public  convenience  and  necessity  require 
that  an  order  be  made  apportioning  the  cost  of  maintaining  this 
viaduct. 

It  is  urged  by  the  city  upon  various  grounds  that  the  Commission 
is  without  jurisdiction  to  make  an  order  apportioning  cost  of  main- 
tenance of  this  viaduct.  Without  going  into  an  extensive  discussion  of 
the  legal  questions  involved,  we  are  satisfied,  upon  the  authority  of 
section  23,  article  XII  of  the  Constitution,  section  43  (6),  Public  Util- 
ities Act,  and  Civic  Center  Association  vs.  Railroad  Commission,  175 
Cal.  441,  that  it  is  within  the  power  of  the  Railroad  Commission  to 
make  an  order  apportioning  the  expense  of  the  repair  and  maintenance 
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of  the  viadnct  between  the  parties  in  such  manner  as  the  Commission 
may  deem  just. 

It  only  remains  for  the  Commission  to  determine  what  would  be  a 
fair  and  just  apportionment  of  the  cost  of  maintaining  said  conduit. 
Applicant  urges  that  the  city  is  bound  to  maintain  the  structure  by 
reason  of  the  fact  that  it  originally  contracted  to  do  so.  The  city  main- 
tains that  this  contract  Ls  ultra  vires  and  void. 

Irrespective  of  these  questions,  we  believe  that  the  Commission  has 
the  power,  under  the  authorities  above  cited,  to  divide  this  expense  in 
any  manner  that  it  deems  just.  Without  attempting  to  pass  upon  the 
validity  of  this  contract,  we  are  of  the  opinion  that  the  arrangement  to 
which  the  parties  agreed  is,  at  the  present  time  and  under  existing  cir- 
cumstances, a  fair  and  just  arrangement,  and  the  expense  will  be 
apportioned  in  accordance  therewith. 

What  has  been  said,  of  course,  applies  only  to  the  old  portion  of  the 
viaduct  and  the  equivalent  portion  as  it  stands  today.  As  to  the  part 
which  has  been  added,  the  above  considerations  do  not  necessarily 
apply.  It  is  significant,  in  view  of  the  earlier  contractual  relations 
between  the  same  parties,  that  nothing  was  said  or  \«Titten  concerning 
the  maintenance  of  the  new  and  additional  level  portion  of  the  viaduct. 
The  city  had  contracted  to  maintain  the  original  viaduct  under  very 
similar  circumstances,  but  did  not  agree  to  maintain  the  new  level 
portion.  Under  the  circumstances,  it  seems  just  to  require  the  com- 
pany to  maintain  that  portion,  and  the  order  will  so  provide. 

ORDER. 

Public  hearings  having  been  held  upon  the  above  entitled  applica- 
tion, briefs  having  been  filed  subsequent  to  the  hearings,  the  matter 
having  been  submitted  and  is  now  ready  for  decision : 

It  is  hereby  found  as  a  fact,  that  public  safety,  convenience  and 
necessity  require  the  maintenance  and  repair  of  the  overhead  crossing 
or  viaduct  over  the  tracks  of  The  Atchison,  Topeka  and  Santa  Pe  Rail- 
way Company  at  Mount  Vernon  avenue,  in  the  city  of  San  Bernardino. 

It  is  further  found  as  a  fact,  that  public  safety,  convenience  and 
necessity  require  that  an  order  be  made  by  this  Commission  apportion- 
ing the  cost  of  such  maintenance  and  repair  between  The  Atchison, 
Topeka  and  Santa  Fe  Railway  Company  and  the  city  of  San  Bernar- 
dino, in  accordance  with  the  order  hereinafter  contained;  and  basing 
its  order  upon  the  fore^foing  finclinofs  of  fact  and  upon  the  opinion 
preceding  this  order; 

It  is  hereby  ordered,  that  the  cost  of  maintenance  of  the  overhead 
crossing  or  viaduct  over  the  tracks  of  The  Atchison,  Topeka  and  Santa 
Fe  Railway  Company  at  Mount  Vernon  avenue  in  the  city  of  San 
Bernardino  be  borne  as  follows,  to  wit: 
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1.  Applicant  shall  maintain,  at  its  sole  cost  and  expense,  the  new 
level  portion  of  said  viaduct,  as  shown  outlined  in  red,  and  marked 
** Level"  on  applicant's  Exhibit  No.  1,  otherwise  described  as  that  por- 
tion of  said  viaduct  extending  along  Mount  Vernon  avenue  from  a 
point  513  feet  south  of  the  south  line  of  Fourth  street  to  a  point  39 
feet  north  of  the  north  line  of  West  Broadway. 

2.  The  city  of  San  Bernardino  shall  maintain,  at  its  sole  cost  and 
expense,  the  old  level  portion  and  both  sloping  approaches  to  both  old 
and  new  level  portions,  as  shown  on  applicant's  Exhibit  No.  1,  other- 
wise described  as  that  portion  of  said  viaduct  not  herein  ordered  to  be 
maintained  by  applicant. 

3.  The  word  ''new,"  as  used  above  in  this  order,  refers  to  those 
portions  of  said  viaduct  constructed  in  or  subsequent  to  the  year  1916. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November, 
1921. 


Decision  No.  9692. 

INVERNESS    association    FOR    FIRE    PROTECIMOX    AND    GENERAL 

BETTERMENT 
VS. 

INVERNESS     WATER     WORKS,     MRS.     JULIA     SIIAB^ER     HAMILTON. 

OWNER. 


Case  No.  1537. 
Decided  November  4,  1921. 


Water  Utility — Flat  Rates — Metered  Service. — ^The  Commission  points  out  that 
it  is  a  well  known  fact  that  the  unrostricted  use  obtaining  under  the  flat  rate 
method  of  delivery  invariably  leads  to  extravagant  use  of  water.  It  is  sug- 
gested that  the  metering  of  wasteful  users  will  effect  a  conservation  of  the 
supply  by  reducing  excessive  irrigation  and  waste  from  leaky  faucets  and  house 
fixtures. 

Beverly  L.  Hodghcad,  for  Complainant. 

Chickering  and  Gregory,  by  W.  C,  Fox,  for  Defendant. 

By  the  Commission. 

OPINION. 

The  above  entitled  proceeding  was  brought  by  the  Inverness  Associa- 
tion for  Fire  Protection  and  General  Betterment,  an  unincorporated 
association  of  property  owners  and  water  users  of  the  summer  resort 
at  Inverness,  California,  against  Inverness  Water  Works,  a  public 
utility  water  company,  engaged  in  the  business  of  supplying  water  for 
domestic  purposes  to  consumers  in  that  community. 

The  complaint  alleges  in  effect  that  defendant's  water  supply  is 
inadequate  for  the  needs  of  its  consumers  and  that  the  service  rendered 
has  been  irregular,  with  insufficient  pressures ;  that  an  additional  water 
supply  is  available  from  what  is  known  as  the  second  valley,  which 
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defendant  agreed  to  develop  when  it  became  necessary,  but  that  it  had 
not  done  so;  further,  that  certain  intake  basins  on  defendant's  system 
are  uncovered  and  maintained  in  an  unsanitary  condition. 

Complainant  asks  that  defendant  be  required  to  make  such  improve- 
ments to  its  system  as  will  enable  it  to  render  adequate  service  to  its 
consumers. 

Defendant's  answer  generally  denies  all  the  allegations  in  the  com- 
plaint, particularly  as  to  the  alleged  inadequate  supply,  asserting  that 
the  present  water  supply  is  sufficient  to  meet  the  normal  demands  on 
the  system. 

A  4)ublic  hearing  was  held  in  this  proceeding  at  Inverness  before 
Examiner  Geary. 

The  testimony  of  the  consumers  shows  that  in  the  late  summer  sea- 
sons of  1918,  1919  and  1920  a  water  shortage  existed  on  the  system, 
resulting  in  irregular  deliveries  of  water  and  inadequate  pressure  dur- 
ing periods  of  daily  peak  draft,  when  the  supply  in  the  storage  tanks 
became  exhausted.  While  a  general  water  shortage  was  not  experienced 
during  previous  seasons,  complaints  have  been  made  of  inadequate 
supply  and  pressure  by  some  consumers  residing  in  the  vicinity  of 
the  Colby  tanks,  and  receiving  service  through  the  4-inch  mains. 

It  is  noted  that  the  late  summer  flow  of  the  springs  and  creeks  from 
which  defendant  obtains  its  water  supply  had  greatly  diminished  dur- 
ing the  dry  season  by  reason  of  unusual  and  abnormally  low  rain- 
fall conditions,  which  were  not  merely  local,  but  were  general  through- 
out the  state. 

In  order  to  relieve  the  situation  defendant  in  1919  and  1920  erected 
two  additional  storage  tanks  of  10,000-gallon  capacity  each^  recon- 
structed with  concrete  two  diversion  dams,  which  were  in  a  leaky  and 
unserviceable  condition;  and  replaced  some  3000  lineal  feet  of  3-inch 
transmission  main.  The  total  tank  capacity  was  thus  increased  to 
42,000  gallons,  which  it  is  estimated  should  provide  for  approximately 
three  days'  consumption  under  normal  summer  use.  The  record  shows 
a  total  of  127  active  services,  of  which  only  four  are  metered ;  also  that 
some  35  consumers  are  permanent  residents  and  the  remainder  occupy 
their  residences  on  the  average  about  two  months  in  the  summer,  with 
occasional  week-end  visits  during  the  remainder  of  the  year.  No  large 
growth  of  the  community  is  predicted  for  the  future. 

Evidence  was  submitted  showing  excessive  and  wasteful  use  of 
water,  mainly  for  irrigation  of  gardens,  and  that  during  the  1920 
water  shortage  it  became  necessary  to  restrict  irrigation  to  certain 
hours  in  order  that  service  be  maintained. 

It  is  a  well-known  fact  that  the  unrestricted  use  obtaining  under  the 
flat  rate  method  of  delivery  invariably  leads  to  extravagant  use  of 
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water.  In  this  case  the  metering  of  wasteful  users  will  effect  a  con- 
servation of  the  supply  by  reducing  excessive  irrigation  and  waste  from 
leaky  faucets  and  house  fixtures. 

The  complaints  of  unsanitary  conditions  on  the  system  were  disposed 
of  at  the  hearing  by  a  stipulation  that  defendant  will  within  four 
weeks  install  wire  mesh  over  all  intake  basins  not  at  present  so  cov- 
ered and  that  the  temporary  earthen  dam  will  be  replaced  with  a  con- 
crete structure. 

The  investigation  and  report  of  the  hydraulic  division  of  the  Com- 
mission indicates  that  the  present  creek  supply,  with  three  days'  stor- 
age provided  and  proper  conservation  of  water  at  the  sources  and  the 
distribution  end,  should  be  sufScient  for  present  needs  and  require- 
ments of  the  community;  that  no  general  shortage  was  experienced 
during  years  of  normal  rainfall;  also  that  the  inadequate  service  and 
pressures  complained  of  appear  to  be  caused  mainly  by  insuflScient  pipe 
capacity  and  poor  circulation  of  water  in  the  distribution  mains.  The 
report  suggests  that  the  two  separate  pipe  distribution  systems  now 
leading  from  the  Colby  tanks  be  connected  up  to  form  a  single  system, 
which  together  with  certain  other  changes  and  improvements  will,  it 
is  believed,  improve  the  service  conditions  and  afford  the  desired 
relief.  i 

After  a  careful  consideration  of  all  the  evidence  submitted,  and  in 
particular  the  facts  set  out  herein,  it  is  ordered  as  follows: 

ORDER. 

Complaint  having  been  made  by  Inverness  Association  for  Fire  Pro- 
tection and  General  Betterment  against  Inverness  Water  Works,  as 
outlined  in  the  opinion  preceding  this  order,  a  public  hearing  having 
been  held  thereon  and  the  matter  having  been  submitted; 

It  is  hereby  ordered,  that  Inverness  Water  Works  install  within 
four  (4)  months  of  the  date  of  this  order  the  following  improvements 
to  its  distribution  system: 

1.  Install  on  Fones  way  at  Douglas  street  a  four-inch  connection 
between  the  two  four-inch  mains  leading  from  Colby  tanks  and  also 
similar  connection  at  Fones  way  and  Bruce  street.  In  lieu  of  said 
four-inch  connections  there  may  be  installed  two-inch  connections 
aggregating  an  equal  capacity. 

2.  Install  a  two-inch  pipe  to  connect  the  two-inch  main  on  Perth 
way  leading  from  Colby  tanks  with  the  four-inch  main  at  Perth  way 
and  Douglas  street. 

3.  Install  a  two-inch  connecting  main  between  the  lower  portions  of 
the  two  distributing  systems  leading  from  Colby  tanks,  preferably  by 
extending  the  two-inch  main  on  Summit  way  to  connect  with  the  two- 
inch  main  on  Argyle  street. 
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4.  Install  a  three-quarter-inch  connection  between  the  dead  end  of 
the  two-inch  main  on  Park  avenue  and  the  four-inch  main  at  Bruce 
street  and  Elgin  way. 

5.  Install  wire  mesh  screens  over  all  intake  basins  at  present  uncov- 
ered and  also  install  a  concrete  structure  to  replace  the  south  intake 
dam. 

It  is  hereby  further  ordered,  that  Inverness  Water  Works  shall, 
upon  completion  of  tl^e  improvements  herein  ordered,  report  in  writing 
to  this  Commission,  stating  in  detail  the  work  done. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November, 
1921. 


Decision  No.  9695. 


IN  THE  MAITER  OF  THE  APPLICATION  OF  PENINSITLA  WATER  COM- 
PANY FOR  AITHORITY  TO  INCREASE  RATFjS. 


Application  No.  6737. 
Decided  November  4,  1921. 


Ro^s  and  Ro8$,  by  H.  C.  Ross^  for  Applicant. 

J,  B,  Gordon  and  C.  A\  Kirkbride,  for  City  of  San  Mateo. 

Martin,  Commissioner. 

OPINION. 

Peninsula  Water  Company,  applicant  herein,  is  a  public  utility  water 
company  engaged  in  furnishing  water  for  domestic  and  industrial 
purposes  in  the  city  of  San  Mateo,  San  Mateo  County,  California. 

Applicant  alleges  in  effect  that  the  present  rates  are  unreasonably 
low  and  do  not  produce  sufficient  revenue  to  yield  a  fair  return  upon 
the  investment;  wherefore  applicant  asks  that  the  Railroad  Commis- 
sion make  its  order  authorizing  a  schedule  of  rates  designed  to  pro- 
duce a  fair  return  on  the  value  of  the  property  employed  in  serving 
the  public,  together  with  all  necessary  operation  and  maintenance 
expenses,  taxes  and  depreciation  annuity. 

A  public  hearing  was  held  in  the  present  proceeding  at  San  Mateo, 
San  Mateo  County,  and  a  continued  hearing  was  held  at  San  Francisco, 
of  which  all  of  applicant's  consumers  were  duly  notified  and  given  an 
opportunity  to  appear  and  be  heard. 

It  appears  that  the  San  Mateo  Water  Works,  organized  in  1885,  was 
the  first  company  to  supply  water  in  San  Mateo.  This  company  was 
succeeded  by  the  San  Mateo  Water  Company,  which  was  organized 
February  28, 1907.  The  Penninsula  Water  Company,  applicant  herein, 
was  incorporated  in  1910  and  acquired  the  property  from  the  San 
Mateo  Water  Company. 
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The  water  supply  is  obtained  from. wells  by  pumping  and  from  the 
Spring  Valley  Water  Company  through  the  ownership  of  a  water  right. 
This  water  right  provides  for  the  delivery  of  300,000  gallons  of  water 
daily  to  applicant's  reservoir.  This  supply  of  water  is  sufficient  for 
the  winter  demand,  and  furnishes  about  two-thirds  of  the  average  daily 
demand  for  the  year,  the  remainder  being  pumped  from  seven  16-inch 
wells.  The  water  pumped  from  the  wells  has  a  high  chlorine  content 
because  of  the  seepage  of  salt  water  from  San  Francisco  Bay  but  is 
made  potable  by  mixing  it  with  the  Spring  Valley  water.  The  water 
is  distributed  by  gravity  from  the  reservoir  to  about  1500  consumers, 
of  whom  about  126Q  are  metered. 

The  water  right  referred  to  was  acquired  by  the  San  Mateo  Water 
Works  from  the  Spring  Valley  Water  Company  in  1885  in  payment 
for  the  Crystal  Springs  reservoir  lands  and  the  right  to  store  and 
divert  water  from  that  source. 

The  rates  in  effect  were  established  by  the  board  of  trustees  in  1914 
and  are  as  follows : 

Flat  Rates. 

Domestic $1  25  to  ^1  50  per  month 

Small  stores 50  per  month 

Large  stores 1  00  per  month 

Offices 50  per  month 

Meier  Rates, 

Domestic  use 221  cents  per  100  cubic  feet 

City  use 26§  cents  per  1000  gallons 

Fire  Hydrants. 

Hydrants  owned  by  city $0  50  each  per  month 

Hydrants  owned  by  company 1  00  each  per  month 

At  the  hearing  Mr.  John  J.  Sharon,  for  applicant,  presented  a  report 
and  appraisal  of  the  system  showing  the  estimated  original  cost  to  be 
$324,432  and  the  reproduction  cost,  using  present  day  prices,  to  be 
$395,000.  These  amounts  include  $150,000  as  the  estimated  original 
cost  and  $205,000  as  the  estimated  reproduction  cost  of  the  water  right 
hereinbefore  referred  to.  The  report  also  recommends  a  depreciation 
annuity  of  $1,700,  computed  on  the  6  per  cent  sinking  fund  basis,  and 
the  sum  of  $17,500  for  operating  expenses. 

Mr.  D.  H.  Harroun,  one  of  the  Commission's  engineers,  presented  a 
report  covering  the  results  of  a  field  investigation,  an  appraisal  of  the 
property  and  a  study  of  the  cost  of  maintenance  and  operation.  His 
appraisal  shows  an  estimated  original  cost  of  the  physical  properties  of 
the  system,  excluding  the  water  right,  to  be  $164,721,  and  recommends 
$1,602  as  a  proper  replacement  annuity  computed  by  the  6  per  cent 
sinking  fund  method.  This  report  also  recommends  the  sum  of  $16,493 
&s  a  fair  and  reasonable  estimate  of  the  future  operation  and  mainte- 
nance expenses.     These  estimates  closely  approximate  those  submitted 
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by  applicant.  They  appear  reasonable  and  will  be  used  for  the  pur- 
poses of  this  proceeding. 

Mr.  H.  B.  Henderson,  for  the  city  of  San  Mateo,  submitted  an 
estimate  of  the  cost  of  the  water  right  in  the  sum  of  $120,000,  based 
on  the  cost  of  developing  300,000  gallons  of  water  daily  from  wells. 
It  appears  that  it  would  be  impossible  to  produce  that  quantity  o^ 
potable  water  from  wells  because  of  the  seepage  of  salt  water  from  the 
bay.  As  stated  before,  the  water  from  applicant's  wells  already  has 
a  high  chlorine  content,  and  only  a  third  of  the  quantity  used  on  the 
system  is  derived  from  that  source.  It  was  also  testified  that  the  city 
of  Burlingame,  which  is  located  adjacent  to  the  city  of  San  Mateo,  has 
been  compelled  to  abandon  its  wells  on  account  of  the  high  chlorine 
content  of  the  water  and  to  purchase  water  from  the  Spring  Valley 
Water  Company.  Therefore  it  would  appear  that  the  substitutional 
method  of  arriving  at  the  cost  of  the  water  right  is  not  applicable  in 
this  instance.  However,  the  method  suggested  by  Mr.  Sharon  of 
deducting  the  actual  cost  of  the  water  right  from  the  purchase  price, 
appears  reasonable  and  may  be  applied.  The  Peninsula  Water  Com- 
pany purchased  the  system  in  1907  for  $250,000.  The  cost  of  the 
twenty-three  acres  of  land  was  estimated  to  be  $20,250.  Depreciating 
the  estimated  original  cost  of  the  physical  properties  shows  a  value  as 
of  that  date  to  be  $79,450.  This  would  leave  $150,300  as  the  estimated 
cost  of  the  water  right.  That  this  is  a  reasonable  estimate  for  this  right 
is  shown,  by  allowing  a  return  of  8  per  cent  on  the  cost  as  a  charge  for 
the  300,000  gallons  delivered  daily,  which  would  result  in  a  rate  of  8.2 
cents  per  100  cubic  feet.  If  this  water  were  furnished  at  its  regular 
rates  by  the  Spring  Valley  Water  Company,  which  is  the  only  other 
source  of  supply,  the  water  would  cost  about  22  cents  per  100  cubic 
feet.  The  amount  of  $150,300  appears  to  be  a  reasonable  estimate  for 
the  cost  of  this  right,  and  this  amount  will  be  added  to  Mr.  Harroun's 
estimate  of  the  physical  properties,  making  the  total  estimated  invest- 
ment $315,021.  -.    r 

The  following  is  a  summary  of  the  annual  charges  as  indicated  above: 

Return  on  $315,021  at  8  per  cent $25,202  00 

Replacement  annuity,  6  per  cent  sinking  fund 1,602  00 

Maintenance  and  operation  cost 16,493  00 

Total  estimated  annual  charge .$43,297  00 

The  total  revenue  from  this  system  for  the  year  1920  was  $33,958  and 
averaged  $30,823  for  the  four  preceding  years.  It  does  not  appear 
that  there  is  reason  to  expect  any  notable  increase  in  business  in  the 
near  future.  It  would  appear  therefore  that  authority  to  increase  the 
rates  should  be  granted,  and  the  schedule  of  rates  established  in  the 
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following  order  is  designed  to  produce  annually  a  sum  sufficient  to  meet 
maintenance  and  operating  expenses,  replacement  annuity,  and  to  yield 
to  applicant  a  reasonable  return  on  its  investment. 
I  submit  the  following  form  of  order : 

ORDER. 

Peninsula  Water  Company  having  applied  to  the  Railroad  Com- 
mission for  authority  to  increase  the  rates  charged  by  it  for  water 
service  in  the  city  of  San  Mateo,  San  Mateo  County,  California,  a  public 
hearing  having  been  held,  and  the  matter  having  been  submitted : 

It  is  hereby  found  as  a  fact  that  the  rates,  and  charges  of  the  Penin- 
sula Water  Company,  in  so  far  as  they  differ  from  the  rates  herein 
established,  are  unjust  and  unreasonable,  and  that  the  rates  and  charges 
herein  established  are  just  and  reasonable  rates. 

And  basing  its  order  on  the  foregoing  finding  of  fact  and  on  the 
further  statements  of  fact  contained  in  the  opinion  which  precedes  this 
order ; 

It  is  hereby  ordered,  by  the  Railroad  Commission  of  the  State  of 
California  that  the  Peninsula  Water  Company  be  and  it  is  hereby 
authorized  and  directed  to  file  with  this  Commission  within  twenty  (20) 
days  from  the  date  of  this  order  the  follo^\'ing  rates,  said  rates  to  be 
charged  for  all  service  rendered  subsequent  to  December  1,  1921 : 

Flat  Rates.  ' 

Domestic   ^1  50  per  month 

Large  stores 1  00  per  month 

Small  stores 50  per  month 

OflSces 50  per  month 

Each  barrel  of  lime  or  coment 10 

Elach   thousand   brick 10 

Meter  Rates. 

Readiaess-to-serve  charge  to  apply  to  all  metered  services: 

t"  and  i"  meters,  per  month $0  50 

1"  metei*8,   per  mouth 1  25 

2"  meters,  per  month 3  00 

3"  meters,  per  month 4  50 

4"  meters,  per  month 6  00 

Quantity  rates,  to  apply  to  all  water  used : 

From  0  to  300  feet  per  month,  per  100  cubic  feet $0  25 

Over  3000  cubic  feet  per  month,  per  100  cubic  feet 22 

Fire  hydrants,  owned  by  city,  per  month,  each $1  00 

Fire  hydrants,  owned  by  utility,  per  month,  each 1  50 

The  quantity  charge  shall  be  in  addition  to  the  readiness-to-serve  charge. 

It  is  hereby  further  ordered,  that  the  Peninsula  Water  Company  file 
with  this  Commission  for  its  approval,  within  thirty  (30)  days  from 
the  date  of  this  order,  rules  and  regulations  to  govern  its  relations  with 
its  consumers. 
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Th^  foTfZ/JMr  oi^^nl  .n  ai*d  ori-r  mtt  i>***-ST  approT^d  and  ord^^ 
:':\^  Wk  thf  r/p.ni-jEi  aird  -.r-i^T  "f  t:.'-  Hai^rr«id  OiiiMinn  of  the  State 

I>at>-d  at  San  Fraij'-l*.-».  <'-a!:f«»mlii,  this  friorth  day  of  November, 


J<^»HN  E.  SEXTON. 

WtSKTKRN   KTATF:i«  i;AH  AND  ELEiTTlH*  <t<»MPAXY.  A  CXJRPORATIOX, 
AND  KL  lK»R-%lMi  WATER  roMPANY.  A  i^lRI-ORATION. 


Ca.se  No.  loo'A 
De^-ided  November  4,  1921. 


W\7ni  f'TIUTT--F»f.I#K  ATIO.^  OF  WaTOI — PKE^FXT  AXD  FtTrmE  UsK. — In  this 
r-^w  it  wam  «lj./*«-n  •  uai  Lb**  W«t^m  StaT*»s  Gajw  aiid  El*»rtric  Compuij  cootnctH 
Ui  ti*'l\\fr  Vj  'l:*-  KI  I^'ra'lo  Wafer  i'oai,  jdv  1m«»  minn-'s  incb^s.  of  which  20(f- 
iw'u*^  laar  :»"  fl»',i\''r#-i  for  miD'njr  u*<».  It  U  h***d  that  compiainanU  a  miner. 
i«  ♦'OtirJ*^!  a"*  a  m-^ml^^r  of  th«?  j-h!!**  within  th*  area  to  which  the  water  in 
«iij«^tiou  VI  an  (J<^!if-at"<i.  to  i^harf  in  iti^  a««*.  This  water  maj  Bot  be  withheld 
from  a  pr^^ot  ap^^ii  ant  in  ori«»r  that  futni^  coojcamers  may  be  aerred. 

U'.  }V,   Mf'Sair  aiA  7  homat  Llo'.d  L  fit  mom,  fur  <.'ooiplainant. 

CItitLeriiiq  a»t*l  Onf/^fTH.  by  Hr^a   WUIiamt.  for  We?stem  State*  Gas  and  Electric 

<  V/i/ipany. 
f{,  ir,  Hawlf^y  ari'l  ^-  />.   Marr  Orffnr.  f.ir  EI  iJorado  Water  Ccnnpany. 

Ma irri  \ ,  ^ 'om  m  'ntnin « ^*r. 

OPINION. 

This  is  a  pro«c*fdin^  brought  by  John  E.  Sextoo,  who  owns  and 
<»p^rat<'s  the  Pacific  Channel  Mine  at  Pacific,  in  El  Dorado  County, 
H'jainKt  the  Western  States  Ga«  and  Electric  Company  (hereinafter 
referre<l  to  as  the  ele<*tric  company;,  a  public  utility  corporation, 
eiijrajred  in  the  business  of  sellinor  gas,  electricitv  and  water,  and  the 
E!  Dorado  Water  Company  (hereinafter  referred  to  as  the  water  com- 
pany;, a  public  utility  c:>rporation,  engaged  in  the  business  of  selling 
water  for  domestic,  irrigation  and  mining  purposes  in  El  Dorado 
(.'ounty. 

The  complaint  alleees  in  effect  that  the  water  supply  of  defendant 
electric  company  was  dedicated  to  mining  and  other  uses  during  the 
years  1873  to  1876,  inclusive;  that  the  water  has  been  used  continuously 
since  that  time  for  public  u.se  including  mining;  that  plaintiff's  mine 
is  Iwated  near  this  company's  main  canal,  is  \iithin  the  area  served  and 
is  of  the  class  for  which  the  water  was  dedicated ;  that  repeated  demands 
have  been  made  for  water  to  operate  a  mill  at  the  mine,  which  demands 
have  been  refused ;  that  the  Pacific  Channel  Mine  is  a  drift-gold  gravel 
mine,  and  that  it  requires  forty  miner's  inches  of  water  for  twenty-four 
hourn  every  third  day  to  operate  the  mine  to  advantage;  that  said 
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defendant  has  sufficient  unused  water  running  at  all  times  in  its  main 
ditch  to  supply  plaintiff  without  depriving  any  of  its  consumers  of 
water,  and  that  more  than  forty  miner's  inches  of  water  is  permitted 
to  waste  from  the  canal  below  plaintiff's  mine,  which  waste  finds  its 
way  into  the  same  natural  channel  that  it  would  reach  after  being 
used  by  plaintiff. 

The  complaint  further  recites  that  on  or  about  May  31,  1919,  defend- 
ants herein  entered  into  an  agreement  whereby  the  water  company 
assumed  the  obligations  of  the  electric  company  for  service  of  water  for 
mining  purposes  and  that  because  of  this  agreement  plaintiff  has  also 
applied  to  water  company  for  water  and  was  refused,  wherefore 
plaintiff  asks  this  Commission  for  an  order  directing  one  or  both' 
defendants  to  furnish  the  quantity  of  water  applied  for  from  the  sur- 
plus waters  in  the  canal. 

The  answer  of  the  defendant  electric  company  alleges  in  effect  that 
it  purchased  the  El  Dorado  ditch  system  about  December,  1916,  and 
furnished  water  to  the  then  users  until  about  May,  1919,  when  defendant 
sold  that  portion  of  the  ditch  system  below  the  Fourteen  Mile  House 
tunnel  to  defendant  water  company,  and  since  that  date  has  delivered 
water  to  the  water  company  for  resale  and  distribution  according  to 
the  contract  entered  into  at  the  time  of  the  transfer;  that  the  use  of 
its  system  is  confined  to  the  wholesale  delivery  of  water  to  the  water 
company  and  to  the  generation  of  hydro-electric  energy,  to  which  latter 
use  the  system  has  been  dedicated  for  many  years,  leaving  no  water 
available  for  mining  purposes.  Defendant  denies  that  all  the  water 
appropriated  by  its  predecessors  was  dedicated  to  the  use  of  mining 
in  1876,  and  that  it  has  been  used  by  the  public  continuously  except 
the  water  appropriated  and  used  through  the  El  Dorado  ditch ;  denies 
that  there  is  any  unused  water  at  any  time  running  through  the  main 
ditch  or  that  any  water  is  permitted  to  waste.  It  is  alleged  that  any 
quantity  of  water  supplied  complainant  would  decrease  the  quantity 
furnished  the  water  company  and  defendant's  hydro-electric  plant. 
It  is  further  alleged  that  plaintiff  has  available  a  sufficient  and  inde- 
pendent supply  of  water  in  the  mine. 

The  answer  of  the  defendant  water  company  alleges  that  it  purchases 
and  receives  water  at  wholesale  from  defendant  electric  company  near 
the  Fourteen  Mile  House  tunnel ;  that  it  owns  a  canal  system  for  dis- 
tributing? this  water  below  the  said  tunnel;  that  plaintiff's  mine  is 
located  above  the  tunnel  and  above  its  distribution  system,  so  that  it  is 
impossible  to  supply  plaintiff  with  water. 

Hearings  in  the  above  proceeding  were  held  in  Placerville  and  in 
San  Francisco. 
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The  evidence  shows  that  defendant  water  company  does  purchase  its 
water  wholesale  from  defendant  electric  company,  and  that  it  receives 
and  distributes  the  water  below  plaintiff's  mine,  so  that  it  is  not  possible 
to  furnish  water  to  plaintiff  by  means  of  any  part  of  the  system  owned 
by  the  water  company. 

The  evidence  further  shows  that  the  ditch  system  was  constructed  in 
about  1875-6  for  the  purpose  of  providing  water  for  hydraulic  mining. 
Upon  the  cessation  of  this  industry  it  became  necessary  to  develop  new 
uses  of  water.  Accordingly,  water  was  furnished  for  irrigation,  domes- 
tic and  mining  purposes.  Since  1907  efforts  have  been  made  to  convert 
the  system  to  hydro-electric  uses,  and  several  corporations  have  been 
formed  for  that  purpose.  These  projects  failed  through  inability  to 
finance  them  until  the  property  was  acquired  by  the  Western  States 
Gas  and  Electric  Company.  This  company,  defendant  herein,  was 
operating^  hydro-electric  plant  on  the  south  fork  of  the  Americam  River 
below  the  town  of  Placerville,  and  after  an  investigation  of  the  proper- 
ties, purchased  the  system  for  the  purpose  of  operating  it  as  a  hydro- 
electric property  in  conjunction  with  its  original  system.  The  inten- 
tions of  this  defendant  caused  the  water  users  on  the  system  to  form 
the  El  Dorado  County  Water  Users  Association,  and  to  file  a  complaint 
before  this  Commission  to  determine  the  obligations  of  the  electric  com- 
pany to  the  users.  The  Commission's  decision  in  the  matter  held  that 
all  the  water  controlled  by  the  Western  States  Q^s  and  Electric  Com- 
pany had  been  devoted  to  public  use  and  that  there  is  no  preference 
on  the  question  of  public  use  between  irrigation  and  hydro-electric  use  \ 
that  the  obligation  of  the  utility  was  not  limited  merely  to  the  water 
delivered  to  past  consumers  but  that  it  could  be  required  to  make  reason- 
able additions  to  its  system  to  provide  new  service ;  that  the  utility  could 
devote  water  to  hydro-electric  purposes  when  service  to  existing  con- 
sumers is  provided  for. 

To  avoid  litigation  and  the  service  of  water  to  others,  the  Western 
States  Gas  and  Electric  Company  sold  to  the  El  Dorado  Water  Com- 
pany, a  company  formed  by  the  Water  Users  Association,  that  portion 
of  the  El  Dorado  ditch  system  below  the  Fourteen  MUe  House  tunnel 
for  $25,000  in  bonds  of  the  new  company,  and  agreed  to  deliver  to  that 
company  40  second-feet  or  1600  miner's  inches  of  water  for  irrigation 
use  and  five  second-feet  or  200  miner 's  inches  for  mining  use.  The  sale 
and  service  agreement  were  authorized  by  this  Commission  in  its 
Decision  No.  6436,  dated  June  25,  1919.  The  electric  company  is  now 
selling  water  to  the  water  company  on  a  wholesale  basis,  according  to 
the  terms  of  this  agreement,  and  the  latter  is  the  only  consumer  now 
being  served  with  water  from  the  El  Dorado  ditch. 
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In  support  of  their  contention  that  there  was  no  surplus  water  avail- 
able for  any  other  use  the  Western  States  Gas  and  Electric  Company 
submitted  evidence  showing  the  maximum  sqfe  capacity  of  the  ditch  to 
be  1800  miner's  inches  which  is  the  amount  they  have  contracted  to 
deliver  to  the  El  Dorado  Water  Company.  By  the  terms  of  the  con- 
ti*act  200  inches  of  water  may  be  delivered  to  the  El  Dorado  Water 
Company  for  mining  uses.  The  evidence  does  not  show  that  the  water 
company  has  ever  furnished  any  water  for  mining  uses  out  of  the  supply 
available.  The  only  water  which  it  has  ever  distributed  is  from  the 
1600  inches  available  for  agricultural  uses. 

The  records  of  the  deliveries  of  water  by  defendant  electric  company 
to  the  water  company  show  that  in  1919  the  demand  did  not  reach  the 
limit  of  1600  miner's  inches  available  for  irrigation  under  the  contract. 
In  1920  the  demand  for  1600  miner's  inches  existed  from  June  26th  to 
July  5th,  inclusive,  and  August  1st  to  August  24th,  inclusive;  and  in 
1921  from  June  21st  to  July  1st,  inclusive.  It  further  appears  that  the 
defendant  electric  cpmpany  generally  carries  1600  miner's  inches  in  the 
canal  because  from  an  operating  standpoint  it  is  necessary  to  maintain 
that  steady  flow  in  order  to  meet  the  varying  demands  of  the  water  com- 
pany. When  the  maximum  quantity  is  not  being  required  by  the 
water  company  the  excess  is  spilled  and  finds  its  way  to  the  river  from 
which  it  is  diverted  through  the  power  house  for  generation  of  electric 
power.  It  is  apparent  therefore  that  there  is  more  water  available 
through  this  system  than  is  beneficially  used  by  the  El  Dorado  Water 
Company  for  distribution  to  its  present  consumers.     - 

The  plaintiflf  is  entitled,  as  a  member  of  the  public  within  the  area 
to  which  the  water  in  question  was  dedicated,  to  share  in  its  use.  On 
the  other  hand,  it  is  equally  clear  that  these  two  utilities  should  not 
be  permitted  by  their  contract  for  the  delivery  of  the  entire  capacity 
of  the  ditch  to  the  water  company  to  withhold  the  use  of  this  water  from 
a  present  applicant  in  order  that  future  consumers  may  be  served. 

We  do  not  believe  that  the  defendant  electric  company  would  be 
justified  in  the  expenditure  necessary  to  increase  the  present  carrying 
capacity  of  its  ditch  in  order  that  water  might  be  delivered  to  the 
plaintiff  in  addition  to  the  amount  already  contracted  to  be  supplied  to 
the  El  Dorado  Water  Company.  It  is  proper  to  conclude,  however,  that 
the  water  which  plaintiff  requires  must  be  furnished  out  of  the  present 
available  supply  of  the  electric  company  as  limited  by  the  present 
capacity  of  its  ditch,  and  must  be  takea  out  of  the  amount  agreed  to  be 
furnished  to  the  water  company. 
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The  following  form  of  order  is  recommended : 

ORDER. 

John  E.  Sexton  having  filed  formal  complaint  with  the  Bailroad  Com- 
mission against  the  Western  States  Gras  and  Electric  Company  and  the 
El  Dorado  Water  Company,  public  utilities,  hearings  having  been  held 
thereon  and  evidence  submitted  and  the  matter  being  now  ready  for 
decision : 

It  is  hereby  found  as  a  fact  that  the  defendant  Western  States  Gas 
and  Electric  Company  has  available  for  public  use  and  has  dedicated  to 
the  use  of  the  public  for  mining  and  agricultural  uses  the  amount  of 
1800  miner's  inches  of  water,  which  it  has  contracted  to  sell  and  deliver 
to  the  defendant  El  Dorado  Water  Company  for  sale  and  distribution 
to  the  general  public ;  that  the  plaintiff  is  a  member  of  the  public  within 
the  area  to  which  the  use  of  said  water  is  dedicated ;  that  the  defendant 
El  Dorado  Water  Company  has  not  distributed  all  of  the  supply  avail- 
able to  it  from  the  defendant,  Western  States  Gas  and  Electric  Com- 
pany, and  that  the  supply  of  water  thus  available  to  the  water  company 
is  sufficient  to  permit  the  delivery  of  water  to  the  plaintiff  in  the  amount 
of  40  miner's  inches  from  the  main  ditch  of  the  electric  company  without 
injuriously  withdrawing  the  supply  from  the  present  consumers  of  the 
defendant  El  Dorado  Water  Company. 

And  basing  its  order  upon  the  above  findings  of  fact  and  the  further 
findings  of  fact  contained  in  the  opinion  preceding  this  order, 

It  is  hereby  ordered,  that  the  defendant  El  Dorado  Water  Company 
permit  the  delivery,  and  that  defendant  Western  States  Gas  and  Electric 
Company  deliver  to  plaintiff  40  miner's  inches  of  water  per  twenty-four 
hours  every  third  day,  or  its  equivalent  of  40  miner's  inches  for  eight 
hours  each  day,  at  a  point  of  delivery  on  its  main  ditch  most  convenient 
for  the  delivery  of  said  water  for  use  on  plaintiff's  property  known  as 
the  Pacific  Channel  mine  at  Pacific  in  El  Dorado  County,  California. 

The  amount  herein  required  to  be  delivered  to  plaintiff  shall  be  taken 
from  the  present  supply  of  18  miner's  inches  available  for  public  use 
through  the  ditch  of  the  defendant  Western  States  Gas  and  Electric 
Company,  know  as  the  El  Dorado  ditch,  referred  to  and  described  in 
the  contract  executed  by  defendants  and  approved  by  this  Commission 
in  its  Decision  No.  6436. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November, 
1921. 
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Decision  No.  9700. 

IN  THE  MATTER  OF  THE  APPLICATION  OV  SAN  DIEGO  ELECTRIC 
RAILWAY  COMPANY  FOR  AN  ORDER  AXT^HORIZING  THE  EXECU- 
TION OF  A  DEED  OF  TRUST  OR  MORTGAGE  AND  THE  ISSUE  OF 
BONDS  OF  THE  FACE  VALUE  OF  FOUR  MILLION  SEVEN  HUNDRED 
FORTY-EIGHT  THOUSAND  DOLLARS. 


Application  No.  1206. 
Decided  November  4,  1921. 


Read  G.  DiUoorih^  for  Applicant. 
RoWELL,  CammiMioner, 

FIRST  SUPPLEMENTAL  OPINION. 

On  October  6,  1914,  the  Commission  by  Decision  No.  1851  authorized 
San  Diego  Electric  Railway  Company  to  issue  and  sell  at  not  less  than 
85  per  cent  of  their  face  value  and  accrued  interest  $4,497,000  of  5 
per  cent  general  first  lien  sinking  fund  gold  bonds,  due  January  1, 
1955. 

The  company  has  heretofore  issued  $3,920,000  of  the  bonds,  leaving 
$577,000  unissued.  Under  the  Commission's  Decision  No.  9564,  dated 
September  27,  1921,  the  company  may  sell  the  $577,000  of  bonds  at 
any  time  on  or  before  October  1,  1922,  subject  to  the  condition  that 
the  proceeds  be  expended  only  for  such  purposes  as  the  Railroad  Com- 
mission may  authorize.  In  a  supplemental  petition  filed  in  the  above 
entitled  matter,  applicant  asks  permission  to  expend  the  proceeds  from 
the  sale  of  the  $577,000  of  bonds  to  reimburse  its  treasury  on  account 
of  moneys  expended  for  construction  purposes  from  February  1,  1915, 
to  December  31,  1920.  Applicant  has  filed  a  statement  in  which  it 
reports  that  from  February  1,  1915,  to  December  31,  1920,  it  expended 
for  and  charged  to  road  and  equipment  the  sum  of  $970,223.73.  While 
applicant  refers  to  having  made  these  expenditures  out  of  its  '^surplus 
funds,"  the  testimony  of  E.  J.  Burns  shows  that  the  company  tech- 
nically has  had  no  surplus  funds  and  that  it  has  been  possible  for  appli- 
cant to  make  the  expenditures  out  of  earnings  only  because  the  bond- 
holders were  agreeable  to  the  postponement  of  the  payment  of  interest 
on  their  bonds. 

At  the  hearing  the  supplemental  application  was  amended  so  as  to 
relieve  the  Commission  from  approving  the  $970,223.73  of  alleged  con- 
struction expenditures.  The  propriety  of  a  number  of  the  items 
included  therein  is  questioned  both  by  the  Commission's  department 
of  finance  and  accounts  and  the  engineering  department.  The  supple- 
mental application,  however,  can  be  granted  even  though  the  amounts 
questioned  by  the  Commission's  departments  are  eliminated  from  the 
reported  construction  expenditures. 
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During  1920  applicant,  under  authorization  of  the  Railroad  Com- 
mission, sold  its  power  plant  and  power  plant  properties  for  $1,000,000, 
payable  in  $425,000  of  bonds  and  $575,000  of  7  per  cent  preferred 
stock  of  San  Diego  Consolidated  Gas  and  Electric  Company.  Upon 
receiving  these  securities,  applicant  sold  them  to  the  J.  D.  and  A.  B. 
Spreckels  Securities  Company  for  the  total  sum  of  $863,375.  This 
money  was  used  by  applicant  to  reacquire  first  mortgage  bonds  at  85, 
and  as  a  result  of  such  use,  applicant  has  purchased  $1,015,000  of  its 
first  mortgage  bonds.  In  addition,  applicant  has  retired  through  sink- 
ing fund  and  other  payments  $305,000  of  its  first  mortgage  bonds, 
making  a  total  of  $1,320,000  of  first  mortgage  bonds  retired.  There 
remains  now  outstanding  $2,600,000  of  first  mortgage  bonds. 

In  Exhibit  **B,"  applicant  as  of  September  30,  1921,  reports  the 
reproduction  cost  less  depreciation  of  its  property  at  $4,142,709.84, 
offset  by  $1,250,000  of  outstanding  stock,  $2,600,000  of  outstanding 
bonds,  $344,103.29  in  the  depreciation  funds  and  $596,015.33  current 
liabilities.  The  granting  of  this  application  will  result  in  the  substitu- 
tion of  the  bonds  for  the  indebtedness  represented  by  current  liabilities. 

The  order  herein  will  permit  of  the  use  of  the  proceeds  obtained 
from  $577,000  of  bonds  to  pay  such  indebtedness  as  may  represent 
expenditures  on  capital  accounts  as  such  capital  accounts  are  defined 
in  the  uniform  system  of  accounts  prescribed  by  the  Railroad  Com- 
mission. 

I  herewith  submit  the  following  form  of  order: 

FIFTH   SUPPLEMENTAL  ORDER. 

San  Diego  Electric  Railway  Company  having  applied  to  the  Rail- 
road Commission  for  permission  to  expend  the  proceeds  obtained  from 
the  sale  of  $577,000  of  its  first  mortgage  bonds,  a  public  hearing  hav- 
ing been  held  and  the  Commission  being  of  the  opinion  that  its  Decision 
No.  1851,  dated  October  6,  1914,  as  amended,  should  be  modified  as 
herein  provided; 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  1851,  dated 
October  6,  1914,  as  amended,  be  and  it  is  hereby  modified  so  as  to  per- 
mit San  Diego  Electric  Railway  Company  to  use  the  proceeds  obtained 
from  the  sale  of  $577,000  of  its  5  per  cent  general  first  lien  sinking 
fund  gold  bonds,  due  January  1,  1955,  to  reimburse  its  treasury  and 
finance  in  whole  or  in  part  the  net  cost  of  construction  expenditures 
incurred  on  or  before  September  30, 1921,  or  to  pay  obligations  incurred 
on  account  of  such  expenditures. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  1851, 
dated  October  6,  1914,  as  amended,  shall  remain  in  full  force  and  effect, 
except  as  modified  by  this  fifth  supplemental  order. 
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The  foregoing  first  supplemental  opinion  and  fifth  supplemental 
order  are  hereby  approved  and  ordered  filed  as  the  first  supplemental 
opinion  and  fifth  supplemental  order  of  the  Railroad  Commission  of 
the  State  of  California. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November, 
1921. 


Decision  No.  9702. 

OTTO  H.  FETT,  A.  V.  FOERSTER  AND  HENRY  SHERIDAN 

vs, 

EMIL  FIRTH  AND  LOS  ANGELES  TRUST  AND  SAVINGS  BANK,  A 

CORPORATION. 

Case  No.  1590. 

IN   THE   MATTER   OF  THE   APPLICATION    OF   EMIL   FIRTH    FOR    AN 
ORDER  AUTHORIZING  AN  INCREASE  OF  WATER  RATES. 


Application  No.  7106. 
Decided  November  4,  1921. 


Wateb  Utility — Rate  of  Return. — It  is  held  that  where  a  tract  is  in  its  develop- 
ment stage,  the  investment  can  not  be  used  as  a  basis  for  establishing  rates. 
Consideration  must  be  given  the  value  of  the  service  and  the  ability  of  the 
consumers  to  pay. 

E.  V,  Rosenkram,  for  Defendants  and  Applicant. 

J.  J.  Denmariy  for  Complainants  and  certain  protestants. 

Benedict,  Commissioner, 

OPINION. 

Complaint  was  filed  by  certain  consumers  of  water  on  an  Emil  Pirth 
subdivision  of  land,  contiguous  to  the  city  limits  of  Los  Angeles  and 
generally  known  as  Harbor  Boulevard  Gardens,  Tract  3064.  It  is 
alleged  in  effect  that  the  defendants  are  a  public  utility;  that  as  a 
prerequisite  to  service,  contracts  must  be  signed  and  service  connec- 
tions paid  for  by  the  consumers ;  that  the  system  installed  is  of  inferior 
material  and  that  the  water  served  is  not  potable  and  is  unsanitary. 

The  application  for  an  increase  in  rates  was  filed  by  Emil  Firth 
and  alleges  that  the  present  rates  of  $1  per  month  for  1000  cubic  feet 
of  water  or  less,  and  10  cents  per  100  cubic  feet  for  additional  quan- 
tities, do  not  produce  sufficient  revenue  to  equal  the  operating  charges. 

The  above  proceedings  were  combined  for  hearing  in  Los  Angeles, 
of  which  all  consumers  were  notified  and  given  an  opportunity  to  be 
heard. 

It  appears  from  the  testimony  that  this  water  system  was  installed 
by  Emil  Pirth  about  the  year  1920  to  supply  a  tract  of  some  648  lots 
owned  by  the  Los  Angeles  Trust  and  Savings  Bank.    The  system  con- 


Digitized  by 


Google 


784  CALIFORNIA  RAILROAD  COMMISSION  DfiClSIONS. 

sists  of  a  well,  electrically-driven  pumping  plant,  a  22,000-gallon  rein- 
forced concrete  storage  tank  on  a  40- foot  tower,  and  about  5.6  miles 
of  mains.  There  are  at  present  about  25  consumers,  all  of  whom  are 
metered. 

It  was  shown  that  the  utility  had  discontinued  the  signing  of  eon- 
tracts  as  a  prerequisite  to  service  and  that  all  moneys  collected  from 
the  consumers  for  service  connections  and  meters  had  been  refunded. 
It  appears  that  the  utility  is  now  conforming  to  the  Commission's 
requirements  in  these  practices,  as  set  out  in  its  Decision  No.  2879. 

A  report  which  was  prepared  by  the  State  Board  of  Health  was  sub- 
mitted by  defendant,  showing  the  results  of  an  examination  of  samples 
of  water  drawn  from  the  system.  This  report  shows  that  the  water  is 
safe  for  drinking  purposes,  and  thus  disposes  of  the  complaint  regard- 
ing its  quality.  It  appears  that  the  odor  complained  of  is  due  to  stag- 
nation of  the  water  in  the  dead  ends  of  mains,  and  may  be  prevented 
by  frequent  flushing  of  the  mains. 

Applicant  asked  that  his  rates  be  increased  to  $1.50  per  month  for 
800  cubic  feet  or  less,  and  20  cents  per  100  cubic  feet  for  additional 
amounts.  This  was  amended  at  the  hearing  to  any  rate  the  Commis- 
sion might  establish. 

An  appraisal  of  the  system  was  presented  by  Mr.  John  Spencer,  one 
of  the  Commission's  engineers,  which  shows  the  estimated  original  cost 
to  be  $22,028,  and  estimates  the  replacement  annuity  as  $483,  computed 
by  the  6  per  cent  sinking  fund  method.  This  report  also  recommended 
$480  as  a  reasonable  operating  expense. 

Mr.  Firth  testified  that  the  plant  had  cost  $18,058  to  install.  This 
amount,  however,  did  not  include  real  estate  and  other  property  prop- 
erly chargeable  to  the  water  syste  n.  The  actual  operating  expenses 
for  seventeen  months  amounted  to  $783.45,  or  approximately  $46  per 
month.     The  revenues  for  twelve  months  amounted  to  $261. 

It  was  shown  at  the  hearing  that  the  tract  is  only  partially  settled 
and  in  its  development  stage,  and  that  the  investment  can  not  be  used 
as  a  basis  for  establishing  rates.  Consideration  must  be  given  the  value 
of  the  service  and  the  ability  of  the  consumers  to  pay.  The  rate  estab- 
lished in  the  following  order  is  comparable  to  the  rates  of  other  utilities 
operating  in  that  vicinity,  and  is  considered  reasonable  both  to  the  con- 
sumers and  the  utility. 

I  submit  the  following  form  of  order: 

ORDER. 

Otto  H.  Pett  and  others  having  made  complaint  in  the  above  entitled 
proceeding  and  Emil  Firth  having  made  application  for  increased 
rates,  public  hearings  having  been  held  in  both  proceedings  and  the 
matters  having  been  submitted : 
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It  is  hereby  found  as  a  fact  that  the  rates  charged  by  said  Emil  Firth 
are  unjust  and  unreasonable  in  so  far  as  they  differ  from  the  rates  herein 
established,  and  that  the  rates  herein  established  are  just  and  reason- 
able rates  to  be  charged  by  Emil  Firth  for  water  delivered  to  con- 
sumers in  Tract  No.  3064,  Harbor  Boulevard  Gardens,  Los  Angeles 
County. 

It  is  hereby  further  found  as  a  fact  that  service  conditions  may  be 
improved  by  providing  further  flushing  facilities  on  the  dead  ends  of 
mains. 

And  basing  its  order  upon  the  foregoing  findings  of  fact  and  upon 
the  findings  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  Emil  Firth  be  and  he  is  hereby  authorized 
and  directed  to  file  with  the  Railroad  Commission  within  twenty  (20) 
days  from  the  date  of  this  order  and  thereafter  charge  the  following 
rates  for  water  supplied  to  residents  of  Tract  3064,  Harbor  Boulevard 
Gardens : 

Monthly  Meter  Rates. 

500  cubic  feet  or  less $1  2ft 

r>00  to  1000  cubic  feet,  per  im>  cubic  feet 20 

All  in  excess  of  1000  cubic  feet,  per  100  cubic  feet 15 

Monthly  Minimum  Charge. 
f  inch  meter $1  25 

J  inch  meter 1  50 

1  inch  meter 1  75 

li  inch  meter 2  00 

It  is  hereby  further  ordered,  that  within  thirty  (30)  days  from  the. 
date  of  this  order  applicant  file  with  this  Commission,  subject  to  its 
acceptance,  a  set  of  rules  and  regulations  governing  the  service  to  its 
consumers  in  said  Tract  3064,  Harbor  Boulevard  Gardens. 

It  is  hereby  fxiHher  ordered,  that  said  defendants  shall  immediately 
install  suitable  valves  at  all  dead  ends  of  mains,  in  addition  to  present 
installation,  and  thereafter  periodically  flush  out  said  mains.  That 
in  all  other  respects  the  complaint  in  Case  No.  1590  be  and  the  same  is 
hereby  dismissed. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November, 
1921. 
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IV  TflE  MATTKE  OF  THE  APPLICATION  OF  GOLI>EX  GATE  FERRY 
rViMPA-Vy,  A  CORPOHATIOX.  FOR  A>*  ORDER  ACTBORIZtNG  IT 
TO  l?<?<f  K  fT^  CAPITAL  JHtX^K, 


ApplieatioD  Xo.  €^^16. 
De^'ided  Nov^fTiber  4,  1921. 


Um4U^  tK  fUUn,  for  Ap;>iir^nt. 

FIRrr  SUPPLEMENTAL  OPINION. 

Golden  Gate  Ferry  Company,  in  its  seeond  sapplem^ital  petition 
filed  in  the  above  entitled  matter,  ask^  permission  to  let  eontraets  for 
the  eon«truetion  of  a  ferry  boat,  ferry  slips  and  terminal  facilities  and 
to  expend  moneys  obtained  from  the  sale  of  stodL 

By  deeii^ion  No.  8511,  dated  January  3,  1921,  the  Railroad  Commis- 
sion authorized  applicant  to  issue  and  sell,  at  not  less  than  par, 
♦1/K)0,000  of  its  common  capital  stock.  The  order  in  Decision  No. 
8511  permits  applicant  to  expend  Yl\  per  cent  of  the  proceeds  from 
the  sale  of  stock  to  pay  organization  and  incorporation  exp^ises, 
attorneys,  engineering  and  brokerage  fees.  The  remaining  proceeds 
may  be  expended  only  as  authorized  by  the  Commission  in  future 
orders.  The  order  further  required  that  prior  to  the  asking  of  bids 
from  contractors,  or  the  beginning  of  construction,  applicant  file  with 
the  Commission  its  final  plans  and  specifications  of  its  proposed  ferry 
'  boats,  slips,  terminals  and  facilities. 

At  the  hearing  on  the  second  supplemental  petition,  Harry  E.  Speas, 
applicant's  vice  president,  testified  that  Grolden  Gate  Ferry  Company, 
up  to  Oct()b(5r  31,  1921,  had  issued,  or  had  bona  fide  subscriptions  for 
♦324,500  of  stock. 

Appli(!ant  desires  to  enter  into  a  contract  for  the  construction  of  a 
double  end  auto  ferry  boat  with  a  Diesel  electric  drive.  Aven  J.  Han- 
ford,  applicant's  president,  testified  that  in  his  opinion  it  would  be 
advantageous  to  applicant  to  commence  at  once  the  construction  of  the 
boat  because  of  the  advancing  price  of  ship  lumber.  The  testimony 
further  shows  that  there  is  a  demand  on  the  part  of  the  company's 
stockholders  and  of  the  general  public  for  this  proposed  auto  ferry 
service. 

Plans  and  specifications  filed  with  the  Commission  show  that  the 
proposed  vessel  will  be  a  double  shaft,  bow  and  stem  screw,  sawed 
frame  auto  ferry  boat  with  two  decks,  capable  of  carrying  approx- 
imately 85  automobiles  and  500  passengers.  The  length  over  all  of 
the  proposed  boat  will  be  220  feet,  the  breadth  over  planking  35  feet 
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8  inches;  breadth  over  guards  60  feet;  depth  moulded  at  side  17  feet  3 
inches,  and  moulded  at  ends  17  feet. 

It  is  proposed  to  equip  the  boat  with  two  500  brake  horsepower  Diesel 
engine  units  of  200-250  revolutions  per  minute,  suitable  for  direct 
connection  to  340  kilowatt  generators  and  exciters.  The  engines  are  to 
be  equipped  with  suitable  governors  so  that  the  speed  of  the  engines 
will  not  fluctuate  more  than  3  per  tjent  from  full  load  to  no  load. 

Complete  specifications  of  the  boat  and  equipments  are  filed  with  this 
second  supplemental  petition. 

Applicant  reports  that  the  boat  will  be  capable  of  traveling  about  12 
knots  an  hour  and  that  it  should  cover  the  proposed  route  in  about 
eighteen  or  twenty  minutes.  It  is  estimated  that  the  hull  will  cost  from 
$140,000  to  $150,000;  the  equipment  $150,000  and  the  engineering, 
supervision  and  architectural  fees  $25,000,  a  total  cost  of  approxi- 
mately $325,000. 

Testimony  herein  by  Harry  E.  Speas  and  Aven  J.  Hanford  shows 
that  economies  in  operation  should  be  effected  by  the  use  of  electrical 
apparatus. 

I  herewith  submit  the  following  form  of  order: 

SECOND  SUPPLEMENTAL  ORDER. 

Golden  Gate  Ferry  Company  having  applied  to  the  Railroad  Com- 
mission for  permission  to  let  a  contract  for  the  construction  of  a  ferry 
boat  and  expend  proceeds  from  the  sale  of  stock,  a  public  hearing  hav- 
ing been  held  and  the  Commission  being  of  the  opinion  that  applicant's 
request  should  be  granted; 

It  is  hereby  ordered,  that  Golden  Gate  Ferry  Company  be  and  it  is 
hereby  authorized  to  enter  into  a  contract  for  the  construction  of  a 
ferry  boat,  such  boat  to  be  built  according  to  the  plans  and  specifica- 
tions filed  with  the  Commission  in  the  second  supplemental  petition  in 
this  proceeding. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8511, 
dated  January  3,  1921,  as  amended,  be  and  it  is  hereby  modified  so  as  to 
permit  Golden  Gate  Ferry  Company  to  use  not  exceeding  $325,000  of 
the  proceeds  from  the  sale  of  the  stock  authorized  by  Decision  No. 
8511,  dated  January  3,  1921,  to  pay  the  cost  of  constructing  the  pro- 
posed boat. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8511, 
dated  January  3,  1921,  as  amended,  shall  remain  in  full  force  and 
effect,  except  as  modified  by  this  second  supplemental  order. 

The  foregoing  first  supplemental  opinion  and  second  supplemental 
order  are  hereby  approved  and  ordered  filed  as  the  first  supplemental 
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opinion  and  second  supplemental  order  of  the  Railroad  Commission  of 
the  State  of  California. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November, 
1921. 


Decision  No.  9704. 

MARY  L.  BARBINGTON 

VS. 

CRESTMORE  I^\ND  AND  WATER  COMPANY. 


Case  No.  1621. 
Decided  November  4,  1921. 


Lester  G.  King,  for  Complaitiant. 
Wallace  S.  Woodworth,  for  Defendant. 

Bt  the  Commission. 

OPINION. 

The  above  entitled  proceeding  is  a  complaint  against  the  service 
rendered  by  the  Crestmore  Land  and  Water  Company,  located  near 
Bloomington,  in  San  Bernardino  County. 

The  complaint  alleges  in  effect  that  the  property  now  owned  by 
complainant  was  purchased  from  the  Crestmore  Land  and  Water  Com- 
pany some  fourteen  years  ago,  with  the  understanding  that  the  company 
would  furnish  water  for  domestic  purposes  at  a  reasonable  rate;  that 
defendant  did  for  a  period  of  about  ten  years  furnish  complainant's 
property  with  water  and  collected  a  fee  for  this  service;  that  for  the 
past  three  years  the  complainant  has  suffered  considerable  loss  and 
inconvenience  due  to  the  fact  that  the  main  supplying  her  premises  is 
without  water  the  greater  portion  of  the  time;  that  defendant  is  in  a 
position  to  supply  an  adequate  amount  of  water  to  complainant  if  it  so 
desires.  Wherefore  complainant  asks  that  the  Commission  make  an 
order  directing  defendant  to  furnish  sufficient  water  to  reasonably  meet 
her  needs  for  domestic  purposes. 

A  public  hearing  was  held  in  this  matter  before  Examiner  Williams  at 
Los  Angeles,  of  which  all  parties  to  this  proceeding  were  notified  and 
given  an  opportunity  to  appear  and  be  heard. 

The  evidence  shows  that  the  water  system  was  installed  by  the  Crest- 
more Land  and  Water  Company  primarily  as  a  domestic  system  in 
connection  with  the  sale  of  its  property  in  the  **  Crestmore  Townsite." 
The  water  was  obtained  from  a  well  by  pumping  and  stored  in  an 
adjacent  elevated  steel  tank.  The  storage  capacity  was  later  augmented 
by  the  use  of  a  concrete  reservoir  located  some  little  distance  from  the 
well. 
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It  appears  that  the  tract  did  not  prove  a  success  as  a  townsite  sub- 
division and  the  unsold  property  and  the  water  system  were  acquired 
by  Mr.  Wallace  S.  Woodworth,  defendant  herein,  about  five  years  ago. 
Shortly  after  Mr.  Woodworth  became  interested  in  this  property  he 
began  farming  a  portion  of  it.  The  water  system  which  had  thereto- 
fore been  essentially  a  domestic  system  was  converted  into  an  irrigation 
system  to  supply  water  to  Mr.  Woodworth 's  property.  The  storage 
tank  was  taken  down,  the  reservoir  abandoned  and  the  pump  connected 
directly  to  the  mains. 

Much  testimony  was  introduced  to  show  that  previous  to  the  time 
when  the  system  was  used  to  supply  water  for  irrigation  the  complainant 
enjoyed  good  service  and  that  the  service  had  been  intermittent  subse- 
quent to  that  time,  making  it  necessary  for  complainant  to  haul  water 
from  Bloomington  a  greater  portion  of  the  time  for  the  past  year. 

It  appears  from  the  evidence  that  the  service  to  the  complainant 
should  be  improved.  To  require  the  defendant  to  maintain  good  service 
to  complainant  at  all  times  would  require  the  expenditure  of  consid- 
erable money,  and  it  is  very  evident  the  revenues  would  not  justify  this. 
Therefore  we  consider  the  most  equitable  adjustment  of  this  matter  is  to 
require  the  defendant  to  furnish  complainant  with  water  under  sufficient 
pressure  to  carry  it  into  her  house  a  portion  of  the  time  during  each  day. 
It  also  appears  that  it  would  be  agreeable  to  complainant  if  water  were 
available  to  her  each  day,  when  the  defendant  is  not  actually  irrigating. 
It  would  seem  that  the  most  practical  method  of  restoring  service  to 
complainant  is  to  require  defendant  to  restore  the  tank  that  formerly 
stood  by  the  well,  which  if  connected  to  the  system  and  used  as  a  storage 
tank,  would  insure  good  service  to  complainant  when  the  system  was  not 
devoted  to  irrigation  use. 

ORDER. 

Complaint  having  been  made  to  the  Railroad  Commission  as  entitled 
above,  a  public  hearing  having  been  held  and  the  matter  having  been 
submitted : 

It  is  hereby  found  as  a  fact  that  the  service  rendered  by  Wallace  S. 
Woodworth  to  the  complainant  herein  has  been  inadequate  and  that  the 
supply  of  water  heretofore  delivered  has  been  insufficient. 

And  basing  its  order  upon  the  foregoing  finding  of  fact  and  on  the 
other  statements  of  fact  contained  in  the  opinion  which  precedes  this 
order; 

It  is  hereby  ordered,  that  the  defendant,  Wallace  S.  Woodworth,  be 
and  he  is  hereby  directed  to  restore  a  storage  tank  at  the  pumping  plant 
of  not  less  than  five  thousand  gallon  capacity,  elevated  to  a  point  not 
less  than  twenty-five  feet  above  the  ground,  this  construction  to  be 
completed  and  water  made  available  to  complainant  in  sufficient  quan- 
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titles  to  reasonably  meet  her  needs  for  domestic  purposes  at  least  twelve 
hours  out  of  every  twenty-four,  not  later  than  December  1,  1921,  anrf 
every  day  thereafter. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November, 
1921. 


Decision  No.  9705. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  COAST  TRUCK  LINE,  A 
CORPORATION,  FOR  CERTIFICATE  OF  PUBLIC  CONVENIENCE  AND 
NECESSITY  TO  OPERATE  A  FREIGHT  AUTO  TRUCK  SERVICE 
BETWEEN  SAN  DIEGO  AND  LOS  ANGELES  BY  WAY  OF  LONG 
BEACH,  WILMINGTON  AND  SAN  PEDRO. 


Application  No.  7160. 
Decided  November  4,  1921. 


f/.  H.  Bischoffy  for  Applicant. 

Warren  E.  lAhhy,  for  Boulevard  Express. 

0.  W,  Byrer,  for  Los  Angeles  and  San  Pedro  Transportation  Company. 

James  H.  Dalyy  for  City  Transfer  and  Storage  Company,  Long  Beach  Transfer  and 

Warehouse  Company,  and  Union  Transfer  Company. 
O.  R.  Cleveland,  for  Rice  Transportation  Company. 
H.  N.  Blair,  for  Hodge  Transportation  System. 
R.  C.  Gortncr  and  T.  J.  Day,  for  Pacific  Electric  Railway  Company. 
E,  T.  Lucey,  for  Atchison,  Topepa  and  Santa  Fe  Railway  Company. 
'L.  N.  Bradshaw,  for  Southern  Pacific  Company. 

By  the  Commission. 

OPINION. 

A  public  hearing  was  held  by  Examiner  Westover  at  Los  Angeles  on 
the  above  entitled  application  to  operate  a  freight  truck  service  between 
San  Diego  and  Los  Angeles  via  Long  Beach,  Wilmington,  and  San 
Pedro,  one  round  trip  daily,  leaving  each  terminal  at  3  p.m.,  using 
twelve  hours  en  route. 

Upon  applicant's  attorney  stating  at  the  beginning  of  the  hearing 
that  there  was  no  desire  to  serve  locally  between  Los  Angeles  and  the 
other  points  in  Los  Angeles  County  mentioned  in  the  application,  but 
only  to  be  authorized  to  detour  between  Los  Angeles  and  Santa  Ana 
on  its  present  route,  and  to  serve  Huntington  Park,  Long  Beach, 
Wilmington,  and  San  Pedro  as  additional  points,  the  Los  Angeles  and 
San  Pedro  Transportation  Company  and  the  Hodge  Transportation 
System  refrained  from  protesting  and  withdrew  from  the  hearing. 

The  application  is  most  vigorously  protested  by  the  Boulevard 
Express  upon  the  stated  ground  that  applicant  at  present  has  only 
operating  rights  to  serve  Los  Angeles  and  Escondido  via  Oceanside, 
without  authority  to  serve  Oceanside  from  the  north,  and  a  separate 
right  acquired  from  a  different  source  to  serve  San  Diego  and  Oceanside 
and  four  intermediate  points  on  the  coast  route,  and  that  these  two 
operative  rights  can  not  be  so  joined  or  operated  together  as  to  authorize 
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applicant  to  serve  Los  Angeles  and  San  Diego  as  terminals  of  a  through 
route.  Even  the  applicant  does  not  claim  any  right  to  serve  locally 
between  Oceanside  and  Los  Angeles.  It  is  urged  that  the  real  purpose 
of  the  application  is  to  secure  through  operating  rights  between  Los 
Angeles  and  San  Diego. 

The  questions  raised  by  the  Boulevard  Express  are  before  the  Com- 
mission in  Case  No.  1640  of  Blair  vs.  Coast  Truck  Line ;  therefore,  this 
opinion  will  be  limited  to  an  examination  of  the  additional  need  for 
public  service  at  the  Los  Angeles  County  points  referred  to. 

There  was  no  testimony  submitted  relating  to  conditions  at  Hunting- 
ton Park  or  Wilmington,  applicant's  testimony  being  limited  to  a 
showing  of  freight  moving  to  and  from  Long  Beach  and  San  Pedro, 
which  latter  point,  with  the  harbor,  has  for  several  years  been  a  portion 
of  the  city  of  Los  Angeles,  being  connected  with  it  by  the  so-called' 
** shoestring  strip." 

Applicant  did  not  present  any  testimony  by  shippers  on  the  question. 
It  presented  a  petition  bearing  twenty-one  signatures,  apparently  con- 
sisting principally  of  business  firms  of  San  Diego,  to  the  effect  that  a 
direct  line  connecting  San  Diego  with  the  harbor  at  San  Pedro  and 
Wilmington,  and  also  with  Long  Beach  and  Huntington  Park,  would  be 
a  great  convenience  to  San  Diego ;  and  a  petition  signed  by  three  Los 
Angeles  shippers,  reciting  that  they  would  have  a  total  of  40  tons  per 
month  to  ship  **if  the  service  is  as  proposed."  It  presented  a  third 
petition  signed  by  four  Long  Beach  hotels,  expressing  the  opinion  that 
a  direct  service  from  Long  Beach  and  Huntington  Park  to  San  Diego 
*  *  will  be  a  great  convenience  to  these  cities. ' '  As  the  signers  were  not' 
present  for  examination  or  cross  examination  to  show  whether  or  not  the 
proposed  rates  and  schedules  would  meet  their  needs,  or  to  show  under 
what  conditions,  by  what  authority,  or  upon  what  representation  the 
petitions  were  signed,  or  to  show  upon  what  facts  the  expressions  of 
opinion  contained  in  the  petitions  were  based,  it  is  obvious  that  we  can 
not  accord  any  evidentiary  force  to  these  documents. 

The  remaining  testimony  presented  was  that  of  employees  of  the 
applicant  who  had  made  an  investigation  as  to  probable  traflSc.  From 
the  testimony  of  these  witnesses,  it  appears  that  motorists  traveling 
between  Long  Beach  and  San  Diego  have  occasion  to  ship  trunks  and 
baggage  by  rail  or  truck;  that  many  boat  lines  enter  Los  Angeles 
harbor  which  do  not  touch  at  San  Diego  and  have  occasion  to  ship  or 
receive  freight  to  or  from  San  Diego,  including  apples  and  potatoes  to 
San  Diego  from  points  north;  that  fresh  fish,  iced  in  boxes,  moves 
between  San  Pedro  and  San  Diego;  that  canned  fish  from  San  Diego 
and  canned  vegetables  from  Escondido  move  to  San  Pedro  for  water 
shipment  or  local  consumption,  principally  at  the  naval  base ;  that  fresh 


Digitized  by 


Google 


792  GAUFOBNIA  RAILROAD  COMMISSION  DECISIONS. 

vegetables  move  from  San  Pedro  to  Los  Angeles  and  San  Diego,  depend- 
ing upon  market  conditions ;  and  that  there  is  some  movement  of  house- 
hold furniture  between  Long  Beach  and  San  Diego.  This  testimony 
gives  very  little  indication  of  the  volume  of  any  of  this  traffic,  nor 
whether  it  is  seasonal  or  desultory.  It  is  probable  from  its  nature  that 
the  movement  of  canned  vegetables,  at  least,  would  be  seasonal  and 
perhaps  for  a  limited  season,  and  it  was  suggested  by  the  representative 
of  the  express  company  that  the  movement  of  fresh  fish  in  either  direc- 
tion was  principally  to  supply  the  local  demands  of  San  Diego  and  the 
naval  base  at  the  Los  Angeles  harbor  when  the  fish  were  not  running 
locally  at  or  near  one  point  or  the  other.  The  movement  of  household 
goods  in  truck  loads,  and  trunks  and  baggage,  are,  in  their  nature,  only 
desultory  and  occasional. 

It  further  appears  from  the  testimony  that  there  are  eight  authorized 
truck  carriers  operating  between  Las  Angeles  and  Long  Beach,  with 
equipment  consisting  of  47  trucks  and  17  trailers,  with  a  line  operating 
between  Los  Angeles  and  San  Pedro  whose  equipment  was  not  shown. 
One  of  these  lines,  that  of  City  Transfer  and  Storage  Company,  operat- 
ing between  Los  Angeles  and  Long  Beach,  has  a  truck  leaving  Long 
Beach  at  5  p.m.,  two  hours  later  thau  applicant's  schedule,  connecting 
with  the  truck  of  the  Boulevard  Express  at  Los  Angeles  and  delivering 
freight  upon  the  opening  of  business  in  San  Diego  the  following  morn- 
ing. This  permits  shipment  from  Long  Beach  two  hours  later  than  by 
the  proposed  service.  The  through  rate  is  composed  of  the  sum  of 
locals,  and  is  higher  than  the  rates  proposed  by  applicant.  However, 
a  mere  proposal  to  make  a  lower  rate  than  existing  rates  is  not  sufficient 
to  show  public  convenience  and  necessity,  although  it  may  be  an  element 
to  be  considered.  If  the  matter  of  rates  were  considered  controlling,  it 
would  be  possible  for  a  new  carrier  to  enter  the  field  and  procure  the 
bulk  of  the  business  at  the  lower  rate,  ruin  the  established  carrier,  and 
then  ask  an  increase  in  rates  sufficient  to  pay  operating  expenses  and  a 
return  upon  the  investment.  On  the  other  hand,  if  the  established  rates 
are  too  high,  shippers  are  always  at  liberty  to  file  complaint  and  bring 
about  an  investigation  of  rates  and  have  them  reduced  to  a  reasonable 
basis. 

It  also  appeared  from  the  testimony  that  the  Long  Beach  Chamber  of 
Commerce  had  caused  an  investigation  to  be  made  at  Long  Beach  of 
the  need  of  truck  service  between  Long  Beach,  Santa  Ana,  and  points 
in  Orange  County,  from  which  it  appears  that  the  retail  merchants 
stated  that  they  had  no  need  of  the  service,  and  the  manufacturers  and 
wholesalers  stated  that  they  had  some  need  but  that  rail  service  was  sat- 
isfactory. The  occasion  fpr  the  investigation  was  an  application  by 
W.  T.  Harris  seeking  authority  to  serve  between  Long  Beach  and  Orange 
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County  points.  The  witness  estimated  that  at  the  time  of  the  investiga- 
tion the  railroads  handled  about  1000  pounds  per  day,  and  he  gave  it 
as  his  opinion  that  the  business  for  San  Diego  County  points  would  not 
exceed  that  amount.  He  found  in  the  course  of  his  investigation  that 
there  was  some  tourist  baggage  to  be  moved  to  San  Diego  County  points, 
but  the  amount  was  not  large. 

The  manager  of  the  City  Van  and  Storage  Company  testified  that  he 
had  studied  the  traffic  movement  in  and  about  Long  Beach  for  five  years, 
and  he  considered  there  was  not  enough  traffic  between  Los  Angeles 
harbor,  Long  Beach  and  San  Diego  to  maintain  or  justify  such  service, 
his  conclusion  being  based  upon  an  investigation  of  the  situation  made 
by  him  with  the  expectation  of  applying  for  authority  to  establish  the 
service  if  the  facts  showed  a  public  need.  •  The  proposed  application 
was  not  filed. 

The  Rice  Transportation  Company  testified  that  its  business  between 
Long  Beach  and  Los  Angeles,  originating  at  or  destined  to  San  Diego, 
amounted  to  only  about  200  to  300  pounds  per  day;  that  it  had  con- 
templated arranging  for  joint  tariffs  and  through  routes  to  and  from 
south  and  west  Los  Angeles  beach  points  and  other  points,  and  had  been 
led  to  make  a  careful  investigation  of  traffic  conditions.  He  estimated 
that  all  household  goods  and  trunks  moved  would  average  about  1000 
pounds  per  day,  some  25  per  cent  or  30  per  cent  being  household  goods, 
which  latter  comprised  only  about  1  per  cent  of  the  witness '  business ; 
also  that  the  Mesa  Manufacturing  Company,  making  breakfast  room 
furniture,  at  Long  Beach,  stated  that  their  shipments  for  all  points 
totalled  only  about  1000  pounds  per  day. 

From  a  statement  submitted  in  evidence  by  Boulevard  Express,  it 
appears  that  of  its  entire  tonnage  capacity,  based  on  a  25  per  cent 
overload  above  manufacturer's  rating  of  truck  capacity,  and  based  on 
five  months'  experience,  ending  October  1,  1921,  91.65  per  cent  was  used 
southbound  and  31.28  per  cent  northbound,  taking  the  average  for  the 
five  months'  period. 

We  conclude  from  a  careful  analysis  of  the  testimony  that  there  is 
no  public  necessity  or  demand  for  the  service,  such  as  the  statute 
requires  before  authority  can  be  granted,  and  that  the  application  must 
be  denied. 

ORDER. 

A  public  hearing  having  been  held  on  the  above  entitled  application, 
the  matter  being  submitted  and  now  ready  for  decision : 

The  Railroad  Commission  hereby  declares  that  public  convenience  and 
necessity  do  not  require  the  operation  by  Coast  Truck  Line  of  a  motor 
truck  service  between  Los  Angeles  and  any  points  south  of  Santa  Ana, 
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serving  Huntington  Park,  Long  Beach,  Wilmington,  and  San  Pedro, 
or  either  or  any  of  them. 

It  is  hereby  ordered,  that  the  application  be  and  it  is  hereby  denied. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November, 
1921. 


Decision  No.  9709. 


IN  THE  MATTER  OF  THE  APPLICATION  OP  M.  F.  REAGAN  FOR  AN 
ORDER  AUTUORIZING  INCREASE  IN  WATER  RATES. 


Application  No.  6948. 
Decided  November  4,  1921. 


Wateb  Utility — Full  Return. — It  is  held  that  in  the  present  case  where  the 
system  was  designed  to  serve  a  real  estate  tract  which  has  never  fully 
developed  and  where  the  system  is  at  present  overt)uilt,  applicant  can  not 
reasonably  expect  a  full  return  on  the  investment  at  this  time. 

M.  F.  Reagan,  in  propria  persona. 

By  the  Commission. 

OPINION. 

The  applicant  herein  owns  and  operates  a  public  utility  water  system, 
supplying  consumers  with  water  for  domestic  purposes  in  the  unincor- 
porated town  of  Los  Alamitos,  Orange  County,  California. 

In  this  proceeding  applicant  asks  authority  to  increase  the  rates  for 
service,  alleging  in  effect  that  the  revenue  received  from  the  sale  of 
water  under  the  present  rates  do  not  equal  operating  expenses. 

A  public  hearing  was  held  before  Examiner  Williams  at  Los  Angeles, 
of  which  applicant's  consumers  were  notified  and  given  an  opportunity 
to  appear  and  be  heard. 

The  testimony  shows  that  this  water  system  was  installed  some  twenty 
years  ago  by  the  Bixby  Land  Company  in  connection  with  the  sale  of 
real  estate  in  the  town  of  Los  Alamitos.  Mr.  Reagan  came  into  posses- 
sion of  this  system  about  eight  years  ago  and  has  operated  it  independent 
of  the  sale  of  real  estate  since  that  time.  The  water  is  obtained  from 
two  wells  by  pumping  and  is  distributed  from  a  10,000  gallon  tank  to 
the  consumers. 

Mr.  J.  G.  Hunter,  one  of  the  Commission's  hydraulic  engineers,  made 
a  field  investigation  and  submitted  a  report  and  appraisal  of  the  system 
showing  the  estimated  original  cost  of  the  used  and  useful  properties 
to  be  $7,149.  The  replacement  fund  computed  by  the  sinking  fund 
method  at  6  per  cent  amounted  to  $195.  The  reasonable  annual  mainte- 
nance and  operation  expense  of  the  system  was  estimated  to  be  $1,006. 

At  present  there  are  sixty-nine  (69)  consumers  being  supplied  from 
this  water  system,  the  greater  portion  of  whom  are  Mexicans  employed 
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in  the  sugar  beet  industry.  There  is  a  ccmsiderable  variation  in  the 
use  of  water  throughout  the  year  dependent  upon  the  number  of  men 
employed  in  the  sugar  factory  and  beet  fields. 

The  present  rate  in  effect  is  $1  or  $1.25  per  month  dependent  upon 
the  use,  with  two  special  services,  one  $1.50  per  month  for  supplying 
water  for  ten  head  of  horses,  and  the  other  $2  per  month  for  the  school 
house.    All  the  services  are  on  a  flat  rate. 

The  operating  revenues  for  two  years  are  shown  as  follows: 

For  the  year  1920 $759  00 

January  1,  1921,  to  August  31,  1921  (8  mouths) 576  00 

September  1,  1920,  to  August  31,  1921 848  00 

Applicant  testified  that  he  plans  to  serve  the  Southern  Pacific  Com- 
pany with  water  for  their  engines,  which  will  materially  increase  his 
revenues. 

This  service  will  be  on  a  measured  basis  and  as  he  expects  to  meter 
his  other  consumers  applicant  asked  at  the  hearing  that  in  addition  to 
the  flat  rate  a  measured  rate  be  also  established.  This  rate  will  be  pro- 
vided for  in  the  order  following  this  opinion. 

The  evidence  shows  that  the  system  was  designed  to  serve  a  real  estate 
tract  which  has  never  fully  developed  and  for  the  present  use  is  over- 
built. For  that  reason  applicant  can  not  reasonably  expect  a  rate  that 
will  provide  a  full  return  on  the  investment  at  this  time. 

However,  it  is  apparent  that  this  is  a  case  in  which  an  increase  in 
rates  should  be  granted  and  the  rate  schedule  established  in  the  follow- 
ing order  is  designed  to  return  to  applicant  maintenance  and  operation 
expenses,  replacement  fund  and  some  interest  on  the  investment. 

ORDER. 

M.  F.  Beagan  having  made  application  to  the  Railroad  Commission 
as  entitled  above,  a  public  hearing  having  been  held  and  the  matter 
having  been  submitted : 

It  is  hereby  found  as  a  fact  that  the  rates  heretofore  in  effect  in  so 
far  as  they  differ  from  the  rates  herein  established,  are  unjust  and 
unremunerative,  and  that  the  rates  herein  established  are  just  and 
reasonable  rates. 

And  basing  its  order  on  the  foregoing  finding  of  fact  and  on  the 
further  statements  of  fact  contained  in  the  opinion  which  precedes  this 
order; 

It  is  hereby  ordered,  that  M.  F.  Reagan  be  and  is  hereby  authorized 
and  directed  to  file  with  the  Railroad  Commission  of  the  State  of  Cali- 
fornia, within  twenty  (20)  days  of  the  date  of  this  order,  the  following 
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schedule  of  rates,  said  rates  to  be  charged  for  all  water  delivered  to 
consuiners  on  and  after  December  1,  1921 : 

Flat  Rates. 

For  every  tenement  or  dwelling  house  of  5  rooms  or  less,  one  toilet,  one  bath, 

one  lot  not  over  50-foot  frontage $1  50 

Each  additional  room 10 

Each  additional  toilet,  bath  or  urinal 25 

Horses  or  cows,  each '. 25 

Each  additional  horse  or  cow 15 

Automobiles,  each 25 

Small  stores  or  shop 1  00 

Large  stores,  warehouses  or  meat  markets 1  50 

Soft  drink  parlors  or  bakeries 2  00 

Public  halls,  or  billard  parlors  with  not  more  than  one  toilet  and  one  urinal 1  50 

Each  additional  toilet  or  urinal 25 

Drug  store  without  soda  fountain 1  00 

Drug  store  with  soda  fountain 2  50 

Barber  shop,  one  chair 1  50 

Each  additional  chair . 50 

Public  bath,  one  tub 2  00 

Each  additional  tub 1  00 

Water  for  irrigation,  not  included  in  the  above  schedule,  per  square  yard 005 

Schedule  of  Meter  Rates. 
(Domestic  and  Commercial.) 

liTwttnwwi 

Slw  of  mater  moatlilj  ehuiB 

I  inch $1  25 

I  inch 1  50 

1  inch 2  00 

U  inch 3  00 

2  inch 4  00 

3  inch 5  00 

4  inch 6  00 

Monthly  meter  rate: 

From  0  to    500  cubic  feet 25  cents  per  100  cubic  feet 

500  to  1000  cubic  feet 20  cents  per  100  cubic  feet 

1000  to  5000  cubic  feet 18  cents  per  100  cubic  feet 

All  over  5000  cubic  feet 15  cents  per  100  cubic  feet 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November, 

1921. i   ^J'[D 

Decision  No.  9715. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SANTA  MONICA  BAY  HOME 
TELEPHONE  COMPANY  FOR  AN  ORDER  AUTHORIZING  THE  SALE 
OF  FIVE  THOUSAND  DOLLARS  PAR  VALUE  OF  FIVE  PER  CENT 
FIRST  MORTGAGE  BONDS  AND  ONE  HUNDRED  FIFTY  SHARES  OP 
ITS  PREFERRED  STOCK. 


Application  No.  7198. 
Decided  November  4,  1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 
Whereas,  the  Railroad  Commission,  by  Decision  No.  9637,  dated 
October  26,  1921,  authorized  Santa  Monica  Bay  Home  Telephone  C!om- 
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pany  to  issue  $5,000  of  its  first  mortgage  bonds,  $15,000  of  its  preferred 
stock  and  a  $12,500  6  per  cent  note  payable  on  or  before  three  years 
after  date;  and 

Whereas,  Condition  **2"  of  the  order  in  Decision  No.  9637  provides 
that  the  authority  therein  granted  will  not  become  effective  until  the 
Commission,  by  supplemental  order,  has  authorized  applicant  to  execute 
a  mortgage  securing  the  payment  of  the  $12,500  note ;  and 

Whereas,  Santa  Monica  Bay  Home  Telephone  Company  on  Novem- 
ber 2,  1921,  filed  with  the  Railroad  Commission  a  copy  of  a  proposed 
mortgage  securing  the  payment  of  a  6  per  cent  note  for  $12,500,  pay- 
able in  three  equal  annual  installments  of  $4,166.67; 

And  the  Railroad  Commission  being  of  the  opinion  that  applicant 
should  be  permitted  to  execute  a  mortgage  substantially  in  the  same 
form  as  the  mortgage  filed  with  the  Commission  on  November  2,  1921 ; 

It  is  hereby  ordered,  that  Santa  Monica  Bay  Home  Telephone  Com- 
pany be  and  it  is  hereby  authorized  to  execute  a  mortgage  substantially 
in  the  same  form  as  that  filed  with  the  Railroad  Commission  in  this 
proceeding  on  November  2,  1921 ;  provided 

That  the  authority  herein  granted  to  execute  a  mortgage  is  for  the 
purpose  of  this  proceeding  only  and  is  granted  in  so  far  as  this  Com- 
mission has  jurisdiction  under  the  terms  of  the  Public  Utilities  Act, 
and  is  not  intended  as  an  approval  of  said  mortgage  as  to  such  other 
legal  requirements  to  which  said  mortgage  may  be  subject. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  9637, 
dated  October  26,  1921,  shall  remain  in  full  force  and  effect,  except  as 
modified  by  this  first  supplemental  order. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November, 
1921. 


Decision  No.  9716. 

IN  THE  MATTER  OF  THE  INVESTIGATION  ON  THE  COMMISSION'S  OWN 
MOTION  OF  THE  NECESSITY  FOR  ADDITIONS,  EXTENSIONS. 
IMPROVEMENTS  TO,  OR  CHANGES  IN.  THE  EXISTING  PIxA^NT, 
EQUIPMENT  AND  FACILITIES  OF  THE  LAKE  HEMBT  WATER  COM- 
PANY TO  SECTTRE  ADEQUATE  SERVICE. 


Case  No.  1595. 
Decided  November  4J  1921. 


Hunsaker,  Briit  and  Cosgrove,  by  T.  B.  Congrote,  and  J.  M.  Clayton,  for  Lake  Hemet 

Water  Company. 
Henry  Goodcell,  of  San  Bernardino,  and   W.  G,  Irving,  of  Riverfiide,  by  Fred  L. 

Hamlin,  for  the  Consumers. 

By  the  Commission. 

SECOND  SUPPLEMENTAL  ORDER. 

The  Railroad  Commission,  in  its  Decision  No.  9297,  dated  July  27, 
1921,  required  the  Lake  Hemet  Water  Company  to  increase  its  supply 
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of  water  at  least  150  miner's  inehes  by  means  of  deaning  e^rtain  old 
wells  and  drilling  new  ones  if  necessary. 

It  appears  the  old  wells  were  cleaned  as  directed,  but  as  the  irriga- 
tion season  was  nearing  the  end  and  the  company,  realizing  that  it  had 
sufficient  water  to  satisfy  any  demands  that  might  be  made  on  it, 
asked  that  the  Commission's  order  in  Decision  No.  9279  be  modified  so 
that  it  would  not  be  put  to  the  unnecessary  exp^ise  of  further  develop- 
ment. 

A  public  hearing  was  held  in  Los  Angeles  (m  October  14,  at  which  all 
interested  parties  were  notified  and  givea  an  opportunity  to  appear 
and  object  to  a  modification  of  the  order  above  referred  to. 

No  objection  having  been  made  at  the  hearing,  the  Commission  ia  of 
the  opinion  that  the  Lake  Hemet  Water  Company  should  be  relicTcd 
of  making  any  further  development  at  the  present  time. 

It  is  hereby  ordered,  that  that  portion  of  the  order  in  Commission's 
Decision  No.  9279  remaining  unfulfilled  is  hereby  rescinded  and  that 
the  Lake  Hemet  Water  Company  is  relieved  of  any  further  develop- 
ment of  its  water  supply  at  the  present  time. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November. 
1921. 


Decision  No.  9717. 

IN  THE  MATTER  OF  THE  REORGANIZATION  OP  NORTHERN  EI^BCTRIC 
RAILWAY  COMPANY,  A  CORPORATION,  NORTHERN  ELECTRIC 
COMPANY,  A  CORPORATION,  NORTHERN  ELECTRIC  RAILWAY 
COMPANY— MAR YSVILLB  AND  COLU8A  BRANCH— A  COKFUKATION, 
AND  SACRAMENTO  AND  WOODI^ND  RAILROAD  COMPANY,  A  COR- 
PORATION. AND  OF  THE  APPLICATION  FOR  AUTHORITY  TO 
TRANSFER  THE  PROPERTIES  OF  THE  LAST-MENTIONED  COR- 
PORATIONS TO  A  NEW  CORPORATION,  AND  FOR  PERMISSION  TO 
ISSUE  STOCK  AND  BONDS  OF  THE  SAID  NEW  CORPORATION. 


Application  No.  1933. 
Decided  November  4,  1921. 


By  the  Commission. 

NINTH  SUPPLEMENTAL  ORDER. 
Sacramento  Northern  Railroad  reports  that  it  has  on  hand  $10,170.69 
realized  from  Class  **A"  bonds.  The  order  of  the  Commission  author- 
izing the  issue  of  Class  **A"  bonds  does  not  permit  the  company  to 
expend  this  money  except  for  such  purposes  as  may  be  authorized  by 
the  Commission.  Applicant  asks  permission  to  use  the  money  to  pay 
in  part  construction  expenditures  incurred  prior  to  December  30,  1920. 
It  reports  its  net  construction  expenditures  uncapitalized  up  to  Decem- 
ber 30, 1920,  at  $309,771.09.  These  expenditures  are  now  being  checked 
and  investigated  by  the  Commission's  engineering  department  and  by 
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its  department  of  finance  and  accounts.  The  examination  and  investi- 
gation by  the  Commission's  departments  have  proceeded  far  enough 
to  grant  applicant's  request;  therefore 

It  is  hereby  ordered,  that  Sacramento  Northern  Railroad  be  and  it  is 
hereby  authorized  to  use  $10,170.67  of  Class  *'A"  bond  money  to  pay 
in  part  for  the  construction  of  improvements,  additions  and  better- 
ments i-eferred  to  in  the  supplemental  petition  filed  in  the  above  entitled 
matter  on  July  26,  1921. 

It  is  hereby  fuHher  ordered,  that  the  order  in  Decision  No.  5432,  as 
amended,  dated  May  25,  1918,  shall  remain  in  full  force  and  effect, 
except  as  modified  by  this  ninth  supplemental  order. 

Dated  at  San  Francisco,  California,  this  fourth  day  of  November, 
1921. 


Decision  No.  9721. 


IN  THE  MATTER  OP  THE  APPLICATION  OF  THE  SOUTHERN  CALI- 
FORNIA GAS  COMPANY  FOR  AN  ORDER  AUTHORIZING  THE 
ISSUANCE  AND  SALE  OP  BONDS. 


Application  No.  7245. 
Decided  November  5,  1921. 


Secubities,  Issue  of — Market  Conditions. — The  Commission  held  that  in  approv- 
ing the  price  at  which  a  bond  issue  may  be  sold,  it  should  be  governed  by  the 
market  conditions  as  they  exist  at  the  time  it  passes  on  an  issue  of  securities. 
The  present  issue  of  $1,000,000  first  and  refunding  7  per  cent  bonds  was 
authorized  to  be  sold  at  not  less  than  95  per  cent  net  and  accrued  interest, 
without  the  payment  of  a  commission,  brokerage  fee  or  other  charge.  Applicant 
had  on  September  26  entered  into  a  contract  for  the  sale  of  bonds  at  93^  per 
cent.  The  (Commission  held  that  owing  to  general  improvement  in  the  bond 
market,  it  was  not  proper  to  authorize  this  issue  of  bonds  under  the  conditions 
as  they  existed  on  September  26. 

O'Melveney,  MUliken  and  Tuller,  by  Paul  Fussell,  for  Applicant. 

ROWELL,  Commissioner. 

OPINION. 

Southern  California  Gas  Company  asks  permission  to  issue  and 
pledge  with  Union  Bank  and  Trust  Company,  trustee,  under  its  first 
and  refunding  mortgage  $1,000,000  of  first  mortgage  bonds  and  to 
issue  and  sell  at  not  less  than  93^  per  cent  of  their  face  value  and 
accrued  interest  $1,000,000  of  first  and  refunding  mortgage  7  per  cent 
bonds  due  March  1,  1951. 

Applicant  has  an  authorized  stock  issue  of  $10,000,000,  divided  into 
$4,000,000  of  preferred  and  $6,000,000  of  common.  All  of  the  common 
and  $875,000  of  the  preferred  is  outstanding.  Applicant  reports 
$4,566,000  of  its  first  mortgage  and  $1,865,000  of  its  first  and  refunding 
mortgage  bonds,  or  a  total  of  $6,431,000,  of  bonds  outstanding.     In 
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addition,  applicant  reports  current  liabilities  and  accruals  of  $1,213,- 
751.26,  consisting  of  the  following: 

Notes  payable $260,448  34 

Accounts  payable: 

Audited  vouchers $300,766  64 

irnvouchered  invoices 109,843  40 

Pay  rolls 52,890  86 

Purchase  contracts 24,220  00 

Deposits  aud  prepayments 290,239  52 

777,960  42 

Accruals 175342  50 

Total $1,213,751  26 

The  record  shows  that  applicant  on  July  1,  1920,  paid  a  $20,000 
note  which  it  assumed  at  the  time  it  acquired  the  properties  of  Eco- 
nomic Gas  Company.  The  $20,000  note  was  secured  by  a  mortgage 
which  constituted  an  underlying  lien  on  applicant's  properties  for  the 
payment  of  which  note  $20,000  of  applicant's  first  mortgage  bonds  had 
been  reserved. 

At  the  time  applicant  acquired  the  properties  of  Riverside  Light  and 
Fuel  Company,  it  assumed  the  payment  of  that  company's  bonded 
indebtedness.  On  December  31,  1920,  $30,000  of  Riverside  Light  and 
Fuel  Company  bonds,  due  September  1,  1923,  were  outstanding.  These 
bonds  are  now  callable.  The  record  shows  that  applicant  has  acquired 
$18,500  of  the  $30,000  of  bonds  at  a  cost  of  $18,000.  There  are  now 
outstanding  in  the  hands  of  the  public  $11,500  of  Riverside  Light  and 
Fuel  Company  bonds.  In  order  to  obtain  a  release  and  reconveyances 
of  the  Riverside  Light  and  Fuel  Company  properties,  applicant  has 
deposited  with  the  Title  Insurance  and  Trust  Company  $13,000  of  4f 
per  cent  Victory  Loan  Bonds.  Through  the  deposit  of  the  Victory  Loan 
Bonds,  the  mortgage  securing  the  payment  of  the  bonds  of  Riverside 
Light  and  Fuel  Company  has  been  released.  It  appears  that  $30,000 
of  applicant's  first  mortgage  bonds  were  reserved  to  refund  the  $30,000 
of  Riverside  Light  and  Fuel  Company  bonds.  Applicant  now  asks  per- 
mission to  deposit  with  the  trustee  under  its  first  and  refunding  mort- 
gage the  $50,000  of  first  mortgage  bonds  heretofore  reserved  to  pay  or 
refund  the  Economic  Gas  Company  note  and  the  bonds  of  the  Riverside 
Light  and  Fuel  Company.  In  addition,  applicant  asks  permission  to 
deposit  with  the  trustee  under  its  first  and  refunding  mortgage  $950,000 
of  its  first  mortgage  bonds,  such  bonds  to  be  issued  against  actual  or 
estimated  construction  expenditures.  None  of  the  first  mortgage  bonds 
deposited  with  the  trustee  will  be  sold. 

Applicant,  however,  does  ask  permission  to  issue  and  sell  $1,000,000 
of  its  first  and  refunding  mortgage  7  per  cent  bonds  due  March  1, 
1951.  In  Schedule  *'A"  filed  in  this  proceeding,  it  reports  its  con- 
struction expenditures  to  August  31,  1921,  against  which  no  bonds 
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have  been  issued,  at  $658,086.15.  Under  its  first  and  refunding  mort- 
gage the  trustee  is  authorized  to  authenticate  bonds  equal  in  amount 
to  75  per  cent  of  the  cost  of  new  construction,  improvements  or  better- 
ments, provided  the  net  earnings  of  the  company  for  twelve  months 
out  of  the  preceding  fourteen  months  shall  have  been  not  less  than  an 
amount  sufiScient  to  show  at  least  one  and  three-fourths  times  the  inter- 
est on  all  bonds  then  outstanding  and  in  addition  the  interest  on  the 
bonds  which  the  trustee  is  asked  to  authenticate.  Seventy-five  per  cent 
of  the  $658,086.15  amounts  to  approximately  $493,000.  The  remainder 
of  the  $1,000,000  of  bonds,  namely,  $507,000,  applicant  proposes  to  sell 
and  to  deposit  the  proceeds  with  the  trustee,  and  from  time  to  time 
withdraw  such  proceeds  as  it  proceeds  with  its  construction  program, 
I'estimony  has  been  introduced  showing  that  applicant  has  construc- 
tion work  in  progress  which  will  require  $670,160.69  to  complete. 
Applicant  intends  to  pay  in  part  for  this  construction  work  through 
the  withdrawal  of  cash  obtained  from  the  sale  of  $507,000  of  first  and 
refunding  bonds. 

Applicant  asks  permission  to  sell  the  $1,000,000  of  first  and  refund- 
ing bonds  at  93^  per  cent  of  their  face  value  plus  accrued  interest. 
The  record  shows  that  on  September  26,  1921,  it  entered  into  a  con- 
tract for  the  sale  of  the  bonds  at  the  price  mentioned  subject  to  the 
condition  that  their  issue  be  authorized  by  the  Railroad  Commission. 
This  application  was  not  filed  until  October  10.  A  hearing  was  had 
on  October  15  and  the  matter  finally  submitted  on  October  28.  During 
the  interim  there  has  been  a  general  improvement  in  the  bond  market. 
I  do  not  believe  that  it  is  proper  for  the  Commission  to  authorize  this 
issue  of  bonds  under  the  conditions  as  they  existed  on  September  26. 
I  am  of  the  opinion  that  the  Commission  should  be  governed  by  the 
market  conditions  as  they  exist  at  the  time  it  passes  on  an  issue  of 
securities.  Under  present  market  conditions,  I  do  not  believe  that  appli- 
cant should  sell  the  bonds  covered  by  this  application  for  less  than  95 
per  cent  net  and  accrued  interest,  without  the  payment  of  any  com- 
mission or  brokerage  fee  of  any  kind  whatsoever. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Southern  California  Gas  Company  having  applied  to  the  Railroad 
Commission  for  permission  to  issue,  sell  and  pledge  bonds  as  recited  in 
the  foregoing  opinion,  a  public  hearing  having  been  held  and  the  Com- 
mission being  of  the  opinion  that  the  money,  property  or  labor  to  be 
procured  or  paid  for  is  reasonably  required  by  applicant  and  that  the 
expenditures  herein  authorized  are  not  in  whole  or  in  part  reasonably 
chargeable  to  operating  expenses  or  to  income ; 
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It  is  hereby  ordered,  that  Southern  California  Gas  Company  be  and 
it  is  hereby  authorized  to  issue  and  deposit  with  the  trustee  under  its 
first  and  refunding  mortgage  $1,000,000  of  its  first  mortgage  6  per  cent 
bonds,  due  November  1,  1950,  and  to  issue  $1,000,000  of  its  first  and 
refunding  mortgage  7  per  cent  bonds  due  March  1,  1951. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  The  $1,000,000  of  first  and  refunding  bonds  herein  authorized  to 
be  issued  shall  be  sold  by  applicant,  for  cash,  at  not  less  than  95  per 
cent  net  and  accrued  interest  and  without  the  payment  of  a  commis- 
sion brokerage  fee  or  other  charge. 

2.  The  proceeds  obtained  from  the  sale  of  $493,000  of  first  and 
refunding  bonds  may  be  used  by  applicant  to  pay  current  indebted- 
ness incurred  in  connection  with  the  construction  of  the  additions  and 
betterments  described  in  Exhibit  **A''  filed  in  this  proceeding.  The 
proceeds  from  the  sale  of  $507,000  of  the  first  and*  refunding  bonds 
shall  be  deposited  with  the  trustee  and  expended  for  such  purposes  as 
the  Railroad  Commission  may  hereafter  authorize. 

3.  The  authority  herein  granted  will  not  become  eflfective  until 
applicant  has  paid  the  fee  prescribed  in  section  57  of  the  Public  Util- 
ities Act,  which  fee  amounts  to  $1,000. 

4.  Southern  California  Gas  Company  shall  keep  such  record  of  the 
issue,  deposit  and  sale  of  the  bonds  herein  authorized  and  of  the  dis- 
position of  the  proceeds  as  will  enable  it  to  file  on  or  before  the  twwity- 
fifth  day  of  each  month  a  verified  report  as  required  by  the  Railroad 
Commission's  General  Order  No.  24,  which  order,  in  so  far  as  appli- 
cable, is  made  a  part  of  this  order. 

5.  The  authority  herein  granted  will  apply  only  to  such  bonds  as 
may  be  issued,  sold  and  delivered  on  or  before  December  31,  1921. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fifth  day  of  November,  1921. 


Decision  No.  9722. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  EL  SEGUNDO  WATER  COM- 
PANY, A  CORPORATION,  FOR  AN  ORDER  AUTHORIZING  INCREASE 
IN  RATES  FOR  WATER  SOLD  AND  DELIVERED  THROUGH  ITS 
SYSTEM. 


Application  No.  6840. 
Decided  November  5,  1921. 


Wateb  Utility — Overbuilt  System — Full  Return . — Held  that  where  a  system 
was  origiaally  installed  to  promote  the  sale  of  real  estate  and  is  largely  over- 
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built,  it  would  be  unfair  to  present  consumers  to  burden  them  with  the  entire 
amount  of  annual  charges  under  normal  conditions. 

Robert  M.  Clarke^  for  Applicant. 
Clyde  Woodworthf  for  Protestants. 

Benedict,  Commissioner. 

OPINION. 

El  Segundo  Water  Company,  applicant  in  the  above  entitled  pro- 
ceeding, is  a  public  utility  supplying  water  for  domestic  and  irrigation 
purposes  to  consumers  in  and  in  the  vicinity  of  El  Segundo,  Los  Angeles 
County,  California. 

Applicant  alleges  in  eflEect  that  the  revenue  produced  by  the  present 
schedule  of  rates  is  not  sufficient  to  yield  any  return  upon  its  invest- 
ment. 

A  public  hearing  was  held  in  Los  Angeles,  of  which  all  consumers 
were  notified  and  given  an  opportunity  to  be  present  and  be  heard. 

The  rates  now  in  effect  were  established  by  the  Railroad  Commission 
in  Decision  No.  8028,  in  Application  No.  4743,  dated  August  27,  1920. 
In  that  proceeding  the  Commission  found  the  estimated  original  cost 
of  the  utility's  properties  as  of  April  1,  1920,  to  be  $61,094,  and  a 
proper  replacement  annuity,  computed  by  the  6  per  cent  sinking  fund 
method,  to  be  $1,477. 

At  the  hearing  in  the  present  proceeding  Mr.  F.  H.  Van  Hoesen,  one 
of  the  Commission's  engineers,  submitted  a  report  covering  the  results 
of  a  field  and  office  examination  of  applicant's  properties.  This  report 
sliows  the  estimated  original  cost  of  the  useful  property,  as  of  July  1, 
1921,  to  be  $79,291.  This  sum  is  obtained  by  adding  to  the  estimate  of 
$61,094,  quoted  above,  the  actual  net  investment  between  the  dates 
April  1,  1920,  and  July  1,  1921,  amounting  to  $18,197.  The  proper 
replacement  annuity  applying  to  the  total  investment,  computed  by  the 
6  per  cent  sinking  fund  method,  is  shown  as  $1,972.  After  presenting 
an  analysis  of  the  maintenance  and  operation  expenses  for  the  year 
1920  and  for  the  first  six  months  of  1921,  Mr.  Van  Hoesen  recommends 
the  sum  of  $8,315  as  a  reasonable  allowance  for  these  expenses  for 
1921. 

Applicant  states  that  the  cost  of  maintenance  and  operation  for  1920 
amounted  to  $13,060.93.  It  is  found  that  included  in  this  figure  is 
$3,438.07  for  depreciation  and  other  sums  for  interest  and  donations, 
which  items  are  not  properly  chargeable  to  this  account.  Making  the 
proper  deductions,  this  charge  is  reduced  to  $9,389.36,  which  is  still 
greater  than  the  estimate  submitted  by  the  Commission's  engineer. 
Upon  full  consideration  of  the  electric  power  rate  applicable  to  this 
system,  and  other  evidence  submitted,  I  am  of  the  opinion  that  $8,815 
is  a  reasonable  allowance  for  the  annual  maintenance  and  operating 
expenses  of  this  utility. 
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The  following  is  a  summary  of  the  estimated  annual  charges,  under 
normal  conditions,  as  indicated  above: 

Return  upon  $79,291  at  8  per  cent $6^3  00 

Replacement  annuity 1,972  00 

Maintenance  and  operating  expense 8,815  00 

Total - $17,130  00 

The  total  operating  revenue  received  during  1920  was  $8,581.82,  but 
this  does  not  reflect  the  true  amount  which  will  be  secured  under  the 
present  schedule  of  rates  which  became  effective  on  September  1,  1920. 
The  Commission's  engineer  shows  an  estimate  of  the  operating  revenue 
for  1921  under  the  new  schedule  amounting  to  $8,800.  It  is  therefore 
apparent  that  the  present  rates  will  not  produce  the  annual  chaises. 
The  evidence  shows,  however,  that  the  system  was  originally  installed 
to  promote  the  sale  of  real  estate  and  is  largely  overbuilt,  and  it  would 
be  unfair  to  the  present  consumers  to  burden  them  with  the  entire 
amount  of  the  annual  charges  set  forth  above.  The  schedule  of  rates 
set  out  in  the  accompanying  order  is  designed  to  yield  sufficient  revenue 
to  cover  maintenance  and  operating  expenses,  depreciation  annuity  and 
some  return  upon  the  investment. 

I  submit  the  following  form  of  order : 

ORDER. 

El  Segundo  Water  Company  having  made  application  in  the  above 
entitled  proceeding,  a  public  hearing  having  been  held  thereon  and 
the  matter  having  been  submitted : 

It  is  hereby  found  as  a  fact  that  the  rates  now  charged  by  the  El 
Segundo  Water  Company  for  water  delivered  to  its  consumers  are 
unjust  and  unreasonable  in  so  far  as  they  differ  from  the  rates  herein 
established,  and  that  the  rates  herein  established  are  just  and  reason- 
able rates  to  be  charged  for  such  service. 

And  basing  its  order  upon  the  foregoing  finding  of  fact  and  upon 
the  findings  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  El  Segundo  Water  Company  be  and  it  is 
hereby  authorized  and  directed  to  file  with  the  Railroad  Commission 
within  twenty  (20)  days  from  the  date  of  this  order  the  following 
schedule  of  rates  to  be  charged  for  water  delivered  to  its  consumers  on 
and  after  December  1,  1921 : 

Monthly  Minimum  Charges. 

For  §  inch  by  i  inch  meter $1  20 

For  J  inch  meter 1  50 

For   1   inch   meter 2  00 

For  li  inch   meter 2  50 

For  2  inch  meter 3  00 

For  3  inch  meter 4  00 

For  4  inch  meter *^ < «-«- 5  00 
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Monthly  Meter  Rates. 

For  use  from  0  to  400  cubic  feet,  per  100  cubic  feet $0  30 

From  400  to  1000  cubic  feet,  per  100  cubic  feet 25 

From  1000  to  5000  cubic  feet,  per  100  cubic  feet 20 

All  in  excess  of  5000  cubic  feet,  per  100  cubic  feet 15 

Monthly  Fire  Hydrant  Rate, 
Fire  h5drants,  2^  inch  opening,  each ?0  50 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fifth  day  of  November,  1921. 


Decision  No.  9723. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  OLIVE  MILLING  COMPANY, 
A  CORPORATION,  FOR  AUTHORITY  TO  INCREAs^E  RATES. 


Application  No.  6768. 
Decided  November  5,  1921. 


Water  Utility — Sparsely  Settled  Area — Overbuilt  System — Full  Retltrn. — 
Where  a  distribution  system  covers  a  large  area  which  is  sparsely  settled  it  is 
held  unfair  to  require  present  consumers  to  pay  rates  sufficient  to  yield  a  full 
return  upon  the  entire  cost  of  an  overbuilt  system. 

Head  and  Rutan,  by  G.  K.  Scovclf  for  Applicant. 

Scarborough,  Forgy  and  Reinhaua,  by  //.  (/.  Forgy^  for  Consumers. 

Benedict,  Commissioner, 

OPINION. 

Olive  Milling  Company,  applicant  herein,  operates  a  public  utility 
water  plant  for  the  purpose  of  supplying  water  for  domestic  purposes 
in  OUve,  Orange  County,  and  vicinity.  In  this  proceeding  it  is  alleged 
by  applicant  that  the  revenue  received  from  its  consumers  at  the  present 
schedule  of  rates  is  not  suflScient  to  cover  operating  expenses,  deprecia- 
tion and  interest  upon  the  money  invested. 

A  public  hearing  was  held  in  this  matter  at  Olive  before  Commis- 
sioner Benedict,  of  which  all  consumers  were  notified  and  given  an 
opportunity  to  appear  and  be  heard. 

The  Olive  Milling  Company  was  incorporated  in  May,  1887,  primarily 
for  the  purpose  of  milling  flour  and  grain.  A  water  system  was  installed 
to  furnish  water  for  the  mill  and  afterward  was  extended  to  supply 
consumers  in  the  townsite  of  Olive.  Water  is  pumped  from  a  well  into 
a  concrete  distributing  reservoir  situated  on  a  high  point  of  ground 
overlooking  the  town. 

Applicant  did  not  present  an  appraisal  of  its  property. 

Mr.  F.  H.  Van  Hoesen,  one  of  the  Commission's  engineers,  presented 
a  report  covering  the  results  of  a  field  investigation,  an  appraisal  of 
the  property  and  a  study  of  the  cost  of  maintenance  and  operation. 
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His  appraisal  shows  an  estimated  original  cost  of  the  system  of  $10,558 
and  a  replacement  annuity  of  $153,  computed  by  the  6  per  cent  sinking 
fund  method.  This  report  also  recommends  the  sum  of  $1,348  as  an 
estimate  of  reasonable  annual  cost  of  maintaining  and  operating  the 
system.  These  estimates  were  not  questioned  at  the  hearing  and  appear 
fair  and  reasonable. 
The  following  is  a  summary  of  the  annual  chaises  as  indicated  above : 

Return  on  $10,508  at  8  per  cent $845  00 

Replacement  annuity 153  00 

Maintenance  and  operation  expense 1,348  00 

Total  estimated  annual  charges : $2,346  00 

The  operating  revenue  from  this  system  for  the  year  ending  April  1, 
1921,  was  $1,830.75,  of  which  amount  some  $800  was  received  from  an 
oil  well  which  was  operated  near  Olive,  but  which  has  since  been 
abandoned.  It  does  not  appear  that  there  is  reason  to  expect  any 
notable  increase  in  business  in  the  near  future.  It  would  appear  that 
applicant  is  entitled  to  an  increase  in  rates. 

However,  the  evidence  shows  that  the  distribution  system  covers  a 
large  area  which  is  very  sparsely  settled  and  it  would  be  unfair  to 
applicant's  present  consumers  to  require  them  to  pay  rates  sufficient 
to  yield  a  full  return  upon  the  entire  cost  of  this  overbuilt  system. 

The  schedule  of  rates  set  out  in  the  following  order  is  designed  to 
return  to  applicant  maintenance  and  operating  expense,  replacement 
annuity,  and  under  the  circumstances  a  fair  amount  to  apply  as  return 
on  the  investment. 

ORDER. 

Olive  Milling  C'ompany  having  made  application  for  authority  to 
increase  the  rates  for  water  served  in  and  in  the  vicinity  of  Olive, 
Orange  County,  a  public  hearing  having  been  held  and  the  matter  hav- 
ing been  submitted: 

It  is  hereby  found  as  a  fact  that  the  rates  and  charges  of  the  Olive 
Milling  Company,  in  so  far  as  they  diflPer  from  the  rates  herein  estab- 
lished, are  unjust  and  unreasonable,  and  that  the  rates  herein  established 
are  just  and  reasonable  rates  to  be  charged  for  the  service  rendered. 

And  basing  its  order  on  the  foregoing  findings  of  fact  and  on  the 
further  statements  of  fact  contained  in  the  opinion  which  precedes 
this  order; 

It  is  hereby  ordered,  that  Olive  IMilling  Company  be  and  it  is  hereby 
authorized  and  directed  to  file  with  the  Railroad  Commission  within 
twenty  (20)  days  of  the  date  of  this  order,  the  following  schedule  of 
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rates,  to  be  charged  for  all  water  delivered  to  its  consumers  on  and  after 

December  1,  1921 : 

Monthly  Meier  Rates, 

For  use  from  0  to  500  cubic  feet,  per  100  cubic  feet $0  30 

From  500  to  1000  cubic  feet,  per  100  cubic  feet 25 

All  in  excess  of  1000  cubic  feet,  per  100  cubic  feet 15 

Monthly  Minimum  Rates. 

For  I  inch  by  i  inch  meter $1  50 

For  i  inch  meter 1  75 

For  1  inch  meter * 2  00 

For  11  inch  meter 2  50 

For  2  inch  meter 3  00 

It  is  hereby  fuHher  ordered,  that  the  Olive  Milling  Company  be  and 
it  is  hereby  directed  to  file  with  the  Railroad  Commission  within  thirty 
(30)  days  from  the  date  of  this  order,  rules  and  regulations  governing 
its  relations  with  its  consumers. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  fifth  day  of  November,  1921. 


Decision- No.  9724. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  GRANITE  ROCK  WATER 
COMPANY  FOR  PERMISSION  TO  ESTABLISH  A  REVISED 
SCHEDULE    OF    RATES    FOR    WATER    SERVICE. 


Application  No.  7008. 
Decided  November  8,  1921. 


Water  Utiuty — Overbuilt  System — FinLL  Return. — When  a  8.v«tem  is  overbuilt 
rates  based  on  the  estimated  annual  charges,  reasonable  under  normal  condi- 
tions, would  be  greater  than  the  service  i«  reasonably  worth  and  too  grt»at  a 
burden  on  the  consumers. 

C.  B.  Smith,  for  Applicant. 
M,  E,  Levpt  for  Contestants. 

Martin,  Commissioner. 

OPINION. 

Granite  Rock  Water  Company,  applicant  herein,  is  a  public  utility 
water  company,  engaged  in  furnishing  water  for  domestic  and  industrial 
purposes  in  Granada,  Marine  View,  Marine  View  Beach,  Marine  View 
Civic  Center,  Riviera  and  Moss  Beach,  San  Mateo  County,  California. 

Applicant  alleges  that  it  has  not  heretofore  operated  as  a  public 
utility  but  has  furnished  water  for  domestic  purposes  to  some  sixty 
consumers  free  of  charge  or  at  rates  arbitrarily  established ;  wherefore 
applicant  asks  that  the  Railroad  Commission  make  its  order  authorizing 
applicant  to  establish  rates. 
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A  public  hearing  was  held  in  the  present  proceeding  at  Moss  Beach, 
San  Mateo  County,  of  which  all  of  applicant's  consumers  were  duly 
notified  and  given  an  opportunity  to  appear  and  be  heard. 

The  evidence  shows  that  this  system  is  a  consolidation  of  four  wat^r 
plants  formerly  known  as  the  Moss  Beach  Realty,  Marine  View, 
Oranada,  and  Moss  Beach.  The  plants  were  installed  to  provide  a 
water  supply  for  various  real  estate  subdivisions  and  were  formerly 
operated  independently.  The  properties  were  acquired  by  applicant  at 
various  times  and  at  a  nominal  cost.  They  are  now  operated  as  one 
system,  except  the  Granada  plant,  which  is  a  separate  unit  because  of 
its  being  located  apart  from  the  other  systems. 

Water  for  the  Granada  system  is  obtained  by  diversion  from  McMahon 
Gulch,  and  the  supply  for  the  other  plants  is  purchased  from  the 
Montara  Water  Works.  Both  of  these  services  provide  a  gravity  supply. 
Water  is  also  pumped  from  a  spring  when  the  gravity  supply  becomes 
inadequate. 

There  are  approximately  123  consumers  served  by  the  consolidated 
system  of  whom  30  are  metered. 

It  was  claimed  at  the  hearing,  by  the  people  of  Granada,  that  when 
their  lots  were  purchased  promise  of  free  water  was  made  to  them  by 
the  selling  company,  but  no  further  evidence  was  presented  to  sustain 
this  claim.  As  the  Granada  system  has  been  transferred  to,  and  is  now 
a  part  of,  the  Granite  llock  Water  Company,  it  appears  reasonable  that 
the  consumers  in  this  section  should  be  charged  the  same  rates  for  water 
as  consumers  on  other  parts  of  the  system. 

No  appraisal  of  the  property  was  presented  by  applicant,  but  Mr.  D. 
H.  Harroun,  one  of  the  Commission's  engineers,  presented  a  report 
covering  the  results  of  a  field  investigation,  an  appraisal  of  the  property 
and  a  study  of  the  cost  of  maintenance  and  operation.  His  appraisal 
shows  an  estimated  original  cost  of  the  physical  properties  of  the  system 
of  $20,871,  and  recommends  $238  as  a  proper  replacement  annuity, 
computed  by  the  6  per  cent  sinking  fund  method.  This  report  also 
recommends  the  sum  of  $1,639  as  a  fair  estimate  of  the  future  annual 
cost  of  maintaining  and  operating  this  system.  These  estimates  were 
not  questioned  at  the  hearing,  and  appear  reasonable. 

The  following  is  a  summary  of  the  annual  charges  as  indicated  above : 

Return  on  operating  capital  at  8  per  cent $1,670  00 

Replacement  annuity,  6  per  cent  sinking  fund 238  00 

Maintenance  and  operation  cost 1,639  00 

Total  estimated  annual  charges $3,547  00 

The  total  revenue  from  this  system  for  the  year  1920  was  $632,  and 
there  is  no  reason  to  expect  any  decided  increase  in  business  in  the  near 
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future.  It  would  appear  therefore  that  authority  to  increase  the  rates 
should  be  granted;  however,  the  system  is  overbuilt,  there  being 
approximately  429  feet  of  distribution  mains  per  service,  and  rates 
based  on  the  estimated  annual  charges  of  $3,547  as  shown  above,  would 
appear  to  be  greater  than  the  service  is  reasonably  worth,  and  too 
great  a  burden  on  the  consumer.  Therefore  the  rates  herein  established 
are  designed  to  produce  annually  a  sum  sufficient  to  meet  maintenance 
and  operating  expenses,  replacement  annuity  and  some  return  upon 
the  actual  investment. 

I  submit  the  following  form  of  order: 

ORDER. 

Granite  Rock  Water  Company  having  applied  to  the  Railroad  Com- 
mission for  the  establishment  of  rates  to  be  charged  by  it  for  water 
service  in  Granada,  Marine  View,  Marine  View  Beach,  Marine  View 
Civic  Center,  Riviera  and  Moss  Beach,  San  Mateo  County,  California,  a 
public  hearing  having  been  held  and  the  matter  having  been  submitted : 

It  is  hereby  found  as  a  fact  that  the  rates  and  charges  of  the  Granite 
Rock  Water  Company,  in  so  far  as  they  differ  from  the  rates  herein 
established,  are  unjust  and  unreasonable,  and  that  the  rates  and  charges 
herein  established  are  just  and  reasonable  rates. 

And  basing  its  order  on  the  foregoing  finding  of  fact  and  on  the 
further  statements  of  fact  contained  in  the  opinion  which  precedes  this 
order ; 

It  is  hereby  ordered,  by  the  Railroad  Commission  of  the  State  of 
California,  that  the  Granite  Rock  Water  Company  be  and  it  is  hereby 
authorized  to  file  with  this  Commission  within  twenty  (20)  days  of  the 
date  of  this  order  the  following  rates,  to  be  charged  for  all  service 
rendered  subsequent  to  November  30,  1921 : 

Flat  Rates. 

Minimum  annual  charge  for  full  year,  payable  in  advance $18  00 

Minimum  charge,  payable  in  advance,  entitling  consumer  to  water  for  six 

months    12  00 

For  each  additional  month 2  00 

Meter  Rates, 
Minimum  charge,  payable  in  advance,  entitling  consumer  to  300  cubic  feet  of 

water  per  month  for  six  months $12  00 

Each  additional  month 1  00 

Over  300  cubic  feet  per  month,  per  100  cubic  feet 30 

It  is  hereby  further  ordered,  that  Granite  Rock  Water  Company  file 
with  this  Commission  for  its  approval,  within  thirty  (30)  days  from  the 
date  of  this  order,  rules  and  regulations  to  govern  its  relations  with  its 
consumers. 
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The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  November, 
1921. 


Decision  No.  9725. 


IN  THE  MATTER  OF  THE  INVES'nOATION  OF  THE  GAS  RATES, 
SERVICE  AND  OPERATIONS  OF  CONTRA  COSTA  GAS  COMPANY, 
ON  THE  COMMISSION'S  OWN  MOTION. 


Case  No.  1653. 
Decided  November  8,  1921. 


Industrial  Depression — Fuix  Return. — It  is  held  that  under  conditions  of 
deoroasing  sales  and  industrial  depression  in  some  of  the  communities  served, 
some  reduction  in  rates  is  necessary  in  order  that  service  may  be  continued 
without  a  material  loss  of  bu^ness. 

Service — Profits. — It  is  held  that  the  company's  profits  have  not  been  equal  to  a 
full  return  in  the  past,  partly  due  to  poor  service  conditions. 

Leo  H,  Sussman^  for  Contra  Costa  Gas  Company. 

R,  M.  Wolfe,  City  Attorney,  for  Pittsburg. 

-4.  F.  Bray,  City  Attorney,  for  Martinez. 

B,  D.  Marx  Greene^  City  Attorney,  for  Antioch. 

H,  8.  Ormshy,  for  Crockett  and  Valona. 

Benedict,  Commissioner, 

OPINION. 

This  is  a  formal  investigation  of  the  rates,  service  and  operations  of 
the  Contra  Costa  Gas  Company  instituted  by  the  Commission  upon 
its  own  motion. 

The  Contra  Costa  Oas  Company  is  a  utility  engaged  in  the  manu- 
facture, distribution  and  sale  of  artificial  gas  in  the  incorporated  cities 
and  towns  of  Antioch,  Concord,  Martinez  and  Pittsburg  and  the  town 
of  Crockett  and  certain  contiguous  territory  in  Contra  Costa  County. 
The  present  rates  for  gas,  effective  April  20,  1921,  were  established  by 
Decision  No.  8755.  The  price  of  fuel  oil  to  Contra  Costa  Gas  Company 
at  that  time  was  $2.24  per  barrel.  This  has  been  reduced  to  $1.64  per 
barrel.  Such  a  decrease  in  the  cost  of  oil  could  reasonably  be  expected 
to  lessen  the  company's  expenses  sufficient  to  make  possible  a  lowering 
in  rates. 

Certain  irregularities  in  the  company's  operations  in  the  town  of 
Antioch  have  caused  complaints  which  apparently  could  not  be  adjusted 
informally.  The  matter  of  both  service  and  rates  have  therefore  been 
made  the  subject  of  consideration  in  this  proceeding. 

Hearings  were  held  on  September  12,  1921,  in  Pittsburg  and  Antioch. 
These  hearings  were  adjourned  until  October  13,  1921,  in  San  Fran- 
cisco, at  which  time  the  taking  of  evidence  was  completed  and  the  mat- 
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ter  submitted  for  decision.  The  company  presented  data  and  evidence 
relative  to  its  service,  operations  and  expenses.  The  Commission's 
engineers  have  made  reports  upon  their  investigations  of  the  service 
and  operations. 

The  capital  investment  in  physical  property  of  the  Contra  Costa  Gas 
Company  has  been  made  entirely  during  and  under  the  jurisdiction  of 
the  Commission.  Analysis  of  the  investment  has  been  made  and  it  is 
found  to  be  reasonable.  The  capital  invested,  together  with  allowance 
for  materials  and  supplies  and  working  cash  capital  for  the  year  end- 
ing June  30,  1922,  is  as  foljows : 

Hate  Base. 

Average  fixed  capital  for  year  ending  June  30,  1922 $^4.3,700  00 

Materials  and  supplies   (including  oil) 10,400  00 

Working  cash  capital 8,400  00 

Rate  base $302,.^)00  00 

The  estimate  of  operating  expenses  submitted  by  the  company  for 
the  year  ending  June  30,  1922,  has,  for  the  purpose  of  fixing  rates, 
been  modified  in  a  few  items.  Analysis  of  the  actual  expenses  of  the 
past  few  years  and  the  evidence  submitted  in  this  case  indicate  that 
the  following  estimate  of  expenses  under  present  costs  are  fair  and 
reasonable  applied  to  the  operation  of  the  company  for  the  year  period 
ending  June  30,  1922 : 

Opebatino  Expenses. 

For  year  ending  June  30,  1922. 

Production — 

Oil |«l,r)(M)  00 

Operation 1(>,0(H>  (K) 

Repairs    4,.10O  00     $."i2,(KK)  (H) 

Transmission — 

Operation $2,100  00 

Repairs 3,r»(K)  00         ,'^,(;00.  00 

Distribution — 

Operation    $(>,.V)0  00 

Repairs 3,000  00         0,.*»00  00 

Commercial  expense 13,0(K>  00 

General  and  miscellaneous  office  expense 4,000  00 

Total  operating  expense $82,100  00 

The  estimated  operating  cost  of  service  exclusive  of  return  on  invest- 
ment has  been  estimated  as  follows: 

Total  Opebating  Cost  of  Service. 

For  year  ending  June  30,  1022. 

Operating  expenses  $82,1(K)  00 

Depreciation   0,050  00 

Taxes 13,1HK)  00 

Uncollectible  accounts 1,(KK)  00 

Total $100,110  00 
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It  is  not  believed  that  under  the  present  conditions  of  decreasing 
sales  and  industrial  depression  in  some  of  the  communities  served  by 
it  that  the  Contra  Costa  Gas  Company  can  expect  to  receive  a  full 
return  upon  its  investment.  Evidence  shows  a  tendency  to  curtail  use 
of  gas  under  present  rates,  which  are  considered  by  the  consumers  as 
excessive.  Contra  Costa  Gas  Company  has  invested  its  money  in  the 
enterprise  and  is  entitled  to  a  fair  return  if  it  is  possible  to  earn  the 
same  and  still  sell  its  service  at  a  reasonable  rate  to  its  patrons.  The 
company's  profits  have  not  been  equal  to  a  full  return  in  the  past, 
partly  due  to  poor  service  conditions.  It  is  apparent,  however,  that 
under  present  conditions  some  reduction  in  rates  is  necessary  in  order 
that  the  service  may  be  continued  without  a  material  loss  of  business. 

The  present  rates  have  yielded,  during  the  short  time  that  they  have 
been  effective,  $2.32  per  1000  cubic  feet  sold.  It  is  probable  that  this 
is  slightly  higher  than  would  be  realized  as  an  average  over  an  entire 
twelve  months  period.  The  rates  are  herein  reduced  to  an  average  of 
$2.18  per  1000  cubic  feet,  which  should  yield  upon  an  estimated  sale  of 
61,000,000  cubic  feet  per  annum  under  eflBcient  operations  and  with 
good  service  a  return  of  approximately  7.4  per  cent  on  the  company's 
investment.  This  return  must  be  accepted  until  better  conditions  exist. 
A  form  of  rate  which  may  be  adjusted  by  supplemental  order  of  the 
Commission  to  correct  for  changes  in  the  price  of  oil  without  a  formal 
hearing  has  been  adopted  in  many  other  proceedings  and  found  advis- 
able in  this  case.  For  this  purpose  a  variation  of  3  cents  per  1000 
cubic  feet  of  gas  sold  for  each  ten-cent  variation  in  the  price  of  oil  is 
found  reasonable. 

The  service  matters  which  were  considered  in  this  proceeding  have 
been  adjusted  by  the  company.  During  the  progress  of  the  investiga- 
tion it  was  recommended  that  certain  refunds  be  made  in  Antioch, 
where  irregular  meter  readings  have  been  made.  The  company  has 
made  these  refunds  voluntarily.  It  was  also  found  that  there  still 
existed  several  minor  violations  of  the  Commission's  service  standards. 
These,  however,  we  believe  will  be  and  are  being  corrected  by  the 
present  organization. 

I  recommend  the  following  form  of  order: 

ORDER. 

This  Commission  having  instituted  an  investigation  on  its  own  motion 
into  the  gas  rates,  service  and  operations  of  Contra  Costa  Gas  Com- 
pany, an  investigation  having  been  made,  hearings  having  been  held 
and  the  matter  submitted : 

The  Railroad  Commission  hereby  finds  as  a  fact  that  the  rates  here- 
tofore fixed  in  Decision  No.  8755  should  be  modified  to  conform  with 
the  schedules  herein  set  forth,  and  that  the  rates  herein  set  forth  are, 
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under  present  conditions,  just  and  reasonable  rates  to  be  charged  for 
gas  service  by  Contra  Costa  Gas  Company. 

Basing  its  order  on  the  foregoing  findings  of  fact  and  the  findings 
of  fact  contained  in  the  opinion  which  precedes  this  order; 

It  is  hereby  ordered,  that  Contra  Costa  Gas  Company  charge  and 
collect  for  gas  served  by  it  in  the  various  communities  for  the  service 
as  specified,  the  following  schedules  of  rates  based  on  all  regular  meter 
readings  taken  on  and  after  the  fifteenth  day  of  December,  1921 : 

SCHEDULE  No.  1. 

General  Domestic  Sebvice. 
Rate,  Gross       Net 

First  400  cubic  feet  or  less  per  meter  per  month $1  25     $1  15 

Next  3,000  cubic  feet  per  meter  per  month,  per  1,000  cubic  feet 2  25       2  15 

Next  4,000  cubic  feet  per  meter  per  month,  per  1,000  cubic  feet 1  90      1  80 

Next  7,000  cubic  feet  per  meter  per  month,  per  1,000  cubic  feet 1  55 

All  over  15,000  cubic  feet  per  meter  per  month,  per  1,000  cubic  feet 1  30 

ITie  net  rate  is  effective  if  the  bill  is  paid  at  the  office  of  the  company  on  or 
before  the  tenth  day  of  the  month  next  succeeding  that  for  which  the  bill  is  rendered. 
Otherwise  the  gross  charge  applies. 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  three  (3)  cents 
per  thousand  cubic  feet  for  each  ten  cents  per  b'arrel  increase  or  decrease  respectively 
in  the  price  of  oil  above  or  below  the  price  of  ,f  1.64  per  barrel  upon  approval  of  the 
Railroad  Commission  of  the  State  of  California.    Change  to  be  to  the  nearest  one  cent. 

SCHEDULE  No.  2. 

Prepayment  Meteb  Service. 
Rate. 

$2.25  per  1,000  cubic  feet. 

Minimum  charge  $1.15  per  meter  per  month. 

SCHEDULE  No.  3. 

Hotels,  Restaurants  and  Bakeries. 
Riute,  Gross       Net 

Rate  per  1,000  cubic  feet  per  meter  per  month $1  30     $1  25 

Minimum  weekly  charge  per  meter 8  00       7  50 

The  net  rate  is  effective  if  the  bill  is  paid  at  the  office  of  the  company  within  four 
(4)  da5's  after  the  presentation  of  the  weekly  bill.  Otherwise  the  gross  charge 
applies. 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  three  (3)  cents 
per  thousand  cubic  feet  for  each  ten  cents  per  barrel  increase  or  deerrase  respectively 
in  the  price  of  oil  above  or  below  the  price  of  $1.04  per  barrel  upon  approval  of  the 
Railroad  Commission  of  the  State  of  California.    Change  to  be  to  the  nearest  one  cent. 

It  is  hereby  further  oi'dercd,  that,  (1)  in  case  of  a  reduction  in  the 
price  of  oil  at  any  time,  Contra  Costa  Gas  Company  shall  file  within 
ten  (10)  days  thereafter  an  affidavit  setting  forth  the  new  price  of  oil 
and  shall  thereafter,  upon  supplemental  order  of  the  Commission  in 
this  proceeding,  charge  the  reduced  rates  as  determined  under  the 
schedules  herein  set  forth;  (2)  should  at  any  time  an  increase  in  the 
price  of  oil  occur.  Contra  Costa  Gas  Company  may,  after  filing  affidavit 
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of  such  increase  and  receiving  a  supplemental  order  from  this  Com- 
mission so  authorizing,  charge  the  increased  rates  as  determined  under 
the  schedules  herein  set  forth;  (3)  Contra  Costa  Gas  Company  shall, 
within  ten  (10)  days  of  the  date  of  this  order,  file  with  the  Commis- 
sion the  schedules  of  rates  herein  set  forth. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  November, 
1921. 


Decision  No.  9726. 

J.  S.  IIOMMKS,  J.  A.  LITXDKY,  MAUDE  M.  8WISSIIELM,  A.  W.  HORTON, 
FRANK  I»OES('IIELL,  A.  A.  ROGERS,  II.  DABORKEY,  G.  A.  ROGERS, 
R.  S.  MARSHALL,  ALVA  GROSSMAN,  F.  FOSTER,  CUAS.  E.  HENDER- 
SON.  MRS.  JERRY  THATCHER,  W.  S.  ANDERSON,  T.  CAMP,  R.  A. 
WILLIAMS,  JERRY  THATCHER,  JOSEPH  UAZELTON,  G.  W.  SWISS- 
HELM,  J.  R.  MOORE,  U.  E.  HAWN,  F.  DRESCHER,  M.  E.  CROOKHAM 
AND  C.  E.  MOORE 

VS. 

C.  C.  WHITE  WATER  COMPANY,  ALSO  KNOWN  AS  WHITE  BROTHERS 

WATER  COMPANY. 


Case  No.  1612, 
Decided  November  8,  1921. 


J.  Oscar  Goldstein f  for  Complainants  and  for  the  City  of  Chico. 
Cli/dv  Thomas,  for  Defendant. 

By  the  Commission. 

OPINION. 

The  complaint  in  the  above  entitled  matter  alleges  that  the  com- 
plainants as  set  out  above  are  all  resident  consumers  of  the  White 
Brothers  Water  Company,  a  public  utility  engaged  in  the  business  of 
supplying  water  to  a  district  generally  known  as  Chapmantown,  which 
is  a  part  of  the  city  of  Chico,  Butte  County;  that  for  the  last  six 
months  the  water  supplied  consumers  has  been  insufficient  and  inade- 
quate ;  that  on  numerous  occasions  the  water  supply  has  been  entirely 
shut  off  for  periods  of  several  hours  of  the  day,  and  very  frequently 
there  has  been  insufficient  water  to  flush  toilets;  and  that  the  water 
pressure  has  been  absolutely  inadequate.  The  Commission  is  therefore 
requested  to  investigate  the  matter  and  render  such  decision  as  it  may 
consider  just  and  reasonable  to  remedy  the  conditions  complained  of. 

The  answer  alleges  in  effect  that  the  system  is  capable  of  supplying 
water  adequately  and  in  reasonable  amounts  to  all  present  consumers, 
provided  the  water  is  used  properly ;  that  many  of  the  users  have  irri- 
gated lawns  with  open  hoses  and  faucets,  without  sprinklers,  wholly 
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disregarding  the  rules  regulating  the  hours  for  such  use,  and  that  as 
a  result  of  such  misuse  some  consumers  have  received  more  water  than 
they  were  entitled  to,  while  others  have  received  an  insufficient  supply, 
and  that  the  defendant  water  company  has  heen  unable  to  prevent  this 
misuse  of  water. 

A  public  hearing  was  held  in  this  matter  before  Examiner  Satter- 
white  at  Chico,  of  which  all  interested  parties  were  notified  and  given 
an  opportunity  to  be  present  and  heard. 

Evidence  presented  at  the  hearing  showed  that  there  has  been  inade- 
quate pressure  and  insuflfieient  water  with  such  frequency  that  it  has 
become  customary  and  necessary  for  all  consumers  to  keep  on  hand 
buckets,  bathtubs  and  other  receptacles  filled  with  water  to  provide  for 
the  periods  when  there  is  no  water  service. 

The  system  is  unraetered  and  the  evidence  indicated  that  among  cer- 
tain consumers  there  is  a  considerable  waste  of  water,  especially  in 
lawn  and  garden  irrigation. 

Mr.  M.  R.  MacKall,  one  of  the  Commission's  hydraulic  engineers, 
made  a  field  investigation  of  the  defendant's  water  system  and  the 
existing  service  conditions,  and  testified  that  when  water  was  not  being 
pumped  directly  into  the  mains,  the  pressure  aflPorded  by  the  small 
storage  tank  was  entirely  inadequate  to  properly  serve  the  district, 
and  recommended  the  installation  of  meters  and  of  additional  storage 
tanks  to  supply  the  necessary  pressure  and  storage. 

After  a  careful  consideration  of  all  the  facts  and  conditions  it  appears 
advisable  that  the  defendant  herein  should  be  required  to  install  such 
improvements  as  are  necessary  to  enable  it  to  deliver  water  at  all  times 
in  sufficient  quantity  and  at  adequate  pressure,  throughout  the  entire 
system. 

The  formulation  of  reasonable  rules  and  regulations  for  lawn  and 
garden  use  and  their  strict  and  rigid  enforcement  would  tend  to  elim- 
inate a  great  amount  of  the  present  service  difficulties. 

ORDER. 

J.  S.  Hommes  and  others  having  made  complaint  in  the  above  entitled 
proceeding,  a  public  hearing  having  been  held  therein,  and  the  matter 
having  been  submitted: 

It  is  hereby  found  as  a  fact  that  the  water  service  furnished  by  the 
defendant  herein  has  been  inadequate  and  that  the  pressures  main- 
tained have  been  insufBcient. 

And  basing  its  order  upon  the  foregoing  finding  of  fact  and  upon 
the  statements  of  fact  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  White  Brothers  Water  Company  be  and 
it  is  hereby  directed  to  install  on  its  water  system  storage  facilities  so 
located  as  to  be  capable  of  providing  proper  and  reasonably  adequate 
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service  at  all  times  throughout  the  entire  system,  these  improvements 
to  be  installed  and  in  operation  as  soon  as  conditions  will  permit,  but 
in  no  case  later  than  December  31,  1921. 

It  is  hereby  further  ordered,  that  White  Brothers  Water  Company 
be  and  it  is  hereby  directed  to  submit  to  the  Commission  for  its  approval, 
within  twenty  (20)  days  from  the  date  of  this  order,  detailed  plans  out- 
lining the  proposed  improvements. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  November, 
1921. 


Decision  No.  9728. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  M.  E.  LACASSIE  FOR  AN 
ORDER  AUTHORIZING  THE  ESTABLISHMENT  OF  WATER  METERS 
AND  FIXING  R.VTES  IN  WATER  SYSTEM  SUPPLYING  THE 
INHABITANTS  OF  WALNUT  CREEK  WITH  WATER. 


Application  No.  6885. 
Decided  November  8,  1921. 


Water  Utility — Waste  Undeb  Flat  Rates — Mgtebs  Rbcommenoed. — The  Com- 
niissiou  stated  that  it  is  evident  that  there  is  a  considerable  waste  of  water 
because  of  the  flat  rate  schedule.  The  Commission  expressed  the  belief  that  the 
fairest  method  of  serving  water  to  consumers  is  on  a  measured  basis. 

Meters — Authority  to  Install. — When  measured  rates  are  established  aathoritj 
to  install  meters  is  automatically  granted. 

Snook  ati4  Brown  and  F.  P.  TuttlCy  for  Applicant. 
William  J.  Locke ^  for  Town  of  Walnut  Creek. 

By  the  Commission. 

OPINION. 

M.  E.  Lacassie,  applicant  herein,  owns  and  operates  a  public  utility 
water  system,  furnishing  water  for  domestic  and  industrial  purposes  in 
the  town  of  Walnut  Creek,  Contra  Costa  County. 

Applicant  alleges  that  by  reason  of  the  waste  and  unlawful  taking 
of  water,  the  supply  has  been  insuflBcient  to  meet  the  demand ;  that  the 
installation  of  meters  will  check  the  waste;  that  the  net  revenue  derived 
from  the  system  does  not  give  applicant  a  return  of  3  per  cent  upon  the 
amount  actually  invested.  Wherefore  applicant  asks  that  the  Railroad 
Commission  make  its  order  authorizing  her  to  install  water  meters  and 
fixing  a  reasonable  charge  for  water  so  supplied. 

A  public  hearing  was  held  at  Walnut  Creek,  Contra  Costa  County, 
before  Examiner  Satterwhite,  of  which  all  of  applicant's  consumers 
were  duly  notified  and  given  an  opportunity  to  appear  and  be  heard. 

The  water  supply  is  derived  from  three  springs  and  two  wells.  The 
spring  flow  is  delivered  by  gravity  to  two  tanks,  located  near  the  wells. 
The  water  from  the  wells  is  pumped  into  the  tanks,  from  which  it  is 
distributed  by  gravity  to  the  consumers. 
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At  the  hearing  applicant  did  not  present  an  appraisal  of  her  public 
utility  property,  nor  a  statement  of  operating  expenses. 

The  operating  expenses  and  revenues  as  shown  by  the  annual  reports 
filed  with  the  Commission  by  applicant  are  as  follows: 

1918  1910  1920 

Operating  expenses |600  00       $600  00    $1,000  00 

Operating  revenues  — ^ 1,128  00      1,236  00      1,236  00 

Mr.  D.  H.  Harroun,  one  of  the  Commission's  engineers,  presented  a 
report  covering  the  results  of  a  field  investigation,  an  appraisal  of  the 
property  and  a  study  of  the  cost  of  maintenance  and  operation.  His 
appraisal  shows  an  estimated  original  cost  of  the  physical  properties  of 
the  system  of  $7,869,  and  recommends  $59  as  a  proper  replacement 
annuity,  computed  by  the  sinking  fund  method.  The  report  also 
recommends  the  sum  of  $959  as  a  reasonable  estimate  of  the  future  cost 
of  maintaining  and  operating  the  system.  The  estimated  investment 
includes  the  cost  of  a  new  100,000-gallon  reservoir,  which  is  to  be  con- 
structed immediately.  No  objections  were  made  at  the  hearing  to  any 
of  the  estimates  presented,  and,  as  they  appear  reasonable,  they  will  be 
used  for  the  purpose  of  this  proceeding. 

The  following  is  a  summary  of  the  annual  charges  as  indicated  above : 

Return  on  investment  at  8  per  cent $030  00 

Replacement  annuity,  6  per  cent  sinking  fund 59  00 

Maintenance  and  operation  cost O.IO  00 

Total  estimated  annual  charges $1,648  00 

The  total  revenue  from  this  system  for  the  year  1920  was  $1,236. 
This  shows  a  return  of  2.77  per  cent  on  the  investment,  based  on  the 
estimated  annual  charges  as  set  out  above. 

Applicant  asked  in  her  petition  and  at  the  hearing  that  this  Com- 
mission make  its  order  authorizing  the  installation  of  water  meters  and 
the  fixing  of  a  reasonable  rate  for  water  so  supplied.  Inasmuch  as  the 
Commission  will  establish  a  measured  rate  in  the  following  order, 
authority  to  install  meters  is  automatically  granted  and  applicant  may 
install  meters  on  any  or  all  services  she  may  desire,  and  charge  the 
rates  prescribed  for  that  service. 

The  water  supply  of  this  system  is  not  abundant,  and  means  of  con- 
serving it  should  be  adopted.  It  is  also  evident  that  there  is  a  consider- 
able waste  of  water  because  of  the  flat-rate  schedule,  which  w^ould  be 
greatly  decreased  if  the  system  were  fully  metered.  The  Commission 
believes  that  the  fairest  method  of  serving  water  to  consumers  is  on  a 
measured  basis.  'This  method  has  the  advantage  of  conserving  the 
water,  of  distributing  the  charges  equitably  among  the  consumers  by 
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charging  according  to  the  use,  and  in  this  instance  it  will  decrease 
operating  expenses  by  reducing  or  perhaps  eliminating  pumping. 

The  schedule  of  rates  established  in  the  following  order  is  designed 
to  yield  to  applicant  maintenance  and  operation  expense,  replacement 
fund,  and  a  reasonable  return  on  the  investment. 

ORDER. 

M.  E.  Lacassie  having  applied  to  the  Railroad  Commission  for 
authority  to  install  meters  and  to  establish  meter  rates,  a  public  hearing 
having  been  held  and  the  matter  having  been  submitted : 

It  is  hereby  found  as  a  fact  that  the  rates  and  charges  of  M.  E. 
Lacassie,  in  so  far  as  they  differ  from  the  rates  herein  established,  are 
unjust  and  unreasonable,  and  that  the  rates  and  charges  herein  estab- 
lished are  just  and  reasonable  rates ; 

And  basing  its  order  on  the  foregoing  finding  of  fact  and  on  the 
further  statements  of  fact  contained  in  the  opinion  which  precedes  this 
order; 

It  is  hereby  ordered,  by  the  Railroad  Commission  of  the  State  of 
California,  that  M.  E.  Lacassie  be  and  she  is  hereby  authorized  and 
directed  to  file  with  this  Commission  within  twenty  (20)  days  from  the 
date  of  this  order  the  following  rates,  to  be  charged  for  all  service 
rendered  subsequent  to  December  1,  1921 : 

Meter  Rates. 

Readines8-to-ser\'e  charge  to  apply  to  all  metered  services,  per  month $0  50 

Quantity  Rates. 

From  0  to  600  cubic  feet  per  month,  per  100  cubic  feet $0  25 

Over  600  cubic  feet  per  month,  per  100  cubic  feet 20 

The  quantity  charge  shall* be  in  addition  to  the  readiness-to-serve  charge. 
All  other  rates  shall  remain  as  at  present  in  effect. 

It  is  hereby  further  ordered,  that  M.  E.  Lacassie  file  with  this  Com- 
mission for  its  approval,  within  thirty  (30)  days  from  the  date  of  this 
order,  rules  and  regulations  to  govern  her  relations  with  her  consumers. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  November, 
1921. 
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Decision  No.  9732. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SAN  DIEGO  CONSOLI 
DATED  GAS  AND  ELECTRIC  COMPANY  FOR  AN  ORDER  AUTHOR- 
IZING IT  TO  CREATE  A  BONDED  INDEBTEDNESS  IN  THE 
AUTHORIZED  SUM  OF  FIFTY  MILLION  DOLLARS.  TO  ENTER 
INTO  A  MORTGAGE  OR  DEED  OF  TRUST  FOR  THE  PURPOSE  OF 
SECURING  THE  SAME,  TO  ISSUE  AND  SELL  BONDS  OF  SAID 
INDEBTEDNESS,  WHEN  CREATED,  OF  THE  PAR  VALUE  OF  TWO 
MILLION  SEVEN  HUNDRED  FIFTY  THOUSAND  DOLLARS,  AND 
TO  ISSUE  AND  SELL  PREFERRED  STOCK  OF  THE  PAR  VALUE 
OF  THREE  HUNDRED  TWENTY -FIVE  THOUSAND  DOLLARS ;  AND, 
FURTHER, 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SAN  DIEGO  GAS  AND 
ELECTRIC  COMPANY  TO  ISSUE  STOCK  OF  THE  PAR  VALUE  OF 
THREE  HUNDRED  DOLLARS,  AND  TO  EXECUTE  THE  ABOVE 
MENTIONED  MORTGAGE  OR  DEED  OF  TRUST  JOINTLY  WITH 
SAN  DIEGO  CONSOLIDATED  GAS  AND  ELECTRIC  COMPANY,  AND 
TO  EXECUTE  A  LEASE  OF  ALL  OF  ITS  PROPERTY  TO  SAN 
DIEGO  CONSOLIDATED  GAS  AND  ELECTRIC  COMPANY. 


Application  No.  6744. 
Decided  November  8,  1921. 


Bt  the  COICMISSION. 

FOURTH  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission  by  Decision  No.  8956,  dated  May 
9,  1921,  as  amended,  authorized  San  Diego  Consolidated  Oas  and  Elec- 
tric Company,  among  other  things,  to  issue  and  sell  at  not  less  than  81 
per  cent  of  their  face  value  and  accrued  interest,  $2,750,000  of  first 
and  refunding  mortgage  6  per  cent  bonds,  subject,  among  others,  to 
the  condition  that  the  proceeds  from  the  sale  of  the  bonds  be  expended 
only  as  authorized  by  the  Railroad  Commission;  and, 

"Whereas,  the  Railroad  Commission  has  heretofore  authorized  appli- 
cant to  expend  $1,985,965.55  of  the  proceeds  obtained  from  the  sale  of 
said  bonds  to  pay  debentures  and  finance  construction  expenditures  not 
otherwise  capitalized  and  made  by  applicant  up  to  and  including 
August,  1921 ;  and. 

Whereas,  applicant  in  its  fifth  supplemental  petition  in  the  above 
entitled  matter  reports  that  during  the  month  of  September,  1921,  its 
net  construction  expenditures  totaled  $162,744.34  and  that  none  of  such 
expenditures  have  been  financed  through  the  issue  of  bonds;  and, 

Whereas,  to  finance  in  part  such  expenditures  applicant  asks  per- 
mission to  use  $154,203.90  of  the  proceeds  obtained  from  the  sale  of 
the  bonds  issued  and  sold  under  the  authority  granted  in  Decision  No. 
8956;  and. 

The  Railroad  Commission  being  of  the  opinion  that  applicant's 
request  should  be  granted ; 

It  is  hereby  ordered,  that  San  Diego  Consolidated  Gas  and  Electric 
Company  be  and  it  is  hereby   authorized  to   expend  not   exceeding 


Digitized  by 


Google 


820  CAUPOBNIA  RAILROAt  COMMISSION  DECISIONS. 

$154,203.90  of  the  proceeds  obtained  from  the  sale  of  the  bonds  which 
were  issued  and  sold  pursuant  to  authority  granted  in  Decision 
No.  8956,  dated  May  9,  1921,  as  amended,  to  finance  construction 
expenditures  made  by  applicant  during  the  month  of  September,  1921, 
all  as  more  particularly  set  forth  in  the  fifth  supplemental  petition 
filed  in  this  proceeding. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  8956, 
dated  May  9,  1921,  as  amended,  shall  remain  in  full  force  and  eflfect, 
except  as  modified  by  this  fourth  supplemental  order. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  November, 
1921. 


Decision  No.  9736. 

IN  THE  MATTER  OF  THE  API»LICATION  OF  F.  HANCHETT  AND  N. 
LOCICERO,  INDIVIDUAL  OPERATORS  OF  AUTO  STAGES,  UNDER 
THE  NAME  OF  PACIFIC  AUTO  STAGE  COMPANY,  BETWEEN  SAN 
FRANCISCO,  SAN  JOSE  AND  INTERMEDIATE  I'OINTS,  FOR  AN 
ORDER  PERMITTING  THE  ABANDONMENT  OF  LOCAL  TRANS- 
PORTATION SERVICE  BETWEEN  SAN  FRANCISCO  AND  SAN 
MATEO  AND  INTERMEDIATE  POINTS. 


Application  No.  7261. 
Decided  November  8,  1921. 


Devlin  and  Brookman^  by  Douglas  Brookman,  for  Applicants. 

W.  H.  Pearson,  for  Peninsular  Rapid  Transit  Company,  Protestant. 

By  the  Commission. 

OPINION. 

F.  Hanchett  and  N.  Locicero,  individual  operators  of  auto  stages 
between  San  Francisco  and  San  Jose  and  intermediate  points,  have 
petitioned  the  Railroad  Commission  for  an  order  authorizing  the  dis- 
continuance of  local  service  between  San  Francisco  and  San  Mateo  and 
intermediate  points,  the  application  alleging  that  the  local  service 
proposed  to  be  discontinued  can  not  be  rendered  except  at  a  loss,  and 
that  there  are  other  existing  carriers  ready,  willing  and  able  to  ade- 
quately care  for  all  the  needs  of  the  public  offering  for  transportation 
between  such  points. 

A  public  hearing  on  this  application  was  conducted  by  Examiner 
Handford  at  San  Francisco,  the  matter  was  duly  submitted  and  is 
now  ready  for  decision. 

The  applicants  herein  each  possess  an  individual  operative  right  for 
the  conduct  of  an  automobile  stage  line  as  a  common  carrier  of  pas- 
sengers between  San  Francisco  and  San  Jose  and  intermediate  points, 
such  operative  right  having  been  acquired  by  reason  of  operation  prior 
to  and  continuously  since  May  1,  1917,  the  date  specified  by  the  legis- 
lative enactment  known  as  chapter  213,  Laws  of  1917,  as  that  upon 
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which  operators  were  not  required  to  secure  a  certificate  of  public  con- 
venience and  necessity  from  the  Railroad  Commission  nor  permits  from 
the  governing  bodies  of  the  various  political  subdivisions  through 
which  a  route  passed.  These  operators  conduct  their  business  by  pro- 
tecting a  schedule  and  tariff  filed  jointly  under  the  fictitious  name  of 
** Pacific  Auto  Stage  Company.'* 

Applicants  in  their  testimony  allege  that  the  business  handled  locally 
by  their  respective  lines  between  San  Francisco  and  San  Mateo,  which 
includes  the  intermediate  community  of  Burlingame,  has  been  slight 
in  volume  for  the  reason  that  the  business  communities  of  San  Mateo 
and  Burlingame  are  not  serv^ed,  the  operation  being  confined  to  busi- 
ness on  the  state  highway  passing  through  a  portion  of  these  com- 
munities. Applicants  have  never  established  any  local  stations  in 
either  city,  and  although  a  rate  of  35  cents  has  existed  between  San 
Francisco  and  Burlingame  or  San  Mateo,  such  rate  has  not  resulted  in 
returning  adequate  compensation  for  the  service  rendered.  A  record  of 
the  number  of  passengers  handled  by  applicants  between  San  Fran- 
cisco and  San  Mateo  or  Burlingame  shows  that  during  the  period  from 
September  30  to  December  31,  1920,  inclusive,  a  total  of  but  three 
passengers  were  handled ;  during  the  period  from  January  1  to  October 
31,  1921,  inclusive,  a  total  of  seventy-four  passengers  were  handled. 
It  is  apparent  that  the  volume  of  traffic  under  consideration  is  prac- 
tically negligible  and  that  the  public  makes  but  little  use  of  the  facili- 
ties which  are  offered  by  these  applicants  for  transportation  between 
San  Francisco  and  San  IVIateo  or  Burlingame  and  intermediate  points. 
The  granting  of  the  application  is  opposed  by  the  Peninsular  Rapid 
Transit  Company.  This  protestant  operates  over  the  same  territory 
as  that  covered  by  the  applicants,  but  renders  practically  two  classes 
of  service:  one  a  local  service  between  San  Francisco  and  Palo  Alto, 

the  other  a  through  service  to  San 
)etween  Redwood  City  and  San  Jose, 
thirty-minute  headway  and  approxi- 
per  month  are  handled  between  San 
irlingame.  Protestant  contends  that 
ants  to  suspend  service  to  the  public 
passenger  offering  for  transportation 
^  capacity  which  might  be  devoted  to 
1  and  presumably  more  compensatory 
lilway  Company,  on  its  San  Mateo 
ein  considered  with  an  electric  inter- 
which  rate  is  also  that  of  the  Peniu- 
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In  view  of  the  fact  that  but  5.3  passengers  per  month  have  availed 
themselves  of  the  service  offered  by  applicants  during  a  period  of 
fourteen  consecutive  months,  and  that  the  testimony  in  this  proceed- 
ing shows  that  the  protestant,  Peninsular  Rapid  Transit  Company,  is 
handling  an  average  of  approximately  500  passengers  per  month 
between  the  points  where  local  carriage  of  passengers  is  sought  to  be 
discontinued,  it  would  appear  that  the  business  does  not  justify  the 
continuance  by  the  applicants  of  the  local  service  which  is  not  patron- 
ized by  the  public,  and  the  small  number  of  passengers  now  handled 
can  not  justly  be  said  to  be  a  burden  on  the  other  existing  carriers  if 
the  public  is  required  to  use  the  facilities  now  provided  by  them. 
If  the  rate  of  25  cents  as  now  appearing  in  the  tariffs  of  the  Peninsu- 
lar Rapid  Transit  Company  and  the  Market  Street  Railway  is  not 
compensatory  a  showing  should  be  made  to  the  Commission  in  an 
appropriate  proceeding. 

In  view  of  all  the  evidence  in  this  proceeding,  we  are  of  the  opinion 
that  the  application  should  be  granted. 

ORDER. 

A  public  hearing  having  been  held  in  the  above  entitled  proceed- 
ing, the  matter  having  been  duly  submitted  and  the  Commission  being 
fully  advised; 

It  is  hereby  ordered,  that  this  application  be  and  the  same  hereby 
is  granted,  subject  to  the  following  conditions: 

I.  Applicants,  F.  Hanchett  and  N.  Locicero,  will  be  required  to 
immediately  cancel  all  tariffs  and  time  schedules  now  on  file  with  this 
Commission  in  so  far  as  such  tariffs  and  time  schedules  refer  to  rates 
and  schedules  affecting  the  territory  between  San  Francisco  and  San 
Mateo  and  intermediate  points  as  regards  local  service,  such  can- 
cellations to  be  made  in  accordance  with  the  provisions  of  this  Com- 
mission's General  Order  No.  51  and  other  regulations  of  this  Com- 
mission. 

II.  Applicants,  F.  Hanchett  and  N.  Locicero,  will  be  required  to 
poet  notices  of  the  proposed  discontinuance  of  local  service  between 
San  Francisco  and  San  Mateo  and  intermediate  points  at  all  stations 
and  ticket  offices,  at  least  ten  days  prior  to  the  discontinuance  of  such 
local  service,  a  copy  of  such  notice  to  be  filed  with  this  Commission. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  November, 
1921. 
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Decision  No.  9745. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  WESTERN  STATES  GAS 
AND  ELECTRIC  COMPANY  FOR  AN  ORDER  AUTHORIZING  THE 
ISSUANCE  OF  BONDS  OF  THE  PAR  VALUE  OF  TWO  HUNDRED 
THOUSAND  DOLLARS. 


Application  No.  7311. 
Decided  November  10,  1921. 


Chickering  and  Gregory ^  by  Allen  L.  Chickering,  for  Applicant. 

liOViajiND,   Cofnmissiancr. 

OPINION. 

Western  States  Gas  and.  Electric  Company  asks  permission  to  issue 
and  sell  at  not  less  than  80  per  cent  of  their  face  value  plus  accrued 
interest,  $200,000  of  its  first  and  refunding  mortgage  5  per  cent  sink- 
ing fund  gold  bonds,  due  June  1,  1941. 

As  of  September  30,  1921,  applicant  reports  $3,231,500  of  common 
stock  and  $3,017,000  of  preferred  stock  outstanding.  As  of  the  same 
date,  its  funded  debt  outstai^ding  in  the  hands  of  the  public  is 
reported  as  $7,782,500,  consisting  of  $4,206,500  of  applicant's  first  and 
refunding  mortgage  bonds,  $213,000  of  American  River  Electric  Com- 
pany's 5  per  cent  bonds  due  July  1,  1933;  $1,199,000  of  applicant's 
5-year  6^  per  cent  gold  notes  due  August  1,  1923,  and  $2,164,000  of 
10-year  6  per  cent  notes  due  February  1,  1927.  In  addition,  appli- 
cant reports  that  it  has  pledged  $1,724,000  of  its  first  and  refunding 
mortgage  bonds  as  collateral  to  secure  the  payment  of  the  $1,199,000 
of  5-year  notes. 

The  company  alleges  that  at  this  time  it  is  entitled,  under  the  terms 
of  its  first  and  refunding  mortgage,  to  issue  bonds  in  the  amount  of 
$200,601.74  on  account  of  capital  expenditures  made  up  to  September 
30,  1921.  By  the  terms  of  the  first  and  refunding  mortgage,  appli- 
cant is  permitted  to  have  additional  bonds  certified  to  the  extent  of 
75  per  cent  of  the  cost  of  betterments,  additions  and  improvements  to 
its  plant,  system  and  equipment  subsequent  to  June  1,  1911.  Appli- 
cant reports  in  Exhibit  **6"  that  since  June  1,  1911,  and  prior  to 
September  30,  1921,  it  has  expended  for  such  purposes  the  sum  of 
$5,922,802.32,  75  per  cent  of  which  is  $4,442,101.74.  The  petition 
shows  that  against  this  amount  applicant  has  issued  $4,241,500  of  first 
and  refunding  bonds,  leaving  a  balance  against  which  no  bonds  have 
been  certified,  of  $200,601.74. 

Applicant  intends  to  issue  and  sell  $200,000  of  bonds  and  to  use 
the  proceeds  to  finance  in  part  uncapitalized  construction  expendi- 
tures made  prior  to  September  30,  1921,  and  through  such  financing, 
pay  outstanding  indebtedness,   which,  as  of  September  30,   1921,  is 
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reported  as  $341,769.95.  Samuel  Kahn,  applicant's  vice  president 
and  general  manager,  testified  that  he  believed  the  bonds  could  be 
sold  at  not  less  than  80  per  cent  of  their  face  value,  plus  accrued 
interest. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Western  States  Gas  and  Electric  Company,  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  and  sell  bonds,  a  public 
hearing  having  been  held  and  the  Railroad  Commission  being  of  the 
opinion  that  the  money,  property  or  labor  to  be  procured  or  paid  for 
by  such  issue  is  reasonably  required  for.  the  purpose  or  purposes 
specified  herein,  and  that  the  expenditures  for  such  purpose  or  pur- 
poses are  not  in  whole  or  in  part  reasonably  chargeable  to  operating 
expenses  or  to  income;  therefore, 

It  is  hereby  ordered,  that  Western  States  Gas  and  Electric  Com- 
pany be  and  it  is  hereby  authorized  to  issue  and  sell  $200,000  of  its 
first  and  refunding  mortgage  sinking  fund  5  per  cent  gold  bonds 
due  June  1,  1941,  and  to  use  the  proceeds  to  finance  in  part  con- 
struction expenditures  made  prior  to  September  30,  1921,  and 
through  such  financing  pay  outstanding  current  indebtedness  referred 
to  in  this  application. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  bonds  herein  authorized  shall  be  sold  on  or  before  April  1, 
1922,  at  not  less  than  80  per  cent  of  their  face  value  net,  plus  accrued 
interest. 

2.  Western  States  Gas  and  Electric  Company  shall  keep  such  record 
of  the  issue  and  sale  of  the  bonds  herein  authorized  and  of  the  dis- 
position of  the  proceeds  as  will  enable  it  to  file,  on  or  before  the 
twenty-fifth  day  of  each  month,  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far 
as  applicable,  is  made  a  part  of  this  order. 

3.  The  authority  herein  granted  will  not  become  effective  until 
applicant  has  paid  the  fee  prescribed  by  section  57  of  the  Public 
Utilities  Act,  which  fee  is  $200. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  tenth  day  of  November, 
1921. 
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Decision  No.  9747. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  (iAUDEN  GROVE 
CITY  WATER  COMPANY  OF  GARDEN  GROVE,  ORANGE  (X)ITNTY, 
CALIFORNIA.  FOR  AUTHORITY  TO  INCREASE  ITS  RATES  TO  A 
JUST  AND  REASONABLE  FIGURE. 


Application  No.  6755. 
Decided  November  10,  1921. 


J,  A,  Knappf  for  Applicant. 

By  the  Commission. 

OPINION. 

The  Garden  Grove  City  Water  Company  is  a  public  utility  supply- 
ing water  for  domestic  and  irrigation  purposes  to  residents  in  Garden 
Grove  and  vicinity,  Orange  County,  California.  In  this  proceeding 
applicant  asks  for  authority  to  increase  its  water  rates,  alleging  in 
effect  that  the  present  schedule  of  rates  does  not  produce  a  sum  suffi- 
cient to  cover  maiptenance  and  operating  expense,  replacement  fund, 
or  a  fair  return  upon  the  investment. 

A  public  hearing  was  held  at  Garden  Grove  before  Examiner  West- 
over,  of  which  all  consumers  were  notified  and  given  an  opportunity 
to  appear  and  be  heard. 

The  Garden  Grove  City  Water  Company  was  incorporated  in  1914 
and  acquired  this  water  system  with  the  authorization  of  the  Railroad 
Commission.  The  water  supply  is  obtained  from  a  well  and  stored  in 
a  12,000-gallon  tank  elevated  forty  feet  above  ground,  from  which  it  is 
distributed  by  gravity  to  about  172  consumers.  A  few  irrigation  con- 
sumers are  supplied  by  delivering  the  capacity  of  the  pump  on  an 
hourly  basis. 

The  rates  in  effect  are  as  follows: 

Flat  rates: 

Per    family    $1  (X)  per  month 

Meter  rates: 

Minimum   $1  00  per  month 

$0  10  per  100  cubic  feet. 
IrrigatioD : 

$0  75  per  hour  capacity  of  pump. 

Applicant  did  not  present  an  appraisal  of  its  property. 

F.  H.  Van  Hoesen,  one  of  the  Commission's  assistant  engineers,  pre- 
sented a  report  covering  the  results  of  a  field  investigation  of  the  prop- 
erties of  this  utility,  together  with  a  study  of  the  cost  of  maintenance 
and  operation.  His  appraisal  shows  an  estimated  original  cost  of  the 
system  of  $11,182  and  recommends  a  replacement  annuity  of  $204 
computed  on  the  6  per  cent  sinking  fund  method.  His  report  also 
shows  an  estimate  of  a  reasonable  necessary  maintenance  and  operat- 
ing expense  for  the  ensuing  year  amounting  to  $1,275. 
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These  estimates  were  not  questioned  at  the  hearing  and  appear 
reasonable. 

The  following  is  a  summary  of  the  annual  charges  as  indicated 
above : 

Return  on  $11,182  at  8  per  cent ^ $895  00 

Replacement  annuity   204  00 

Maintenance  and  operating  expense 1^5  00 

Total $2^4  00 

The  records  of  the  company  show  that  the  total  operating  revenue 
for  1920  was  $1,861.06.  The  number  of  consumers  has  increased 
approximately  45  per  cent  since  January  1,  1920,  and  it  is  reasonable 
to  assume  that  the  business  of  the  utility  will  continue  to  increase  to 
some  extent.  It  is,  however,  apparent  that  this  utility  is  entitled  to 
an  increase  in  its  rates. 

There  are  no  data  of  water  use  available  upon  which  to  establish  a 
schedule  of  meter  rates  for  this  utility,  but  the  schedules  of  flat  and 
measured  charges  set  out  in  the  following  order  are  designed  to  pro- 
duce a  reasonable  income. 

ORDER. 

Garden  Grove  City  Water  Company  having  made  application  in  the 
above  entitled  proceeding,  a  public  hearing  having  been  held  thereon 
and  the  matter  having  been  submitted : 

It  is  hereby  found  as  a  fact  that  the  rates  now  charged  by  Garden 
Grove  City  Water  Company  for  water  delivered  to  its  consumers  are 
unjust  and  unreasonable  in  so  far  as  they  differ  from  the  rates  herein 
established,  and  that  the  rates  herein  established  are  just  and  reason- 
able rates  to  be  charged  for  such  service. 

And  basing  its  order  upon  the  foregoing  finding  of  fact  and  upon 
the  findings  contained  in  the  opinion  preceding  this  order ; 

It  is  hereby  ordered,  that  Garden  Grove  City  Water  Company  be 
and  it  is  hereby  authorized  and  directed  to  file  with  the  Railroad'  Com- 
mission, within  twenty  (20)  days  from  the  date  of  this  order,  the  fol- 
lowing schedule  of  rates  for  all  water  delivered  to  its  consumers  on 
and  after  December  1,  1921: 

Monthly  Meter  Rates  for  Domestic  Service. 

For  use  from  0  to  1000  cubic  feet  per  100  cubic  feet ^  20 

From  1000  to  4000  cubic  feet  per  100  cubic  feet 15 

All  use  in  excess  of  4000  cubic  feet  per  100  cubic  feet 1 10 

Monthly  Minimum  Charges. 

For    f-inch  by  f-inch  meter $1  00 

For    i-inch  meter 1  25 

For  1  -inch  meter 1  75 

Fop  11-inch  meter 2  50 

For  2  -inch  meter 3  00 

For  3  -inch  meter 4  00 

For  4  -inch  meter 6  00 
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Monthly  Flat  Rates, 

1.  Residences,  boarding  houses,  apartments,  lodging  houses,  tenements  and 

flats  of  five  rooms  or  less,  including  toilet  and  bath $1  00 

For  each  additional  room 20 

For  each  additional  bath 20 

For  each  additional  toilet 20 

Additional  for  each  private  garage  and  one  automobile 20 

For  each  additional  automobile 20 

Additional  for  private  bam,  with  not  more  than  two  horses  or  cows 50 

For  each  additional  horse  or  cow . 10 

2.  Sprinkling  or  irrigation   of  lawns,  shrubbery,  trees,  gardens,  etc.,   per 

square  yard  ^ ^ 002 

8.  Blacksmith  shops,  machine  shops,  lumber  yards,  printing  offices,  bakeries, 
undertaking    parlors,    grocery    stores,    theaters,    warehouses,    butcher 

shops,  and  large  stores 2  00 

4.  Drug  stores,  dental  offices  and  photograph  galleries 3  50 

5.  Bottling  works,  creameries,  slaughter-houses  and  laundries 5  00 

0.  Banks,  professional  offices,   billiard  parlors,  fraternal   halls,  clubrooms, 

churches,  shops,  plumbing  shops,  stores  and  shops  not  otherwise  listed  1  50 

7.  Office  buildings,  for  each  room 50 

8.  Restaurants,  chop  houses  and  cafes,  per  unit  seating  capacity 15 

9.  Livery  stables  and  feed  yards,  per  average  number  of  stock  fed  each 25 

10.  Bams  in  connection  with  stores,  shops,  etc.,  not  more  than  two  horses—  50 

11.  Garages,  six  automobiles  or  less 3  00 

For  each  additional  automobile 50 

12.  Soda  fountains  and  ice  cream  stands,  either  alone  or  in  connection  with 

other  business 2  50 

13.  Barber  shops,  per  chair 1  00 

Additional  for  each  bathtub 1  00 

Additional  for  each  toilet 50 

14.  Hotels: 

Dining  room 2  00 

Bedroom  and  running  water 25 

E^ach  bathtub 50 

Each  toilet 30 

15.  Building  work: 

For  mortar  and  to  dampen  brick,  per  1000  brick 35 

For  cement  work,  each  barrel — 15 

Irrigation  Water. 

Fall  flow  of  pump  in  good  repair,  per  hour $1  00 

li  is  hereby  further  ordered,  that  Garden  Grove  City  Water  Company 
file  with  this  Commission  within  twenty  (20)  days  from  the  date  of 
this  order,  rules  and  regulations  to  govern  its  relations  with  its  con- 
sumers. 

Dated  at  San  Francisco,  California,  this  tenth  day  of  November, 
1921. 


Decision  No.  9748. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  CAMP  ROSE  COMPANY, 
A  CORPORATION,  FOR  AUTHORIZATION  TO  INCREASE  WATER 
RATES  TO  CONSUMERS. 


Application  No.  6956. 
Decided  November  10,  1921. 


Arthur  Barendt,  for  Applicant 

Paul  F,  FrateMsa,  for  Mrs.  Peter  Fratessa. 
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J.  J.  Flaherty,  in  propria  persona, 

A,  J.  Ferrogiaro,  in  propria  persona. 

Mrs  Kutherinc  Sylvester,  in  propria  persona. 

C.  B.  (jtevley,  in  prupria  persona. 

K.  C.  Struekmeyer.  in  propria  persona. 

Mrs.  Donahue,  in  propria  persona. 

By  the  Commission. 

OPINION. 

The  application  in  the  above  entitled  proceeding  alleges  that  the 
present  rate  for  water  supplied  to  consumers  does  not  yield  sufficient 
revenue  to  enable  the  applicant  to  continue  service  except  at  a  con- 
tinual loss;  and  that  it  has  been  necessary  to  expend  this  year  $1,550 
for  improvements  to  the  system,  although  it  was  extremely  difficult  to 
secure  the  necessary  funds.  The  Commission  is  therefore  asked  to 
increase  the  present  annual  rate  from  $6  to  $18  per  year  for  each 
consumer. 

A  public  hearing  was  held  in  the  above  entitled  matter  before  Exam- 
iner Satterwhite  in  San  Francisco,  of  which  all  interested  parties  were 
notified  and  given  an  opportunity  to  appear  and  be  heard. 

The  Camp  Rose  Company,  a  corporation,  was  organized  in  1908  for 
the  purpose  of  selling  real  estate,  in  conjunction  with  which  it  also 
installed  and  operated  a  small  water  system  serving  its  subdivided  lots. 
The  territory  served  comprises  some  one  hundred  and  sixty  acres  known 
as  Camp  Rose,  and  is  a  summer  resort  located  on  the  Russian  River 
about  two  miles  above  the  town  of  Healdsburg,  in  Sonoma  County. 

The  water  supply  is  obtained  from  springs,  and  a  well  which  is 
located  at  the  edge  of  the  Russian  River.  The  location  of  the  springs 
is  such  that  only  a  few  of  the  consumers  can  be  supplied  by  gravity, 
which  necessitates  pumping  most  of  the  supply.  Water  is  stored  in 
five  redwood  tanks  of  a  total  capacity  of  14,000  gallons  and  distributed 
through  approximately  14,500  feet  of  one  and  one-half  and  two-inch 
pipe  lines. 

This  year  there  were  sixty  consumers,  all  but  eight  of  whom  were 
summer  residents  only,  using  water  from  a  few  weeks  to  four  months. 
The  present  rates  are  $6  per  year,  payable  in  advance,  and  were  fixed 
by  the  applicant  in  1908. 

No  inventory  or  appraisement  of  the  system  was  presented  by  the 
applicant,  and  there  are  no  records  of  the  cost  of  installing  the  orig- 
inal system;  however,  the  applicant  estimated  the  total  investment  in 
the  plant  to  date  to  be  $5,960,  including  abandoned  and  replaced 
equipment,  and  claimed  that  the  future  annual  operation  and  main- 
tenance expenses  will  be  $881,  and  that  the  revenues  for  1920  amounted 
to  $360. 

^Ir.  M.  R.  MacKall,  of  the  Commission's  hydraulic  division,  sub- 
mitted a  report  and  appraisal  of  this  plant,  based  upon  available  rec- 
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ords  of  installation,  in  which  the  estimated  original  cost  of  the  system 
was  shown  as  $4,096,  the  replacement  annuity  calculated  by  the  sink- 
ing fund  method  as  $79,  and  recommended  as  reasonable  an  annual 
allowance  of  $725  for  maintenance  and  operation  expenses.  It  is 
believed  that  by  careful  and  economical  management  the  applicant  can 
reduce  considerably  the  amount  estimated  by  it  as  being  necessary 
for  power  and  labor  expenditures. 

A  careful  consideration  of  the  evidence,  therefore,  leads  to  the  con- 
elusion  that  the  estimates  of  the  Commission  V  engineer  are  fair  and 
reasonable  and  they  are  used  herein. 

The  total  estimated  annual  charges  based  upon  the  foregoing  figures 
are  $1,132,  and  the  revenues  for  the  year  1920  amounted  to  $360.  It 
is  evident,  therefore,  that  the  applicant  is  entitled  to  an  increase  in 
rates.  However,  the  system  is  overbuilt  to  such  an  extent  that  to  allow 
a  full  return  upon  the  invested  capital,  over  and  above  the  costs  of 
maintenance,  operation  and  depreciation,  would  place  an  undue  burden 
upon  the  ratepayers. 

Considerable  dissatisfaction  was  expressed  by  the  consumers  because 
of  former  inadequate  and  intermittent  service.  Testimony  indicated 
that  since  certain  improvements  were  installed  this  year,  service  con- 
ditions have  been  greatly  improved,  but  that  the  water  served  from 
the  well  is  of  poor  quality  and  distasteful  in  spite  of  chlorination.  It 
is  expected  that  the  applicant  will  take  such  steps  as  are  necessary  to 
supply  water  of  potable  quality. 

Objection  to  any  increase  in  rates  was  made  by  some  consumers 
because  of  the  fact  that  in  certain  of  the  deeds  to  the  lots  sold  to  them 
by  the  applicant  there  was  a  provision  purporting  to  convey  to  the 
purchaser  a  right  to  obtain  water  from  this  sysiem  for  an  annual  pay- 
ment of  $6  where  lots  were  purchased  for  cash,  and  for  $7.50  per  year 
for  a  period  of  five  years  and  thereafter  $6  per  year  where  the  lots 
were  purchased  on  deferred  payments.  Other  deeds  contain  no  such 
provisions. 

To  approve  a  rate  to  certain  favored  consumers  wholly  out  of  pro- 
portion to  what  would  under  the  present  conditions  be  considered  a 
reasonable  rate,  would  necessarily  result  in  improper  and  unfair  dis- 
crimination and  would  render  it  necessary  for  some  consumers  to  pay 
excessive  rates  to  insure  that  the  utility  continue  in  business.  In  deter- 
mining a  reasonable  rate  herein,  it  is  upon  the  assumption  that  all  con- 
sumers are  to  pay  the  established  rate  without  discrimination. 

In  arriving  at  an  adjustment  of  the  rates  of  this  utility,  which  will 
be  equitable  both  to  the  company  and  the  consumers,  it  is  necessary 
to  take  into  consideration  the  present  overbuilt  condition  of  the  sys- 
tem^ and  that  it  was  constructed  in  connection  with  a  real  estate  project 
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which  has  not  yet  attained  its  anticipated  development.  The  schedule 
of  rates  established  in  the  following  order  is  designed  to  produce  main- 
tenance and  operation  expenses,  replacement  annuity,  and  also  provide 
a  certain  amount  for  return  upon  the  investment. 

ORDER. 

The  Camp  Rose  Company,  a  corporation,  having  made  application  as 
above,  a  public  hearing  having  been  held,  and  the  matter  having  been 
submitted  : 

It  is  hereby  found  as  a  fact  that  the  rate  now  charged  by  Camp  Rose 
Company  for  water  supplied  to  its  consumers  is  unjust  and  unreason- 
able in  so  far  as  it  differs  from  the  rate  herein  established  and  that 
the  rate  herein  established  is  a  just  and  reasonable  rate  for  such  service. 

And  basing  its  order  upon  the  foregoing  finding  of  fact  and  upon 
the  statements  of  fact  contained  in  the  opinion  which  precedes  tiiis 
order; 

It  is  hereby  ordered,  that  Camp  Rose  Company  be  and  it  is  hereby 
authorized  and  directed  to  file  with  the  Railroad  Commission  within 
twenty  (20)  days  from  the  date  of  this  order  the  following  rate  for 
water  delivered  to  its  consumers  at  Camp  Rose,  eflfective  as  to  all 
service  rendered  on  and  after  December  31,  1921 : 

Annual  charge  for  the  calendar  year,  payable  in  advance $15  00 

It  is  hereby  further  ordered,  that  Camp  Rose  Company  file  with  the 
Railroad  Commission,  within  thirty  (30)  days  from  the  date  of  this 
order,  rules  and  regulations  governing  service  to  its  consumers,  to 
become  eflfective  upon  their  acceptance  for  filing  by  this  Commission. 

Dated  at  San  Francisco,  California,  this  tenth  day  of  November, 
1921. 


Decision  No.  9749. 

THOMAS  WILSON 

vs. 

J.  L.  MARSHALL. 


Case  No.  1553. 
Decided  November  10,  1921. 


Sarau  and  Thompson^  by  H,  L.  Thompson,  for  Complainant. 
Tho$,  C,  Yager,  for  Defendant. 

By  the  Commission. 

OPINION. 

Thomas  Wilson,  complainant  in  the  above  entitled  proceeding, 
alleges  in  eflfect  that  in  May,  1920,  he  subdivided  a  certain  tract  of  land 
known  as  Wilson's  First  Addition  to  the  City  of  Indio,  Biverside 
County,  California;  that  he  entered  into  an  agreement  with  defendant 
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whereby  the  latter  agreed  to  install  certain  pipes  in  this  subdivision, 
the  terms  of  which  defendant  has  failed  to  fulfill,  except  as  to  a  small 
portion  of  the  tract;  that  in  this  portion  of  the  tract  it  is  believed 
defendant  is  charging  a  rate  in  excess  of*  the  authorized  schedule  for 
the  city  of  Indio. 

Defendant  in  his  answer  denies  the  principal  allegations  of  com- 
plainant and  alleges  in  effect  that  the  agreement  is  no  longer  binding, 
due  to  the  fact  that  complainant  has  failed  to  fulfill  the  terms  thereof. 

A  hearing  was  held  in  the  above  entitled  proceeding  before  Examiner 
Satterwhite  at  Indio,  California,  of  which  hearing  all  interested  parties 
were  notified  and  given  an  opportunity  to  appear  and  be  heard. 

At  the  hearing  a  stipulation,  as  set  out  in  Appendix  **A,"  was  sub- 
mitted by  the  parties  hereto  wherein  it  is  agreed  that  the  Railroad 
Commission  make  its  order  embodying  the  agreement. 

It  appears  that  the  agreement  satisfies  the  complaint  and  it  is  recom- 
mended that  the  agreement  be  made  the  order  of  this  Commission, 
except  that  portion  relating  to  the  establishment  by  the  Commission 
of  rates  to  be  charged  on  the  subdivision.  Attention  is  directed  to 
the  fact  that  defendant  has  a  rate  schedule  now  on  file  with  this  Com- 
mission and  that  these  rates  are  the  legal  rates  to  be  charged  on  the 
system. 

ORDER. 

Thomas  Wilson  having  filed  a  complaint  against  J.  L.  Marshall,  as 
outlined  above,  a  public  hearing  having  been  held  and  the  matter 
having  been  submitted: 

It  is  hereby  found  as  a  fact  that  a  satisfactory  agreement  has  been 
reached  between  all  interested  parties,  as  set  out  in  Appendix  '*A" 
attached  hereto;  and. 

It  is  hereby  ordered,  that  J.  L.  Marshall  be  and  he  is  hereby  directed 
to  comply  with  the  terms  of  the  said  agreement;  provided,  however, 
that  in  the  event  Thomas  Wilson  does  not  also  fully  comply  with  said 
terms,  J.  L.  Marshall  may  then  apply  to  this  Commission  for  a  modifi- 
cation of  this  order. 

Dated  at  San  Francisco,  California,  this  tenth  day  of  November, 
1921. 

Appendix  "A." 

stipulation. 

It  is  hereby  stipulated  and  agreed  by  and  between  Thomas  Wilson,  complainant 
in  the  above  entitled  cause,  and  J.  L.  Marshall,  the  defendant  therein,  that  the 
honorable,  the  Railroad  Commission  of  the  State  of  Galifo;rnia  may  make  and 
render  its  order  embodying  the  following  stipulations: 

That  the  defendant  herein  shall  within  thirty  days  from  the  date  of  the  herein 
above  referred  to  order  lay  and  install  free  of  charge  to  the  complainant  a  four- 
inch  main  from  its  pumping  plant  or  storage  tanks  to  a  point  in  the  center  line  of 
Reqaa  avenue  as  per  map  of  Wilson's  first  addition  to  Indio,  immediately  opposite 
the  alley  running  north  and  south  through  block  3  of  said  addition. 
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That  the  defendant  will  within  said  time  herein  above  mentioned  purchase,  lay 
and  install  four-inch  screwH-asing  iron  pipe  mains  and  laterals  in  Wilson's  first 
addition  to  Indio  as  per  map  accepted  by  the  board  of  supervisors  of  Riverside 
County  on  the  twenty-first  day  of  April,  1J)20,  and  in  what  is  commonly  known  as 
Wilson's  second  subdivision,  and  particularly  described  as  follows,  to  wit: 

A  four-inch  main  from  the  point  on  Kequa  avenue  aforesaid,  running  south 
through  the  alley  in  block  3  to  the  north  curb  of  Wilson  avenue; 

A  four-inch  main  running  east  and  parallel  with  the  north  curb  of  Wilson  ave- 
nue to  the  east  curb  of  Fargo  avenue ; 

A  four-inch  lateral  running  north  along  and  parallel  to  the  east  curb  of  Fargo 
avenue  to  the  middle  of  lot  1,  block  1,  of  said  Wilson's  first  addition  to  Indio; 

A  four-inch  main  from  the  intersection  of  the  center  line  of  the  alley  in  block  3 
and  the  north  curb  of  Wilson  avenue,  parallel  and  along  said  north  curb  of  Wilson 
avenue  to  the  intersection  of  said  north  curb  line  with  the  center  line  of  the  alley 
in  block  7  of  said  Wilson's  first  addition  to  Indio; 

A  four-inch  lateral  running  north  and  perpendicular  to  the  north  curb  line  of 
Wilson  avenue  through  the  alley  in  block  5  of  said  map  aforesaid  to  the  center 
of  lot  1  in  said  block  5; 

A  four-inch  lateral  running  south  through  the  alley  in  Wilson's  second  addition 
to  Indio  to  the  rear  of  lots  facing  on  the  county  highway. 

Where  the  words  "curb  line"  is  used,  it  shall  be  so  construed  to  mean  approxi- 
mately 10  feet  from  the  lot  boundaries. 

The  course  and  extent  of  the  mains  and  laterals  above  referred  to  are  marked 
in  ink  upon  the  map  marked  in  the  above  entitled  cause  Complainant's  Exhibit  A, 
and  hereto  attached  and  made  a  part  of  this  stipulation. 

It  is  stipulated  herein  that  the  complainant  shall  advance  the  cost  of  the 
installation  of  the  above  system,  other  than  herein  above  specified,  said  coat  to 
include  the  cost  of  the  pipe  and  the  laying  and  installing  thereof.  That  the  num- 
ber of  feet  of  pipe  shall  be  computed  by  the  engineer  of  the  Commission  and  the 
total  cost  of  installing  said  system  other  than  herein  above  specified  shall  be  divided 
by  the  number  of  hundred  feet  of  pipe  necessary  for  said  installation.  That  the 
sum  so  found  shall  be  the  sum  which  the  defendant  shall,  and  hereby  agrees,  to 
rebate  to  the  complainant  for  and  at  the  time  of  each  permanent  connection  made 
to  said  system. 

The  definition  of  a  permanent  connection  to  be  left  to  the  Commission  and 
specified  in  its  order. 

The  complainant  to  agree  to  guarantee  for  one  year  the  connections  made  in 
Wilson's  second  subdivision,  each  connection  so  guaranteed  to  be  deemed  a  per- 
manent connection. 

It  is  stipulated  also  at  the  time  of  the  installation  of  said  system  as  aforesaid, 
and  in  said  additions  other  than  block  7,  that  there  is  nine  permanent  connections, 
which  said  nine  permanent  connections,  and  each  of  them,  are  hereby  guaranteed 
by  the  complainant  for  a  period  of  one  year.  The  amount  herein  above  guaranteed 
shall  be  such  sum  per  month  as  the  Railroad  Commission  of  the  State  of  California 
shall  fix  as  a  minimum  charge. 

That  the  rebates  herein  above  provided  to  be  made  by  the  defendant  to  the  com- 
plainant for  each  permanent  connection  shall  cease  at  such  time  as  the  complainant 
is  fully  reimbursed  for  the  amounts  advanced  for  the  installation  of  said  system. 

It  is  stipulate<l  that  within  ten  days  from  the  signing  of  the  above  order  the 
complainant  will  deposit  in  the  First  National  Bank  of  Indio  the  sum  of  $750, 
which  said  sum  shall  lie  subject  to  a  draft  signed  by  th?  defendant,  provided  there 
is  attached  thereto  a  bill  of  lading  or  bill  of  sale  for  the  four-inch  pipe  to  be 
installed  in  said  tract.  When  the  cost  of  installation  is  estimated,  the  defendant 
shall  deduct  from  said  estimattnl  cost  the  total  rebate  for  the  nine  permanent  con- 
nections hereinabove  stipulated  and  the  complainant  shall  be  credited  therewith. 
Adjustments  to  be  made  between  actual  and  estimated  cost  and  actual  and  esti- 
mated amount  of  rebate  when  the  system  is  installed.  After  the  complainant  is 
credited  with  the  amount  of  the  rebate  for  said  nine  pL^rmanent  connections,  com- 
plainant  shall  pay  the  additional  cost  of  installation  at  the  time  bills  are  rendered 
for  the  same. 

In  case  of  dispute  between  complainant  and  defendant  over  any  items  of  cost, 
labor  or  otherwise  with  reference  to  the  installation  of  said  system,  the  same  awy 
be  referred  informally  to  the  Commission  and  its  decision  shall  be  binding  upon 
both  parties. 
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No  interest  shall  be  charged  upon  any  sums  advanced  by  complainant  for  the 
installation  of  said  system.  Defendant  shall  forthwith  pay  to  complainant  the  sum 
of  $110.53,  heretofore  advanced  by  complainant  for  pipe  installed  in  block  7. 

As  to  that  portion  of  the  property  embraced  in  Exhibit  A,  hereto  attached,  not 
heretofore  covered  by  this  stipulation,  and  for  which  no  provision  for  installation 
is  made,  it  is  hereby  stipulated  that  at  such  time  as  the  complainant  herein  shall 
deem  himself  justified  in  demanding  water  for  said  portion  not  hereinabove  provided 
for,  he  shall  make  written  demand  upon  the  defendant  and  shall  advance  the  cost 
of  installation  for  said  system  in  the  same  manner  as  hereinabove  provided  for,  for 
which  cost  of  installation  the  defendant  shall  rebate  to  complainant  at  the  time  of 
each  permanent  connection  the  actual  cost  per  hundred  feet  of  such  installation ; 
provided,  however,  that  the  defendant  shall  at  no  time  be  required  to  install  less 
than  300  feet  of  main.  The  grade  and  size  of  pipe  in  all  instances  to  be  the  same 
as  hereinabove  provided  for. 

It  is  expressly  stipulated  by  and  between  the  parties  hereto  that  the  above  stipu- 
lations are  made  for  the  purpose  of  adjusting  the  differences  between  the  complain- 
ant and  the  defendant  with  reference  to  the  defendant's  furnishing  water  upon  the 
said  tract  aforesaid,  and  that  the  Commission  may,  without  objection,  make  such 
further  order  as  it  may  deem  advisable  to  the  end  that  such  differences  may  be 
adjusted,  within  the  pleadings  in  this  case. 

It  is  further  stipulated  that  there  shall  be  added  to  the  actual  cost  of  installation 
the  sum  of  ten  per  cent,  which  said  sum  of  ten  per  cent  shall  cover  the  cost  of 
supervision,  but  the  defendant  herein  shall  not  be  entitled  to  any  services  or  labor 
performed  by  him  or  for  any  other  charge  for  supervision ;  said  sum  to  be  added 
to  the  actual  cost  of  installation  in  obtaining  the  amount  to  be  used  as  the  basis 
for  ascertaining  the  amount  of  rebate  on  each  permanent  connection. 


Decision  No.  9753. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTH  FEATHER  LAND 
AND  WATER  COMPANY  FOR  AN  ORDER  AUTHORIZING  AN 
INCREASE  IN  RATES  AND  CHARGES  FOR  WATER  FURNISHED 
AND  SERVICE  RENDERED  BY  IT,  IN  THE  COUNTIES  OF  BUTTE 
AND  YUBA. 

Application  No.  5283. 

WYANDOTTE  WATER  USERS*  ASSOCIATION 

VS, 

SOUTH  FEATHER  LAND  AND  WATER  COMPANY. 


Case  No.  1403. 
Decided  November  10,  1921. 


Rates — ^Abilitt  to  Pay — Limitation  of  Sebvice.— While  it  is  held  to  be  an 
indisputable  fact  that  rates  are  directly  affected  by  the  ability  of  the  rate- 
payer to  meet  them,  the  question  of  the  ability  or  inability  to  pay  is  often 
most  difficult  to  determine.  Since  in  the  present  case  further  extension  of 
service  to  new  lands  not  heretofore  irrigated  is  now  restricted,  the  burden  of 
the  rate  to  yield  the  necessary  revenue  falls  on  existing  consumers  for  the 
future  operation  of  the  system. 

W,  E,  Duncan^  Jr„  for  Wyandotte  Water  Users'  Association  and  Protestant. 
C.  F,  Metteer,  for  South  Feather  Land  and  Water  Company. 

By  the  Commission. 

SECOND  SUPPLEMENTAL  OPINION   ON    FURTHER    HEARINQ. 

A  first  supplemental  opinion  and  order  on  further  hearing  of  above 

entitled  proceedings  was  rendered  by  this  Commission  on  May  23, 

1921— Decision  No.  9002. 
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This  decision  was  issued,  pending  a  final  determination  of  the  mat- 
ters involved,  to  provide  applicant  with  funds  to  enable  it  to  make  its 
necessary  preparations  to  give  proper  irrigation  service  for  the 
approaching  season,  and  upon  the  showing  from  the  evidence  that 
there  was  urgent  need  of  relief.  Provision  was  made  therein  for  col- 
lection of  the  first  instalment  of  the  annual  charge  for  the  present  irri- 
gation season  at  the  rate  established  by  this  Commission's  Decision  No. 
8492,  rendered  on  December  24,  1920,  namely,  one-half  of  the  annual 
charge  of  $60  per  miner 's  inch  per  season.  We  have  now  for  considera- 
tion the  protests  filed  by  the  consumers  against  the  irrigation  rate 
established  by  aforementioned  decision. 

The  protestants  ask  for  a  reconsideration  and  an  adjustment  of  this 
rate,  alleging  in  effect  that  it  results  in  charges  to  the  consumers  that 
are  unduly  high  and  greater  than  they  can  afford  to  pay.  In  support 
of  their  contentions  much  additional  evidence  was  introduced  at  the 
further  hearing  in  these  proceedings.  This  consisted  largely  of  the 
testimony  of  a  number  of  consumers  who  presented  statements  in  more 
or  less  detail  of  the  expenditures  and  crop  receipts  for  their  orchard 
properties.  Also,  testimony  was  introduced  as  to  the  recent  inadequate 
service  rendered  by  the  utility,  claiming  thereby  that  their  crops  would 
not  be  properly  matured,  and  consequently  losses  would  be  suffered. 

It  was  admitted  by  applicant  that  a  water  shortage  existed  on  the 
system  during  the  three  seasons  of  1918  to  1920,  inclusive,  when  the 
available  supply  during  the  low  flow  of  the  streams  was  inadequate  to 
furnish  the  requirements  of  the  consumers  and  it  was  necessary  to 
prorate  deliveries  of  water.  However,  it  was  shown  that  the  above  sea- 
sons were  a  succession  of  years  of  abnormally  low  rainfall  and  that 
the  water  shortage  was  general  throughout  the  state,  but  no  evidence 
was  introduced  that  the  utility,  under  the  conditions  obtaining  on  the 
system,  had  not  eflBciently  transmitted  and  distributed  the  water  supply 
available  during  said  water  shortage. 

While  it  is  an  indisputable  fact  that  rates  are  directly  affected  by 
the  ability  of  the  ratepayer  to  meet  them,  the  question  of  the  ability 
or  inability  to*  pay  is  often  most  difiicult  of  determination.  An  impor- 
tant factor  in  connection  with  the  establishment  of  the  rate  was  that 
the  system  as  at  present  developed  has  now  reached  approximately  the 
limits  of  its  capacity  in  order  to  provide  adequate  service  for  the  needs 
of  the  present  acreage  irrigated.  And,  since  further  extension  of 
service  to  new  lands  not  heretofore  irrigated  is  now  restricted,  the 
burden  of  the  rate  to  yield  the  necessary  revenue  falls  on  existing  con- 
sumers for  the  future  operation  of  the  system  under  the  conditions 
which  obtain.  This  factor  and  all  other  elements  considered  by  the 
Commission  in  fixing  these  rates  are  very  fully  set  forth  and  discussed 
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in  the  opinion  rendered  in  Decision  No.  8492,  and  reference  is  hereby 
made  thereto. 

After  careful  analysis  and  consideration  of  the  testimony  and  data 
submitted  at  the  further  hearing,  it  appears  that  no  convincing  evi- 
dence was  introduced  which  in  fairness  to  both  the  utility  and  the  con- 
sumers would  justify  any  modification  of  the  rate  schedule  heretofore 
established  in  this  proceeding. 

SECOND  SUPPLEMENTAL  ORDER. 

A  further  hearing  having  been  instituted  by  this  Commission  in  the 
above  entitled  proceedings,  following  protests  filed  by  the  consumers 
against  the  irrigation  rate  in  effect  and  heretofore  established  in  Deci- 
sion No.  8492,  rendered  by  the  Commission  December  24,  1920;  a 
public  hearing  having  been  held  and  additional  evidence  introduced, 
the  matter  having  been  submitted  and  being  now  ready  for  decision: 

It  is  hereby  found  as  a  fact  that  said  irrigation  rate  at  present  in 
effect  is  a  just  and  equitable  rate  to  be  charged  for  the  service  rendered 
by  South  Feather  Land  and  Water  Company  to  its  consumers  j 

And  basing  its  order  upon  the  foregoing  findings  of  fact  and  the 
further  findings  of  fact  contained  in  the  opinion  preceding  this  order 
and  in  the  opinion  heretofore  rendered  in  Decision  No.  8492 ; 

It  is  hereby  ordered,  that  the  irrigation  rate  remain  as  set  forth  and 
established  in  Decision  No.  8492  and  that  South  Feather  Land  and 
Water  Company  proceed  to  collect,  according  to  its  rules  and  regula- 
tions, the  second  instalment  for  1921  of  the  rate  so  established,  namely, 
one-half  of  the  annual  charge  of  $60  per  miner's  inch  per  season. 

Dated  at  San  Francisco,  California,  this  tenth  day  of  November, 
1921. 


Decision  No.  9759. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  FOOTHILL  DIT€H 
COMPANY,  A  CORPORATION,  TO  INCREAkSE  RATES  FOR  WATER 
SUPPLIED. 


Application  No.   6643. 
Decided  November  17,  1921. 


/).  E.  Perkins^  for  Applicant. 

Karl  MechantanZf  for  the  Consumers. 

Mabtin,  Commissioner, 

OPINION. 

Foothill  Ditch  Company,  a  public  utility  supplying  water  for  irriga- 
tion purposes  to  about  1500  acres  of  citrus  orchards  in  the  vicinity  of 
Exeter,  Tulare  County,  alleges  in  effect  that  the  present  rate  of  12 
cents  per  miner's  inch   day  does  not  produce  sufficient  revenue  to 


Digitized  by 


Google 


836  OAiaFORKU  RAILROAD  COMMISSION  DECISIONS. 

yield  a  reasonable  return  upon  the  capital  invested  in  the  system,  and 
asks  the  Commission  to  authorize  an  increase  in  rates  to  15  cents  per 
inch. 

A  public  hearing  was  held  at  Exeter,  of  which  all  interested  parties 
were  notified  and  given  an  opportunity  to  be  present  and  be  heard. 
At  this  hearing  the  application  was  amended  and  the  Commission  was 
asked  to  fix  such  rates  as  were  deemed  proper  for  the  service  rendered. 

Th^  present  rate  of  12  cents  per  miner's  inch  day  was  established 
by  the  Commission  in  Decision  No.  2309,  dated  April  20,  1915,  and 
reference  is  hereby  made  to  this  decision  and  to  Decision  No.  3763, 
dated  October  4,  1916,  for  a  detailed  description  and  history  of  the 
water  system. 

Applicant's  engineer  submitted  an  estimate  of  original  cost  of  the 
plant  amounting  to  $68,579,  and  the  book  cost  was  shown  by  the 
utility's  accountant  to  be  $67,039. 

Mr.  John  Spencer,  one  of  the  Commission's  hydraulic  engineers, 
presented  a  report  wherein  the  original  cost  was  estimated  to  be 
$68,236. 

All  estimates  of  original  cost  include  the  cost  of  a  concrete 
pipe  line  built  to  replace  a  ditch  sold  to  the  Lindsay-Strathmore 
Irrigation  District,  from  which  a  considerable  profit  was  derived,  and 
should,  therefore,  be  adjusted  accordingly.  In  view  of  the  testimony 
of  applicant's  president  to  the  effect  that  the  sale  mentioned  was  not 
intended  to  increase  the  consumers'  burden  in  any  way,  $47,500  is 
recommended  as  a  reasonable  sum  to  be  used  as  the  rate  base  in  this 
proceeding.  Included  in  the  rate  base  is  a  sum  suflScient  for  the 
installation  of  such  additional  measuring  devices  as  are  required. 

Mr.  Spencer's  estimate  of  depreciation  annuity,  computed  by  the 
sinking  fund  method  at  6  per  cent,  is  $700,  and  appears  reasonable. 

The  maintenance  and  operating  expense,  as  shown  by  the  utility's 
annual  reports  to  the  Commission,  for  the  past  three  years  has  been  as 
follows : 

1918 $7,070  00 

1919 8,518  00 

1920 10,155  00 

These  costs  were  shown  to  include  various  sums  expended  for  the 
purchase  of  water  and  for  pumping,  which  will  probably  not  recur 
annually.  Wages  of  labor  have  declined  and  some  further  reduction 
in  expense  may,  therefore,  be  anticipated. 

Mr.  Spencer's  estimate  of  normal  maintenance  and  operating  expense 
for  the  future  was  $6,292,  and  was  objected  to  by  the  utility  as  too  low. 

After  a  careful  consideration  of  all  the  evidence  it  appears  that 
an  allowance  of  $6,700  for  maintenance  and  operating  expense  will  be 
fair  and  reasonable. 
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The  annual  charges,  based  upon  the  foregoing  figures,  are  as  follows : 

Interest  at  8  per  cent  on  $47,500 $3,800  00 

Depreciation  annuity 700  00 

Maintenance  and   operating  expense 6,700  00 

Total $11,200  00 

The  utility's  revenues  for  the  past  three  years  have  been  as  follows: 

1918  $9,312  00 

1919 10,970  00 

1920 12.090  00 

These  revenues  are  greater  than  normal  due  to  the  fact  that  the 
utility  has  been  able  at  times  to  sell  extra  water  during  the  off  season. 
At  times  this  extra  water  was  pumped  and  on  other  occasions  was 
purchased.  It  appears  that  the  sum  of  $9,670  fairly  represents  what 
may  be  considered  a  normal  annual  revenue,  and  that  the  utility 
is  entitled  to  an  increase  in  rates. 

The  method  of  water  deliveries  on  this  system  is  open  to  criticism  due 
to  the  fact  that  in  some  instances  no  actual  measurement  of  the  quan- 
tities delivered  was  made,  and  it  is  recommended  that  the  collection 
of  the  rates  established  in  the  accompanying  order  be  conditioned  upon 
the  installation  of  proper  measuring  devices  at  all  turnouts. 

The  following  form  of  order  is  submitted : 

ORDER. 

Foothill  Ditch  Company  having  made  application  to  this  Commis- 
sion for  permission  to  increase  its  rates  for  water  delivered  for  irriga- 
tion use  in  the  vicinity  of  Exeter,  Tulare  County,  a  public  hearing  hav- 
ing been  held  thereon,  and  the  matter  having  been  submitted: 

It  is  hereby  found  as  a  fact  that  the  rates  now  charged  by  Poothill 
Ditch  Company  for  water  delivered  to  its  consumers  are  unjust  and 
unreasonable,  in  so  far  as  they  differ  from  the  rates  herein  estab- 
lished, and  that  the  rates  herein  established  are  just  and  reasonable 
rates  for  such  service; 

And  basing  the  order  upon  the  foregoing  finding  of  fact  and  upon 
the  statements  of  fact  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  Foothill  Ditch  Company  be  and  it  is 
hereby  authorized  and  directed  to  file  with  the  Railroad  Cammission, 
within  twenty  (20)  days  from  the  date  of  this  order,  and  thereafter 
charge,  effective  for  all  deliveries  subsequent  to  December  31,  1921, 
the  following  rates  for  water  supplied  to  its  consumers: 

Rate  Schedule, 

For  each  miner's  inch  flow  of  water  for  24  hours $0  14 

(The  miner's  inch  referred  to  above  shall  be  a  flow  equivalent  to  1/50 
of  one  cubic  foot  per  second.) 
Carrying  charge  for  water  used  at  the  Wallace  (Goodale)  ranch,  per  second- 
foot  per  month «,,,„,^„-,,,    6  00 
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It  is  hereby  furtlier  ardered,  that  the  collection  of  the  foregoing 
schedule  of  rates  is  expressly  conditioned  upon  the  installation  by 
Foothill  Ditch  Company  of  proper  devices  for  the  measurement  of  all 
water  delivered  to  its  consumers. 

It  is  hereby  fiaiher  ordered,  that  Foothill  Ditch  Company  be  and 
it  is  hereby  directed  to  file  with  this  Commission,  within  thirty  (30) 
days  from  the  date  of  this  order,  rules  and  regulations  governing  its 
relations  with  its  consumers. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the 
State  of  California. 

Dated  at  San  Francisco,  California,  this  seventeenth  day  of  Novem- 
ber, 1921. 


Decision  No.  9760. 

IN  THE  MATTER  OP  THE  APPLICATION  OF  SANTA  CRUZ  COUNTY 
UTILITIES,  A  CORPORATION,  FOR  AN  ORDER  FIXING,  ADJUST- 
ING AND  INCREASING  THE  RATES  FOR  THE  SALE  OF  WATER 
AT  GLEN  ARBOR,  RIVERSIDE  PARK,  BEN  LOMOND,  BROOKDALH 
AND  BOULDER  CREEK,  AND  TO  INCREASE  THE  RATES  FOR 
THE  SALE  OF  ELECTRICITY  AT  BROOKDALB,  BOULDER  CREEK 
AND  LORENZO,  IN  SANTA  CRUZ  COUNTY,  STATE  OF  CALIFORNIA. 


Application  No.  6254. 
Decided  November  17,  1921. 


J,  C,  Hughes,  for  Applicant. 

H.  W.  Erskine,  for  the  Brookdale  Club. 

Geo,  W.  Smithy  for  certain  consumers  of  the  town  of  Boulder  Creek. 

By  the  Commission. 

OPINION-. 

The  Santa  Cruz  County  Utilities,  a  corporation,  is  engaged  in  the 
public  utility  business  of  supplying  electricity  for  light  and  power 
to  consumers  in  Boulder  Creek,  Lorenzo  and  Brookdale,  and  water  for 
domestic  and  commercial  purposes  to  the  inhabitants  of  Boulder  Creek, 
Brookdale,  Ben  Lomond  aud  Riverside  Park.  It  also  furnishes  water 
for  the  system  owned  and  operated  by  Mrs.  L.  W.  Coffee,  serving  the 
community  of  Glen  Arbor.  These  towns  are  well  known  summer 
resorts  situated  on  the  San  Lorenzo  River  in  Santa  Cruz  County.  The 
applicant  in  the  above  entitled  matter  alleges  that  it  has  made  no 
profits  from  the  operation  of  the  plants,  and  that  unless  the  present 
rates  for  light  and  water  service  rendered  by  it  are  increased,  it  will 
not  be  able  to  pay  its  actual  operating  expenses  and  will  suffer  severe 
financial  losses  and  be  compelled  to  assess  its  stockholders  to  meet  its 
necessary  expense.  The  Commission  is  therefore  asked  to  establish 
an  increased  schedule  of  rates  for  both  electric  and  water  service  which 
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will  yield  suflScient  revenues  to  provide  for  operating  expenses,  depre- 
ciation and  a  fair  return  upon  the  investment. 

Public  hearings,  comprising  six  separate  sessions,  were  held  in 
Boulder  Creek  and  San  Francisco  before  Examiner  Satterwhite,  at 
which  all  interested  parties  were  given  an  opportunity  to  be  present 
and  be  heard. 

The  water  system,  as  it  exists  at  present,  consists  of  three  separate 
systems,  formerly  owned  and  operated  by  various  individuals  and 
corporations  but  now  consolidated  and  operated  under  one  manage- 
ment. The  towns  of  Boulder  Creek  and  Brookdale  are  supplied  by 
two  separate  water  systems,  while  Ben  Lomond,  Riverside  Park  and 
Glen  Arbor  are  served  by  another.  All  systems  are  operated  entirely 
by  gravity,  the  water  supply  being  obtained  by  diverting  water  from 
several  small  streams  flowing  into  the  San  Lorenzo  River. 

Applicant  owns  approximately  900  acres  of  land  at  Boulder  Creek, 
600  acres  at  Brookdale  and  45  acres  at  Ben  Lomond.  Only  a  part 
of  the  land  at  Boulder  Creek  and  at  Brookdale  is  necessary  for  the 
domestic  water  supply.  In  the  Boulder  Creek  system  there  is  a  con- 
crete storage  reservoir  70  feet  by  85  feet  by  13  feet  in  dimension,  and 
in  Brookdale  there  are  two  concrete  storage  reservoirs,  one  34  feet  by 
34  feet  by  9  feet  and  the  other  39  feet  by  41  feet  by  12  feet.  These 
three  reservoirs  were  originally  installed  for  the  purpose  of  generating 
electric  energy  at  two  power  houses,  but  since  1918  they  have  not  been 
used  for  that  purpose. 

The  domestic  storage  facilities  consist  of  several  redwood  tanks  and 
small  concrete  reservoirs.  The  transmission  and  distribution  system 
of  Boulder  Creek  consists  of  4675  feet  of  6-inch  cast-iron  pipe  and 
9700  feet  of  standard  screw  pipe.  Brookdale  is  supplied  by  approxi- 
mately 40,000  feet  of  pipe  lines,  the  major  portion  of  which  is  two 
inches  in  diameter  and  smaller.  Ben  Lomond,  Riverside  Park  and 
Glen  Arbor  are  supplied  by  approximately  31,000  feet  of  pipe  lines. 

The  rates  charged  for  water  service  on  the  Boulder  Creek  system 
have  never  been  established  by  the  Commission,  but  were  fixed  by  the 
former  owners  of  the  system  and  have  been  in  effect  for  several  years. 
They  are  as  follows: 

Water  Rates— Boulder  Greek. 
For  domestic  service: 

Per  1000  gallons $0  40 

Minimum  charge,  per  month 1  50 

Meter  rent,  payable  when  meter  is  installed  and  service  shut  off,  per  month         50 

The  rates  for  water  service  now  charged  at  Brookdale,  Ben  Lomond, 
Riverside  Park   and   Glen  Arbor  were  fixed  by  the   Commission   in 
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Decision  No.  5857,  Application  No.  4073,  decided  October  21,  1918,  and 
are  as  follows: 

Water  Rates. 
Schedule  "A'*  (meter  rates)  : 

For  each  meter  installed  and  single  payment  made  on  account  of  same, 
minimum  annual  charge,  for  which  5000  cubic  feet  of  water  may  be 
used  at  any  time  during  the  calendar  year  covered  by  the  payment..     $12  00 

Additional  water,  per  100  cubic  feet 20 

Schedule  '*B"  (flat  rate)  : 

An  annual  charge,  payable  in  advance 15  00 

Schedule  "C": 

Sprinkling  roads,  for  each  sprinkling  cart  using  water  from  pipe  lines  of 

Mountain  Light  and  Water  CJompany,  per  year 1(X)  (X) 

Schedule  "D" : 

Fish  hatcheries,  an  annual  charge,  payable  September  1st 1     150  00 

Rates  now  being  charged  by  applicant  for  electric  service  at 
Brookdale  were  fixed  by  the  Commission  in  Decision  No.  5857,  Appli- 
cation No.  4073,  decided  October  21,  1918. 

Brookdale  Electric  Rates. 
Schedule  "A"  (meter  rates)  : 

Residence  and  household  lighting  service,  including  hotels  and  boarding 

houses  of  less  than  ten  (10)  rooms,  per  kilowatt  hour $0  10 

Annual  minimum,  calendar  year 15  00 

Schedule  "B'*  (meter  rates)  : 

Commercial  lighting,  per  kilowatt  hour 10 

Minimum  calendar  year: 

Hotels  and  boarding  houses  of  25  rooms  and  over,  per  annum 50  00 

Hotels  and  boarding  houses  of  10  to  ^  rooms,  per  annum 20  00 

Commercial  business  places,  including  barber  shops  and  bath  houses, 

per  annum 15  00 

Schedule  *'C"   (flat  rate)' 

Residence  and  household  lighting  service,  applicable  to  small  cottages, 

per  calendar  year 10  00 

Under  this  schedule   the  company  reserves  the  right  at  its  option  to 
install  meters  and  charge  the  meter  rate,  with  $10  annual  minimum. 
Fish   hatcheries,   per  annum 30  00 

The  rates  now  being  charged  by  the  applicant  for  electric  service  in 
Boulder  Creek  and  Lorenzo  were  fixed  by  the  former  Boulder  Creek 
Light  and  Water  Company  several  years  ago,  and  are  as  follows : 

Electric  Rates — Boulder  Creek  and  Lorenzo. 

Schedule  **A"   (metered  service)  : 

For  all  energy  consumed,  per  kilowatt  hour $0  10 

Minimum  charge,  per  meter  per  month 1  00 

Schedule  **B"    (flat  rate),  per  month 1  00 

According  to  the  applicant  there  are  114  water  consumers  at  Boulder 
Creek,  184  at  Brookdale,  131  at  Ben  Lomond  and  Riverside  Park,  and 
19  at  Glen  Arbor,  making  a  total  of  448  water  consumers,  of  which 
there  are  96  metered  services  in  Boulder  Creek  and  52  metered  services 
in  Ben  Lomond.    The  remainder  are  all  flat  services. 

The  applicant  claims  the  value  of  the  Ben  Lomond  water  system  to 
be  $12,417  and  that  of  the  Brookdale  water  system  to  be  $17,319,  based 
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upon  the  depreciated  reproduction  cost  as  determined  by  the  Commis- 
sion in  Application  No.  4073,  Decision  No.  5857,  to  which  subsequent 
additions  and  betterments  have  been  added  at  the  original  cost  as 
given  by  the  applicant's  books  and  accounts.  The  applicant  valued  the 
Boulder  Creek  water  system  at  $27,949,  which  is  the  estimated  original 
cost,  including  one-half  of  the  watershed  lands,  comprising  some  900 
acres,  and  one-half  of  the  flumes  and  reservoir  road.  The  above  figures 
do  not  include  the  power  reservoirs  at  Boulder  Creek  and  Brookdale, 
which  are  included  in  the  valuation  of  the  electric  properties.  This 
makes  a  total  valuation  of  the  water  systems  of  $57,685.  Another 
valuation  of  water  systems  was  submitted  on  behalf  of  applicant  by 
R.  W.  Hawley  at  one  of  the  later  hearings,  based  upon  the  report  of 
Mr.  M.  R.  MacKall,  one  of  the  Commission 's  hydraulic  engineers,  which 
had  been  submitted  earlier  in  the  proceedings.  Mr.  Hawley  recom- 
mended the  following  additions  to  the  findings  of  Mr.  MacKall : 

Ben  Lomond :  45  acres  of  land  valued  at  $4,500,  addition $2,450  00 

Brookdale :  water  rights 600  00 

South  Power  reservoir  and  pipe  lines 4,168  00 

Boulder  Creek:  400  acres  of  land  valued  at  $12,000,  addition 7,000  00 

Power  reservoirs,  etc. 12,547  00 

Riparian  rights  below  intake  15,000  feet  at  $1.00 15,000  00 

Total  additions $41,765  00 

Adding  this  to  the  appraisement  of  the  Commission 's  hydraulic  engi- 
neer, amounting  to  $47,578,  the  total  value  of  the  water  system,  accord- 
ing to  Mr.  Hawley 's  report,  is  $89,363. 

Mr.  MacKall  made  a  field  investigation  of  the  water  system  and 
submitted  a  report  and  appraisal  showing  the  estimated  original  cost 
of  the  water  properties  to  be  $47,578  as  above,  and  recommending  a 
replacement  annuity,  computed  upon  the  6  per  cent  sinking  fund 
method  of  $495.  The  sum  of  $4,000  was  estimated  to  be  a  reasonable 
allowance  for  the  annual  maintenance  and  operation  expenses  of  the 
water  systems  of  this  utility. 

The  applicant  estimated  the  future  maintenance  and  operation 
expenses  of  the  water  system  to  be  $5,449.50  and  for  the  electric  system 
to  be  $8,088.75.  The  difference  in  the  valuation  of  the  water  system 
as  submitted  by  Mr.  Hawley  and  Mr.  MacKall  lies  in  the  value  and 
amount  of  watershed  lands,  including  water  and  riparian  rights,  con- 
sidered used  and  useful  to  the  system,  and  in  the  power  reservoirs  at 
Boulder  Creek  and  Brookdale,  which  were  excluded  in  the  report  of 
the   Commission's   engineer. 

A  careful  consideration  of  the  evidence  leads  to  the  conclusion  that 
the  additional  storage  facilities  provided  by  certain  of  the  so-called 
power  reservoirs  perform  some  useful  and  necessary  service  to  the 
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communities  served.  However,  the  power  reservoirs  at  Brookdale  are 
not  at  present  so  connected  with  the  distribution  system  as  to  be  of 
maximum  service  value  to  the  consumers.  This  connection  will  be 
provided  for  in  the  following  order  and  allowance  made  in  the  esti- 
mated service  value  of  the  system  for  the  useful  portion  of  the  reser- 
voirs. '^ 

In  view  of  the  evidence  presented  in  this  matter,  it  is  believed  that 
the  sum  of  $53,733,  with  a  correspondinpr  annual  replacement  fund  of 
$548,  represents  the  fair  and  rea.sonable  service  value  of  the  water 
properties  of  this  system  for  the  purposes  of  this  proceeding,  and  the 
amount  of  $4,000  is  believed  to  be  a  fair  allowance  for  the  annual 
maintenance  and  operation  expenses  of  the  water  system,  which 
amount  is  believed  to  be  ample  to  enable  applicant  to  provide  good  and 
adequate  service  to  all  consumers.  The  above  amounts  presuppose  the 
proper  connection  of  the  South  Power  reservoir  at  Brookdale  with  the 
distribution  system  in  such  a  manner  that  the  consumers  will  derive 
the  full  and  reasonable  value  of  the  storage  facilities  afforded  by  this 
reservoir,  and  their  use  should  be  contingent  upon  such  connection. 

Following  is  a  summary  of  the  annual  charges  of  the  water  system  of 
this  utility  based  upon  the  foregoing  figures: 

Annual  Charges,  Water  System. 

Return  at  8  per  cent  on  $53,733 ^,299  00 

Replacement  annuity 548  00 

Maintenance  and   operation   expense 4,000  00 

Total  annual  charges  (water) $8^847  00 

Water  revenues  for  1920 |7,553  00 

Applicant  requests  that  rates  be  established  for  Glen  Arbor.  This 
system  is  at  present  owned  and  operated  by  Mrs.  Lawrence  W.  CoflFee, 
and  water  is  supplied  by  applicant  under  a  written  agreement. 
Authority  to  lease  this  system  has  never  been  applied  for  by  or  on 
behalf  of  applicant,  nor  granted  by  the  Commission.  For  these  reasons 
the  schedule  of  rates  given  in  the  accompanying  order  does  not  apply 
to  consumers  in  Glen  Arbor. 

The  hydro-electric  power  plants  formerly  operated  by  applicant  and 
predecessors  are  now  nonoperative,  all  energy  being  purchased  from 
the  Coast  Counties  Gas  and  Electric  Company.  Only  the  distribution 
system  of  the  electric  properties  is  considered  operative  for  the  purposes 
of  this  proceeding.  Mr.  A.  B.  Daly,  one  of  the  Commission's  electrical 
engineers,  prepared  a  report  and  appraisement  of  the  used  and  useful 
electrical  properties,  in  which  the  estimated  original  cost  as  of  Decem- 
ber 31,  1920,  amounted  to  $7,660,  and  the  depreciation  for  this  period, 
$268.    This  valuation  was  based  upon  the   Commission's  Decisions 
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Nos.  2958  and  8008,  supplemented  by  all  subsequent  additions  and 
betterments.  The  average  capital  for  the  year  1921  was  estimated  to 
be  $9,187  and  the  depreciation  $277.  The  future  maintenance  and 
operation  expenses  were  estimated  to  amount  to  $4;934  and  the  revenues 
for  1920  were  given  as  $4,946.  Applicant  claimed  that  the  future 
maintenance  and  operation  expenses  would  be  $8,089,  and  presented 
figures  giving  $5,022  as  the  revenues  for  the  year  1920. 

A  careful  consideration  of  the  evidence  leads  to  the  conclusion  that 
the  estimates  presented  by  the  Commission's  engineer  are  just  and 
reasonable,  and  they  will  be  used  herein.  It  is  the  opinion  of  the 
Commission  that  proper  service  conditions  and  the  normal  growth  of 
the  communities  served  will  result  in  the  realization  of  increased 
revenues.  Analysis  of  the  testimony  indicates  that  an  increase  in 
electric  rates  is  not  justified. 

ORDER. 

The  Santa  Cruz  County  Utilities,  a  public  utility  corporation,  having 
applied  to  the  Railroad  Commission  for  an  order  fixing,  adjusting  and 
increasing  its  rates  for  the  sale  of  water  at  Glen  Arbor,  Riverside 
Park,  Ben  Lomond,  Brookdale  and  Boulder  Creek,  and  authorizing  an 
increase  in  its  rates  for  the  sale  of  electricity  at  Brookdale,  Boulder 
Creek  and  Lorenzo,  in  Santa  Cruz  County,  public  hearings  having 
been  held  thereon,  and  the  matter  having  been  submitted : 

It  is  hereby  found  as  a  fact  that  the  rates  now  charged  by  the 
Santa  Cruz  County  Utilities  for  water  supplied  to  its  consumers  are 
unjust  and  unreasonable  in  so  far  as  they  differ  from  the  rates  herein 
established,  and  that  the  rates  herein  established  for  water  service  are 
just  and  reasonable  rates  for  such  service;  and  that  the  rates  and 
charges  for  electric  energy  now  in  effect  are  fair  and  reasonable  rates 
for  such  service,  and  are  adequately  compensatory  to  the  extent  of 
earning  proper  operating  expenses  and  a  fair  return  upon  the  reason- 
able valuation  of  its  properties. 

And  basing  its  order  on  the  foregoing  findings  of  fact  and  on  the 
further  statements  of  fact  contained  in  the  opinion  preceding  this 
order ; 

It  is  hereby  ordered:  (1)  That  the  application  of  Santa  Cruz  County 
Utilities  for  authority  to  increase  rates  and  charges  for  electric  energy 
be  and  it  is  hereby  denied. 

(2)  That  Santa  Cruz  County  Utilities  be  and  it  is  hereby  authorized 
and  directed  to  file  with  the  Railroad  Commission  within  twenty  (20) 
days  from  the  date  of  this  order  the  following  rates  for  water  delivered 
to  its  consumers  in  Boulder  Creek,  Brookdale,  Ben  Lomond  and  River- 
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side  Park,  said  rates  to  become  effective  for  all  service  rendered  after 

December  31,   1921: 

Metered  Water  Rate; 

Minimum  annual  charges  payable  in  advance,  which  entitles  consumer  to 
a  maximum  of  500  cubic  feet  of  water  per  month  for  a  period  of  eight 
months    $12  00 

All  use  during  other  months,  500  cubic  feet  or  less  per  month 1  50 

For  use  over  500  cubic  feet: 

Next      9,500  cubic  feet,  per  100  cubic  feet 25 

Above  10,000  cubic  feet,  per  100  cubic  feet 20 

Flat  Ratet. 

Annual  charges,  payable  in  advance $15  00 

Fish  hatcheries,  an  annual  charge,  payable  September  1 150  00 

Road  sprinkling,  per  year  for  each  sprinkling  cart  using  water  from  pipe 

lines  of  Santa  Cruz  County  Utilities 100  00 

(3)  That  Santa  Cruz  County  Utilities  be  and  it  is  hereby  directed 
to  install  such  necessary  and  proper  connection  or  connections  with 
the  south  reservoir  at  Brookdale  and  the  distribution  system  that  the 
consumers  may  derive  the  reasonable  maximum  service  value  from  the 
reservoir,  this  improvement  to  be  installed  and  in  operation  as  soon  as 
conditions  will  permit,  but  in  no  case  later  than  December  31,  1921. 

(4)  That  collection  of  the  rates  set  out  in  the  schedule  herein  author- 
ized in  Brookdale  is  expressly  conditioned  upon  the  improvement  above 
ordered  having  been  installed  and  in  operation  in  a  manner  satisfactory 
to  the  Commission  on  or  before  December  31,  1921. 

(5)  That  Santa  Cruz  County  Utilities  be  and  it  is  hereby  directed 
to  file  with  the  Railroad  Commission  within  thirty  (30)  days  from 
the  date  of  this  order  a  complete  schedule  of  rules  and  regulations 
governing  the  distribution  and  sale  of  water  and  electric  energy  to 
consumers  supplied  by  it,  said  schedule  to  be  eflfective  on  the  date  of 
its  acceptance  by  the  Commission. 

Dated  at  San  Francisco,  California,  this  seventeenth  day  of  Novem- 
ber,  1921. 


Decision  No.  9764. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  THOR  BORRESEN  FOR 
A  CERTIFICATE  OF  PUBLIC  CONVENIENCE  TO  SELL  AND  DIS- 
TRIBUTE WATER  IN  TRACT  NO.  3901,  IN  LOS  ANGELES  COUNTY. 


Application  No.  6947. 
Decided  November  17,  1921. 


Thor  Borresen,  in  propria  persona, 

H,  T,  Robinson^  for  Ocean  Park  Heights  Land  and  Water  Company 

By  the  Commission. 

OPINION. 

In  this  proceeding  applicant  asks  that  a  certificate  of  public  con- 
venience and  necessity  be  granted  permitting  him  to  supply  water  for 
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domesFtic  purposes  in  Tract  No.  3901,  a  new  subdivision  located  between 
Culver  City  and  Venice,  in  Los  Angeles  County.  A  public  hearing 
was  held  in  Los  Angeles  before  Examiner  Williams,  of  which  all  inter- 
ested parties  were  notified  and  given  an  opportunity  to  be  present  and 
be  heard. 

Applicant  testified  that  he  had  been  operating  a  water  system  in  the 
tract  referred  to  since  May,  1921,  furnishing  water  only  to  purchasers 
of  property  therein;  that  at  present  there  are  six  consumers  being 
supplied  at  a  fiat  rate  of  $1.50  per  month ;  that  he  has  a  verbal  agree- 
ment with  the  owners  of  the  tract,  whereby  he  is  to  operate  the  system 
and  in  consideration  is  to  receive,  in  addition  to  the  revenues  from 
the  sale  of  water,  title  to  the  water  system  and  the  property  upon 
which  the  pumping  plant  is  situated,  on  October  10,  1927. 

The  applicant  further  testified  that  he  had  had  no  previous  experi- 
ence in  the  operation  of  water  systems  and  that  he  depended  upon  the 
revenues  from  the  sale  of  water  to  defray  all  expenses  in  connection 
with  its  operation. 

There  was  no  evidence  presented  to  show  the  owners  of  the  tract 
and  water  system  had  entered  into  an  agreement  with  the  applicant 
other  than  the  statement  that  he  had  a  verbal  agreement  with  L.  L. 
Robinson,  one  of  the  owners  of  the  tract. 

The  Ocean  Park  Heights  Land  and  Water  Company  appeared  to 
oppose  the  granting  of  this  application  on  the  ground  that  this  district 
should  be  served  by  it,  as  the  tract  immediately  adjoins  that  company's 
service  area  on  two  sides  and  there  has  been  developed  an  ample  water 
supply  to  serve  the  entire  territory.  The  company  is,  however,  unwill- 
ing to  extend  its  mains  to  serve  Tract  No.  3901  in  accordance  with  its 
rules  and  regulations  filed  with  this  Commission. 

It  would  appear  that  this  application  should  be  denied  on  the  ground 
that  applicant  herein  holds  no  title  or  interest  in  the  water  system, 
nor  did  he  present  any  evidence  to  show  that  the  actual  owners  of  the 
plant  would  be  in  any  way  responsible  for  its  continued  operation. 

Should  the  owners  of  the  water  system  make  application  for  a  certifi- 
cate of  public  convenience  and  necessity  such  application  will  receive 
due  consideration. 

ORDER. 

Thor  Borresen  having  made  application  as  entitled  above,  a  public 
hearing  having  been  held  thereon  and  the  matter  having  been  sub- 
mitted : 

It  is  hereby  found  as  a  fact  that  the  applicant  herein  has  not  shown 
that  he  is  the  owner  of  the  water  system  serving  the  territory  for  which 
the  certificate  is  desired,  nor  has  any  showing  been  made  as  to  responsi- 
bility for  the  continued  operation  of  the  plant. 
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And  basing  the  order  upon  the  foregoing  finding  of  fact  and  upon 
the  statements  of  fact  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  the  application  be  and  it  is  hereby  denied 
without  prejudice. 

Dated  at  San  Francisco,  California,  this  seventeenth  day  of  Novem- 
ber, 1921. 

Decision  No.  9765. 

CITY   OV  SAN  BUENAVENTURA 

vs, 

SOUTHERN  CALIB^ORNIA  EDISON  COMPANY,  A  CORPORATION. 


Case  No.  1461. 
Decided  November  17,  1921. 


Don  C,  Bowkcr,  H.  F.  Orr  and  L.  G.  Drapeau,  for  Complainant 
Robert  M,  Clarke  and  D,  W.  Cunningham,  for  Defendant. 

By  the  Commission. 

OPINION. 

This  is  a  complaint  made  by  the  city  of  San  Buenaventura,  commonly 
known  as  the  city  of  Ventura,  against  the  Southern  California  Edison 
Company,  which  supplies  water  for  domestic  and  irrigation  purposes 
to  consumers  in  and  in  the  vicinity  of  the  city. 

It  is  alleged  that  the  water  furnished  by  defendants  is  unfit  for 
use,  due  to  the  fact  that  unfiltered,  impure  surface  water  from  the 
Ventura  River  is  allowed  to  flow  into  the  mains,  and  that  the  pipe 
system  has  become  foul  and  infested  with  animal  life.  It  is  also  alleged 
that  the  supply  furnished  is  inadaquate  because  of  the  use  by  defend- 
ant of  a  single  pipe  line  of  insufficient  capacity  for  the  supply  of 
water  for  both  irrigation  and  domestic  use. 

Complainant  therefore  asks  that  defendant  be  required  to  filter  all 
water  supplied  within  the  city,  or  to  secure  all  water  from  underground 
sources  which  are  free  from  contamination ;  that  defendant  be  restrained 
from  turning  any  of  the  surface  flow  of  the  Ventura  River  into  its 
mains;  that  defendant  be  required  to  provide  separate  pipes,  of  ade- 
quate capacity,  for  the  supply  of  water  for  domestic  and  irrigation 
purposes,  and  to  install  proper  facilities  for  the  elimination  of  objec- 
tionable matter  from  its  pipe  system. 

Defendant's  answer  to  the  foregoing  complaint  alleges  that  since 
defendant  became  the  owner  of  this  system  in  November,  1917,  it  has 
made  extensive  improvements  thereto  for  the  purpose  of  providing  an 
adequate  and  potable  supply  of  water  and  that  additional  improvements 
are  under  construction. 
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Public  hearings  were  held  in  the  above  entitled  matter,  before  Exam- 
iner Satterwhite  at  Ventura,  at  which  all  interested  parties  were  given 
an  opportunity  to  be  present  and  be  heard.  At  these  hearings  five 
proceedings,  Applications  Nos.  5104  and  5949,  and  Cases  Nos.  1257, 
1455  and  1461  were  consolidated  and  it  was  stipulated  that  the  testi- 
mony introduced  in  any  proceeding  might  be  considered  in  the  others. 
However,  due  to  the  diversity  of  the  matters  involved  it  has  been  con- 
sidered advisable  to  render  separate  decisions. 

It  appears  from  the  testimony  presented  that  at  the  time  this  com- 
plaint was  filed,  water  for  domestic  and  industrial  purposes  for  use 
in  the  city  of  Ventura  and  for  irrigation  use  along  Ventura  avenue 
was  delivered  through  one  main  pipe  line,  and  that  the  water  delivered 
over  a  considerable  area  within  the  city  was  discolored  and  contained 
sediment,  vegetable  matter,  and  some  animal  life  in  the  form  of  fish 
and  eels. 

After  the  filing  of  this  complaint  and  before  these  hearings  were 
held,  defendant  completed  and  put  into  operation  a  pumping  plant 
on  the  Ventura  River  at  Gosnell  Hill,  which  now  supplies  water  for 
irrigation  purposes  to  approximately  70  per  cent  of  the  lands  along 
Ventura  avenue  which  receive  water  from  defendant's  system.  The 
capacity  of  this  plant  is  seventy-five  miner's  inches,  and  its  installa- 
tion and  operation  will  increase  the  supply  of  underground  water 
available  for  use  in  the  city  by  the  quantity  of  water  furnished  by 
it  for  irrigation  along  Ventura  avenue. 

In  June,  1920,  defendant  put  into  operation  a  filtering  device 
through  which  all  water  entering  the  mains  has  been  passed.  The 
device  consists  of  two  30-inch  pipes  packed  with  coarse  stones,  gravel 
and  charcoal.  Testimony  indicates  that  the  water  is  made  clear  by 
passing  through  this  filter,  even  at  times  of  high  water  when  the  stream 
is  muddy.  Defendant  has  also  placed  screens  over  the  intake  pipe 
lines  at  Casitas  to  prevent  the  ingress  of  fish  and  debris. 

During  the  latter  part  of  1918  and  the  first  part  of  1919  a  chlorin- 
ating plant  was  installed  at  the  intake  of  the  water  system  on  the 
Ventura  River,  and  all  surface  water  taken  into  the  pipe  lines  is  now 
treated  with  chlorine  and  thus  rendered  safe  for  domestic  use.  Sam- 
ples of  the  water  furnished  in  the  city  of  Ventura  are  sent  monthly 
to  the  State  Board  of  Health  for  analysis.  Results  of  the  analyses 
thus  made,  covering  one  year  previous  to  these  hearings,  were  intro- 
duced in  evidence  and,  without  exception,  indicate  that  the  water  is 
safe  for  human  consumption. 

Testimony  was  introduced  by  defendant  to  the  effect  that  a  reservoir 
would  be  constructed  at  a  high  level  above  the  city,  and  that  a  booster 
pumping  plant  would  be  installed  on  the  Ventura  avenue  main,  to  be 
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used  for  increasing  pressures,  in  ease  of  fire  and  during  other  periods 
of  abnormal  demand.  Defendant's  closing  brief  states  that  the  instal- 
lation of  this  reservoir  and  the  booster  pumping  plant  has  been  com- 
pleted. 

It  is  apparent  that  defendant  has  done  much  to  improve  the  con- 
ditions which  resulted  in  inadequate  service  and  an  unwholesome  water 
supply.  However,  further  improvements  are  necessary  in  order  that 
satisfactory  service  can  be  rendered,  and  the  following  order  will  pro- 
vide for  their  installation. 

ORDER. 

The  city  of  San  Buenaventura  having  made  complaint  in  the  above 
entitled  proceeding,  public  hearings  having  been  held  thereon,  and  the 
matter  having  been  submitted: 

It  is  hereby  found  as  a  fact  that  by  the  installation  of  improvements 
to  its  water  system  defendant  is  now  able  to  render  such  service  to  its 
consumers  within  the  city  of  San  Buenaventura  as  to  remedy  many  of 
the  causes  of  complaint,  but  that,  in  order  to  furnish  an  adequate  and 
satisfactory  supply,  certain  other  improvements  are  necessary ; 

And  basing  the  order  upon  the  foregoing  finding  of  fact  and  upon 
the  statements  of  fact  contained  in  the  opinion  preceding  this  order ; 

It  is  hereby  ordered,  that  Southern  California  Edison  Company  be 
and  it  is  hereby  directed  to  begin  at  once  and  to  proceed  diligently  to 
complete  the  construction  of  a  pipe  line,  of  adequate  size  and  capacity, 
from  the  weir  box  near  Canets  to  its  balancing  reservoirs,  and  to  delivei 
to  the  reservoirs,  through  this  pipe  line,  all  water  destined  for  use 
in  the  city  of  San  Buenaventura,  and  from  these  reservoirs  directly  to 
the  Ventura  avenue  pipe  line ;  and 

It  is  hereby  further  ordered,  that  the  intake  of  the  present  pipe  line 
leading  from  the  balancing  reservoirs  to  the  Ventura  avenue  pipe  line 
be  covered  with  a  screen  to  prevent  the  ingress  of  debris  or  other 
objectionable  matter;   and 

It  is  hereby  further  ordered,  that  suitable  provision  be  made  for  the 
flushing  of  mains  in  the  city  of  San  Buenaventura,  at  low  points  in  the 
pipe  lines  and  such  other  points  as  may  be  necessary,  in  order  that 
the  mains  may  be  kept  clean  and  free  of  vegetable  or  other  objection- 
able matter;  and 

It  is  hereby  further  ordered,  that  Southern  California  Edison 
Company  be  and  it  is  hereby  directed  to  file  with  the  Railroad  Commis- 
sion of  the  State  of  California  for  its  approval,  within  twenty  (20) 
days  from  the  date  of  this  order,  detailed  plans  and  specifications 
covering  the  construction  of  the  improvements  to  its  system  herein 
ordered. 

Dated  at  San  Francisco,  California,  this  seventeenth  day  of  Novem- 
ber, 1921. 
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Decision  No.  9766. 

IN  THE  MATTER  OF  THE  APPLICATION  OP  SOUTHERN  CALIFORNIA 
EDISON  COMPANY  FOR  AUTHORITY  TO  PURCHASE  CERTAIN 
SECURITIES  OF  SANTA  BARBARA  ELECTRIC  COMPANY,  AND 
TO  ACQUIRE  THE  PROPERTIES  AND  FRANCHISES  OF  SANTA 
BARBARA  ELECTRIC  COMPANY,  AND  OF  SANTA  BARBARA  ELEC- 
TRIC COMPANY  TO  SELL  ITS  PROPERTIES  AND  FRANCHISES 
TO  SOUTHERN  CALIFORNIA  EDISON  COMPANY. 


Application  No.  7240. 
Decided  November  17,  1921. 


Roy  V,  Reppy  and  Wm,  G,  Griffith,  for  Applicants. 
Benedict,  Commissioner. 

OPINION. 

Santa  Barbara  Electric  Company  asks  permission  to  sell  and  convey 
to  Southern  California  Edison  Company  all  of  its  business,  franchises 
and  properties,  more  particularly  described  in  Exhibit  **A"  attached 
hereto. 

Southern  California  Edison  Company,  hereinafter  referred  to  as  the 
Edison  Company,  joins  in  the  application  and  asks  permission  to  acquire 
the  business,  franchises  and  properties,  to  assume  all  the  debts  and 
liabilities  of  Santa  Barbara  Electric  Company  and  to  pay  Santa 
Barbara  Electric  Company,  on  or  before  July  1,  1941,  the  sum  of 
$682,634.50,  with  interest  at  the  rate  of  7.04  per  cent  per  annum. 

The  Edison  Company  further  asks  permission  to  purchase  635  shares 
of  the  common  stock  of  Santa  Barbara  Electric  Company  for  $70.50 
a  share. 

Santa  Barbara  Electric  Company,  which  is  engaged  in  the  business 
of  generating,  transmitting  and  distributing  electric  energy  in  Santa 
Barbara  County,  was  organized  during  the  month  of  August,  1909, 
with  an  authorized  capital  stock  of  $1,000,000,  divided  equally,  into 
preferred  and  common  stock.  Of  the  authorised  stock,  $400,000 
(4000  shares)  of  6  per  cent  preferred  and  $400,900  (4009  shares)  of 
common  stock  are  at  present  issued  and  outstanding.  The  record 
shows  that  the  Edison  Company  owns,  and  has  owned  since  the  organ- 
ization of  the  Santa  Barbara  Electric  Company,  all  of  the  outstanding 
preferred  stock  and  $337,400  of  the  outstanding  common  stock,  and 
that  by  reason  of  such  stock  ownership,  Santa  Barbara  Electric  Com- 
pany has  been  operated  for  many  years  substantially  as  a  subsidiary 
of  the  Edison  Company. 
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In  Exhibit  **3"  applicants  report  the  original  cost  of  the  properties 
to  be  transferred  as  of  August  31,  1921,  at  $1,595,979.72  as  follows: 

Capital  assets  as  shown  by  balance  sheet $1,720,1^3  48 

Deduct  amount  included  in  intangible  capital  which  does  not  represent 

actual  cash  expenditure   376,598  48 

Net  capital  assets $i;^2,545  00 

Current  assets  227,179  94 

Deferred  assets   $97,529  40 

Less  unamortized  discount  on  securities  and  expense 81,274  62 

— 16,254  78 

Total   original  cost $1,595,979  72 

The  indebtedness  to  be  assumed  by  the  Edison  Company  is  reported 
in  Exhibit  **A'',  as  of  August  31,  1921,  as  follows: 

First  mortgage  bonds $750,700  00 

Notes  payable 265,000  00 

Accounts  payable 41,163  80 

Total  indebtedness $1,056,863  80 

In  addition  to  assuming  indebtedness  of  $1,056,863.80,  the  Edison 
Company  has  agreed  to  pay  to  the  Santa  Barbara  Electric  Company 
for  its  properties  on  or  before  July  1,  1941,  the  sum  of  $682,634.50, 
with  interest  at  the  rate  of  7.04  per  cent  per  annum.  Reference  will 
hereafter  be  made  to  this  payment. 

The  Edison  Company  owns  all  but  635  shares  ($63,500)  of  the  out- 
standing stock  of  the  Santa  Barbara  Electric  Company,  The  Edison 
Company  has  offered  to  purchase  the  635  shares  of  stock  at  $70.50  per 
share.  In  arriving  at  the  $70.50  per  share,  the  Edison  Company  has 
assumed  the  payment  of  a  6  per  cent  dividend  on  the  Santa  Barbara 
Electric  Company  common  stock.  A  6  per  cent  dividend  on  such  stock 
purchased  at  $70.50  per  share  is  the  equivalent  of  an  8  per  cent 
dividend  on  the  Edison  Company  common  stock  purchased  at  94. 
The  Edison  Company  is  now  paying  an  8  per  cent  dividend  on  its 
common  stock  and  is  selling  such  stock  at  94. 

The  Santa  Barbara  Electric  Company  has  heretofore  paid  only  a 
4  per  cent  dividend  on  its  common  stock. 

It  is  urged  that  the  offer  of  the  Edison  Company  to  the  minority 
stockholders  of  the  Santa  Barbara  Electric  Company  is  entirely  fair 
for  the  reason  that  it  is  ba^^ed  upon  a  6  per  cent  dividend,  whereas  the 
company  has  been  paying  but  a  4  per  cent  dividend.  It  should  be 
understood  that  by  granting  this  application  the  Commission  in  no 
way  becomes  responsible  for  the  dividends  paid  by  the  Santa  Barbara 
Electric  Company.  Any  interest  paid  by  the  Edison  Company  on  the 
$682,634.50,  as  all  other  interest  paid  by  the  company,  must  come  out 
of  the  allowance  for  a  fair  return. 
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The  $682,634.50  which  the  Edison  Company  has  agreed  to  pay  for 
the  properties  of  the  Santa  Barbara  Electric  Company  qn  or  before 
July  1,  1941,  is  the  equivalent  of  the  $400,000  of  outstanding  preferred 
stock  taken  at  par  and  the  $400,900  of  common  stock  taken  at  the  rate 
of  $70.50  per  share.  To  acquire  the  minority  stock  of  the  Santa 
Barbara  Electric  Company,  the  Edison  Company  will  have  to  spend 
$44,767.50.  If  it  acquires  all  of  the  minority  stock,  it  will  in  effect 
owe  the  $682,634.50  to  itself.  If  it  acquires  none  of  the  minority  stock, 
the  $44,767.50  will  eventually,  assuming  liquidation  to  take  place  on 
the  basis  of  this  application,  be  distributed  to  the  stockholders,  leaving 
$637,867  for  the  Edison  Company. 

As  stated,  the  Edison  Company  now  owns  $400,000  of  the  preferred 
and  $337,400  of  the  common  stock  of  the  Santa  Barbara  Electric  Com- 
pany. On  December  31,  1920,  this  stock  was  carried  on  the  books  of 
the  Edison  Company  at  a  value  of  $485,025,  the  preferred  stock  being 
valued  at  par  and  the  common  at  $85,025.  If  we  assume  that  the  value 
of  thfe  Santa  Barbara  Electric  Company  stock,  as  carried  on  the  books 
of  the  Edison  Company  on  December  31,  1920,  represents  the  cost  of 
that  stock  to  the  Edison  Company,  it  follows  that  the  Edison  Company 
will  pay  considerably,  less  than  the  present  outstanding  indebtedness 
of  the  Santa  Barbara  Electric  Company  plus  the  $682,634.50  for  the 
properties.  Adding  to  the  $485,025 — ^the  reported  value  of  the  Santa 
Barbara  Electric  Company  stock — the  $44,767.50  which  the  Edison 
Company  will  have  to  expend  to  acquire  the  minority  stock,  makes  a 
total  of  $529,792.50.  The  indebtedness  to  be  assumed  aggregates 
$1,056,863.80,  which  added  to'  the  $529,792.50,  makes  a  total  of 
$1,586,656.30,  which  is  the  net  cost  to  the  Edison  Company  of  the 
Santa  Barbara  Electric  Company  properties.  This  net  cost  is  approxi- 
mately equal  to  the  estimated  historical  cost  of  the  properties  as 
reported  by  applicants. 

A..E.  Morphy,  secretary  of  the  Edison  Company,  testified  that  in 
his  opinion  the  transfer  of  the  properties  as  proposed  will  result  in 
economies  through  the  elimination  of  the  expense  of  maintaining  sepa- 
rate accounting  and  operating  organizations.  Some  reductions  in  rates, 
he  reports,  should  likewise  and  will  follow  the  transfer  of  the  properties. 

As  a  result  of  the  proposed  transfer,  the  Edison  Company  will 
acquire  the  right  to  operate  under  two  electric  franchises  now  owned 
by  the  Santa  Barbara  Electric  Company.  One  franchise  was  granted 
by  the  city  of  Santa  Barbara  in  November,  1886,  for  a  term  of  50  years, 
the  other  was  panted  by  the  county  of  Santa  Barbara  on  July  3,  1920, 
for  a  term  of  50  years. 
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I  herewith  submit  the  following  form  of  order : 

ORDER. 

Application  having  been  filed  with  the  Railroad  Commission  involv- 
ing the  sale  of  stock  and  properties  of  Santa  Barbara  Electric  Company 
to  Southern  California  Edison  Company,  a  public  hearing  having  been 
held  and  the  Railroad  Commission  being  of  the  opinion  that  the  appli- 
cation should  be  granted ; 

It  is  hereby  ordered,  that  Santa  Barbara  Electric  Company  be  and 
it  is  hereby  authorized  to  sell  and  convey,  for  $682,634.50,  subject  to 
the  existing  indebtedness  and  liabilities,  all  of  its  properties  more 
particularly  described  in  Exhibit  **A,"  attached  hereto,  and  Southern 
California  Edison  Company  be  and  it  is  hereby  authorized  to  acquire 
for  $682,634.50  said  properties  and  to  assume  the  payment  of  all  the 
indebtedness  and  liabilities  of  Santa  Barbara  Electric  Company,  such 
transfer  of  property  to  be  subject  to  the  terms  and  conditions  set  forth 
in  this  application. 

It  is  hereby  further  ordered,  that  Southern  California  Edison  Com- 
pany be  and  it  is  hereby  authorized  to  enter  into  an  agreement,  sub- 
stantially in  the  same  form  as  the  agreement  filed  November  9,  1920, 
in  this  proceeding,  in  which  agreement  the  Southern  California  Edison 
Company  agrees  to  pay  to  Santa  Barbara  Electric  Company  the  sum 
of  $682,634.50  on  or  before  July  1,  1941,  with  interest  at  the  rate  of 
7.04  per  cent  per  annum. 

It  is  hereby  further  ordered,  that  Southern  California  Edison  Com- 
pany be  and  it  is  hereby  authorized  to  purchase  635  shares  of  the 
common  stock  of  the  Santa  Barbara  Electric  Company  for  not  more 
than  $70.50  a  share. 

The  authority  herein  granted  is  subject  to  the  following  conditions : 

1.  The  price  at  which  the  properties  of  Santa  Barbara  Electric  Com- 
pany are  transferred  to  Southern  California  Edison  Company  shall 
not  be  binding  on  this  Commission  or  upon  any  other  public  body  as 
representing  the  value  of  said  properties  for  rate  making  or  any  pur- 
pose other  than  the  transfer  herein  authorized. 

2.  Within  thirty  days  after  the  transfer  of  the  properties  herein 
authorized.  Southern  California  Edison  Company  shall  advise  the 
Commission  of  the  exact  date  of  the  transfer  and  shall  file  with  the 
Commission  a  verified  copy  of  the  deed  under  which  it  obtains  title 
to  the  properties. 

3.  The  authority  herein  granted  will  not  become  effective  until 
Southern  California  Edison  Company  has  paid  the  fee*  prescribed  by 
section  57  of  the  Public  Utilities  Act. 

4.  The  authority  herein  granted  will  apply  only  to  such  transfer 
of  properties  as  shall  be  made  on  or  before  March  1,  1922. 
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The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the 
State  of  California. 

Dated  at  San  Francisco,  California,  this  seventeenth  day  of  Novem- 
ber, 1921. 

EXHIBFT    A. 

The  properties  which  Santa  Barbara  Electric  Company  (party  of 
the  first  part)  is  authorized  to  sell  to  Southern  California  Edison  Com- 
pany (party  of  the  second  part)  consists  of  the  following — (Descrip- 
tion from  Exhibit  B  filed  in  Application  No.  7240) : 

All  of  those  certain  lots,  pieces  and  parcels  of  land,  situate,  lying  and 
being  in  the  county  of  Santa  Barbara,  State  of  California,  more  par- 
ticularly described  as  follows: 

Santa  Barbara  Steam  Plant. 
Parcel  No.  1, 

That  part  of  block  309i  of  the  city  of  Santa  Barbara,  as  shown  upon  the  Haley 
and  Wacken render  maps  of  said  city  on  file  in  the  office  of  the  city  clerk  of  said 
city,  described  as  follows: 

Beginning  at  the  most  easterly  corner  of  said  block  309^,  thence  northwesterly 
along  the  southwesterly  line  of  Castillo  street  200  feet;  thence  southwesterly  paral- 
lel with  the  northwesterly  line  of  Mason  street  450  feet  to  the  northeasterly  line 
of  Rancheria  street ;  thence  southeasterly  along  said  northeasterly  line  of  Rancheria 
street  200  feet  to  the  most  southerly  comer  of  said  block  3001 ;  thence  northeasterly 
along  said  northwesterly  line  of  Mason  street  450  feet  to  point  of  beginning. 

Excepting  that  portion  of  said  block  309^  described  as  follows: 

Beginning  at  the  most  easterly  comer  of  said  block  300^ ;  thence  northwesterly 
along  the  southwesterly  line  of  Castillo  street  175  feet;  thence  southwesterly 
parallel  with  the  northwesterly  line  of  Mason  street  125  feet  to  a  point  which  is 
the  point  of  beginning  of  the  boundary  of  the  tract  herein  described;  thence  north- 
easterly parallel  with  said  northwesterly  line  of  Mason  street  125  feet  to  said  south- 
westerly line  of  Castillo  street;  thence  northwesterly  along  said  southwesterly  line 
of  Castillo  street  25  feet ;  thence  southwesterly  parallel  with  said  northwesterly 
line  of  Mason  street  450  feet  to  the  northeasterly  line  of  Rancheria  street ;  thence 
southeasterly  along  said  northeasterly  line  of  Rancheria  street  200  feet  to  the  most 
southerly  comer  of  said  block  3001 ;  thence  northeasterly  along  said  northwesterly 
line  of  Mason  street  145  feet ;  thence  northwesterly  parallel  with  said  northeasterly 
line  of  Rancheria  street  83  feet;  thence  northerly  in  a  straight  line  202.15  feet, 
more  or  less,  to  said  last  mentioned  point  of  beginning. 

Warehouse  and  Qarage. 
Parcel  No,  2, 

That  portion  of  block  173  and  of  block  191  of  the  city  of  Santa  Barbara  and 
of  the  street  known  as  De  la  Guerra  street,  as  the  same  are  shown  on  map  of 
survey  made  by  Salisbury  Haley,  and  the  map  of  said  city  prepared  by  Vitus  Wack- 
enreuder,  both  of  which  maps  are  on  file  in  the  office  of  the  city  clerk  of  said 
city,  described  as  follows : 

Beginning  at  the  most  northerly  comer  of  block  191  as  shown  on  said  maps; 
thence  southeasterly  along  the  southwesterly  line  of  Santa  Barbara  street  165  feet; 
thence  at  right  angles  southwesterly  and  parallel  with  X)e  la  Guerra  street  175  feet ; 
thence  at  right  angles  northwesterly  and  parallel  with  Santa  Barbara  street  165 
feet  to  the  northwesterly  line  of  block  191  as  shown  on  said  maps;  thence  north- 
easterly along  said  northwesterly  line  of  block  191,  75  feet  to  a  point  distant  100 
feet  southwesterly  from  the  point  of  beginning;  thence  northwesterly  crossing  said 
De  la  Guerra  street  and  into  said  block  173  on  a  course  parallel  with  the  south- 
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westerly  line  of  Santa  Barbara  street  82  feet,  more  or  less,  to  a  point  on  the  south- 
easterly line  of  new  De  la  Guerra  street* in  said  city,  as  established  and  located  upon 
the  ground,  which  point  is  distant  100  feet  southwesterly  along  said  line  from  the 
southwesterly  side  of  Santa  Barbara  street ;  thenoe  northeasterly  along  said  south- 
easterly line  of  new  De  la  Guerra  street  100  feet  to  its  intersection  with  said  south- 
westerly line  of  Santa  Barbara  street ;  thence  southeasterly  along  said  line  of  Santa 
Barbara  street  and  its  prolongation  82  feet,  more  or  less^  to  the  place  of  b^inning. 

Also  that  portion  of  block  173  and  of  old  De  la  Guerra  street,  as  said  street  and 
block  are  shown  on  the  Wacken render  map  of  the  town  of  Santa  Barbara  (now 
city  of  Santa  Barbara),  and  filed  in  the  office  of  the  city  clerk  of  said  city  of 
Santa  Barbara,  and  now  being  a  portion  of  block  No.  191,  as  shown  upon  the  offi- 
cial map  of  said  city,  described  as  follows : 

Commencing  at  a  point  on  the  southeasterly  line  of  new  De  la  Guerra  street, 
distant  thereon  100  feet  southwesterly  from  the  southwesterly  line  of  Santa  Barbara 
street,  as  said  streets  are  now  shown  and  delineated  upon  the  official  map  of  said 
city ;  thence  running  southwesterly  along  said  southeasterly  line  of  new  De  la 
Guerra  street  58.31  feet;  thence  at  right  angles  southeasterly  82  feet;  thence  at 
right  angles  northeasterly  58.3  feet;  thence  at  right  angles  northwesterly  82  feet  to 
the  said  southeasterly  line  of  new  De  la  Guerra  street,  the  point  of  beginning. 

Planing  MMI  and  Vacant  Lots. 
Parcel  No.  3, 

All  of  lots  11,  25  and  30,  and  those  portions  of  lots  8  and  10  of  the  subdivision 
of  block  304  of  said  city  of  Santa  Barbara,  made  December  16*,  1872,  by  J.  L. 
Barker,  town  surveyor,  filed  December  28,  1872,  in  the  office  of  the  recorder  of  said 
county  and  now  of  record  in  book  1,  page  3  of  maps  and  surveys,  in  the  office  of 
said  recorder,  which  lie  northerly  of  the  northerly  line  of  the  right  of  way  of  the 
Southern  Pacific  Railway  Company  across  said  block  304  as  said  right  of  way  was 
conveyed  to  said  company  by  deed  from  William  H.  McCaleb,  recorded  in  book  100, 
page  111  of  deeds,  records  of  said  county  of  Santa  Barbara. 

Carpinteria  Substation. 
Parcel  No,  4' 

All  of  that  certain  lot  in  the  county  of  Santa  Barbara,  and  bounded  and  par- 
ticularly described  as  follows : 

Beginning  at  a  point  in  the  middle  line  of  a  lane  or  road  at  the  most  westerly 
corner  of  the  tract  of  land  described  in  the  deed  from  Albert  Espinosa  to  Jose 
Jesus  Cota,  recorded  March  23,  1870,  in  book  "P"  at  page  493  of  deeds,  records 
of  said  county;  thence  along  the  middle  line  of  said  lane  or  road  south  26|  degrees 
west,  1.20  chains;  thence  south  635  degrees  east,  4.17  chains,  more  or  less,  to  the 
easterly  line  of  Survey  No.  G4,  made  for  Albert  Espinosa  on  September  23,  1857, 
according  to  the  field  notes  thereof  on  file  in  the  office  of  the  county  surveyor  of 
said  county ;  thence  along  said  easterly  line  north  22i  degrees  east,  1.30  chains, 
more  or  less,  to  the  most  southerly  corner  of  the  tract  described  in  the  deed  to 
Jose  Jesus  Cota,  above  mentioned ;  and  thence  north  63i  degrees  west,  4.05  chains, 
more  or  less,  to  the  point  of  beginning. 

Franchises. 

Also  the  following  franchise  to  use  and  occupy  public  streets,  highways,  and  other 
public  places,  for  the  purpose  of  distributing  electrical  energy : 

1.  That  certain  franchise  of  the  right,  for  a  period  of  fifty  years,  to  erect  and 
maintain  poles  upon  and  to  run  wires  over  and  along  the  public  streets,  alleys 
and  highways  within  the  county  of  Santa  Barbara,  in  the  State  of  California;  also 
to  construct  and  maintain  upon  said  streets,  alleys  and  highways,  underground  con- 
duits for  the  purpose  of  carrying,  furnishing  and  distributing  electricity  and  elec- 
trical energy  and  for  lighting,  motive  power,  engines,  motors,  elevators  and  for  any 
other  purpose  for  which  electricity  can  be  used ;  which  franchise  was  by  the  board 
of  supervisors  of  said  Santa  Barbara  County,  by  its  ordinance  duly  adopted  on  the 
third  day  of  July,  1900,  granted  unto  the  United  Electric  Gas  and  Power  Company. 

2.  All  rights  of  party  of  the  first  part,  arising  under  and  by  virtue  of  section 
19,  article  XI  of  the  Constitution  of  the  State  of  California,  as  adopted  November 
4,  1884,  to  use  all  public  streets  and  thoroughfares  of  the  city  of  Santa  Barbara 
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for  the  business  of  distributing  electric  energy  as  a  public  utility,  for  the  purpose 
of  introducing  into  and  supplying  said  city  and  its  inhabitants  electric  energy  to 
be  used  for  the  purpose  of  illumination.  ^ 

Together  with  all  appurtenances  of  all  of  .the  hereinbefore  described  property, 
all  power  houses,  distributing  stations,  substations,  transformer  stations,  lightning 
arresters,  houses,  repair  shops  and  other  buildings;  all  conduits  and  other  trans- 
mission and  distributing  lines  and  systems;  all  boilers,  engines,  pumps,  generators, 
dynamos,  transformers,  regulators,  exciters,  switchboards,  poles,  wires,  insulators, 
cross-arms,  meters,  pipes,  and  other  apparatus,  machinery,  appliances,  tools,  fur- 
niture and  other  personal  property  used  or  acquired  or  held  for  use  in  connection 
with  tlie  generating  plants,  transmission  lines  or  distributing  systems  of  the  party 
of  the  first  part,  or  any  thereof;  including  horses,  wagons  and  automobiles;  all 
toHs,  revenues,  earnings,  income,  rents,  issues  and  profits;  and  also  all  of  the 
estate,  rights,  title,  interest,  property,  possession,  claim  and  demand  whatsoever,  as 
well  in  law  as  in  equity,  of  the  party  of  the  first  part,  of,  in  and  to  the  abo^'e 
described  premises,  properties,  interests  and  rights  and  every  part  and  parcel  thereof, 
with  the  appurtenances,  and  the  franchises  appertaining  thereto;  also  all  bonds, 
shares  of  stock,  notes,  securities  and  other  obligations  owned  by  the  party  of  the 
first  part;  also  all  rights  and  contracts  to  sell  or  furnish  electric  light  and  power, 
business  and  good  will,  and  all  rights  and  consents  to  construct  and  maintain  electric 
lines,  mains,  wires,  subways  and  conduits  for  conveying  electricity  for  power,  light- 
ing and  other  purposes,  through,  under  and  over  public  streets,  public  highways  or 
public  places^  held,  owned  or  enjoyed  by  party  of  the  first  part ,  and  all  franchises, 
ordinances,  licenses,  agreements,  contracts,  rights,  easements,  rights  of  way,  leases 
and  leasehold  interests,  grants,  privileges  and  immunities,  and  all  other  property 
wheresoever  situated,  real,  personal,  and  mixed,  of  every  kind,  nature  and  descrip- 
tion, owned,  held,  possessed  or  enjoyed  by,  or  in  any  manner  conferred  upon,  or 
appertaining  to  the  party  of  the  first  part ;  and  the  reversion  and  reversions, 
remainder  and  remainders,  rents,  issues  and  profits  thereof;  it  being  the  intention 
hereby  to  convey,  and  this  indenture  does  convey,  the  business,  franchises  and 
property  of  the  party  of  the  first  part,  as  a  whole,  of  all  kinds  and  wheresoever 
situated,  to  the  party  of  the  second  part. 

All  of  the  properties  hereinabove  described,  however,  are  sold  and  conveyed  to 
said  party  of  the  second  part  subject  to  the  lien  of  that  certain  first  mortgage  dated 
July  1,  1916,  executed  by  the  party  of  the  first  part  (then  known  as  Santa  Barbara 
Gas  and  Electric  Company)  to  Los  Angeles  Trust  and  Savings  Bank,  trustee, 
which  said  mortgage  is  recorded  in  book  79,  page  J?31  of  mortgages,  in  the  office 
of  the  county  recorder  of  Santa  Barbara  County.  All  indebtedness  for  which  said 
first  mortgage  is  security,  is  hereby  assumed  py  said  party  of  the  second  part,  and 
said  party  of  the  second  part  hereby  agrees  to  make  due  and  punctual  payment  of 
the  same  and  every  part  thereof,  and  the  principal  and  interest  of  all  the  bonds 
secured  by  si^id  first  mortgage,  according  to  their  tenor,  and  to  make  due  and 
punctual  performance  of  all  of  the  covenants  and  conditions  of  said  first  mortgage 
to  be  kept  and  performed  by  said  party  of  the  first  part  herein.  Said  properties 
are  also  conveyed  subject  to  all  outstanding  debts  and  liabilities  of  the  party  of  the 
first  part,  which  debts  and  liabilities  are  hereby  assumed  by  the  party  of  the  second 
part. 


Decision  No.  9768. 

J.  C.  BARNARD 
SOUTHERN  CALIFORNIA  EDISON  COMPANY,  A  CORPORATION. 


Case  No.  1455. 
Decided  November  17,  1921. 


Don  C.  Bowker,  H,  F,  Orr,  and  L.  C.  Drape<iu,  for  Complainants. 
Robert  M.  Clarke  and  D.  W.  Cunningham^  for  Defendant. 

By  the  Commission. 
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OPINION. 

This  is-a  complaint  made  by  J.  C.  Barnard  and  forty-one  other  indi- 
viduals and  corporations  against  Southern  California  Edison  Company, 
which  supplies  water  to  complainants  in  Ventura  Valley,  northerly 
from  the  city  of  Ventura,  along  Ventura  avenue. 

It  is  alleged  that  defendant  furnishes  water  for  irrigation  purposes 
to  approximately  260  acres  of  citrus  fruits  and  at  least  540  acres  of 
apricot^,  walnuts,  beans  and  gardens ;  that  water  for  use  by  complain- 
ants and  other  consumers  for  domestic  and  irrigation  purposes  is  con- 
veyed through  a  single  pipe  line  which,  together  with  other  facilities 
used  by  defendant,  is  of  inadequate  capacity  to  furnish  a  sufficient 
quantity  of  water  for  efficient  and  economical  irrigation;  and  that 
complainants  are  frequently  unable  to  secure  water  for  domestic  use. 

The  Commission  is  asked  to  order  defendant  to  install  adequate 
facilities  for  the  distribution  of  water  to  complainants. 

The  city  of  Ventura  intervened  in  this  case,  because  of  the  fact  that 
consumers  within  the  city  are  supplied  through  the  same  pipe  line  as 
complainants,  and  that  the  city  would  necessarily  be  affected  by  any 
order  made  in  the  matter  granting  relief  to  complainants  herein,  unless 
the  order  provided  for  a  general  improvement  to  the  system. 

Defendant's  answer  to  the  foregoing  complaint  alleges,  among  other 
things,  that  a  pumping  plant  is  being  installed  for  the  purpose  of 
furnishing  better  service  to  irrigators. 

Public  hearings  were  held  in  the  above  entitled  matter  before  Exam- 
iner Satterwhite  at  Ventura,  at  which  all  interested  parties  were  given 
an  opportunity  to  be  present  and  be  heard.  At  these  hearings  five  pro- 
ceedings, Applications  Nos.  5104  and  5949,  and  Cases  Nos.  1257,  1455 
and  1461  were  consolidated  and  it  was  stipulated  that  the  testimony 
introduced.in  any  proceeding  might  be  considered  in  the  others.  How- 
ever, due  to  the  diversity  of  the  matters  involved  it  has  been  considered 
advisable  to  render  separate  decisions. 

After  the  filing  of  this  complaint  and  before  the  hearings  were  held, 
defendant  had  completed  and  put  into  operation  a  pumping  plant  on 
the  Ventura  River  at  Gosnell  Hill,  which  now  supplies  water  for  irri- 
gation use  to  approximately  70  per  cent  of  the  lands  along  Ventura 
avenue  which  receive  water  from  defendant's  system.  The  capacity  of 
the  plant  is  75  miner's  inches  and  its  operation  was  commenced  about 
August  1,  1920.  Since  that  date  the  ranchers  along  Ventura  avenue 
have  been  furnished  with  all  the  water  for  irrigation  purposes  they 
desired,  with  the  exception  of  John  McParlane  and  A.  Vince,  who  still 
allege  that  they  are  not  receiving  satisfactory  service.  It  was  shown, 
however,  that  they  were  sharing  water  with  their  neighbors.  It  is 
reasonable  to  expect  that  a  full  head  would  give  them  adequate  service. 
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Objection  was  made  to  the  quality  of  the  water  furnished  on  the 
grounds  that  companies  drilling  for  oil  along  the  Ventura  River  above 
the  pumping  plant  were  discharging  salty  water  into  the  stream,  which, 
after  mixing  with  the  river  water,  is  pumped  and  delivered  to  the 
lands  of  consumers  and  leaves  a  white  deposit  on  the  ground  irrigated. 
The  law  affords  adequate  protection  against  pollution  of  the  streams, 
and  defendant  has  pledged  itself  to  see  that  no  further  injury  to 
irrigationists  results  from  this  cause. 

It  appears  that  the  recently  installed  Gosnell  Hill  pumping  plant  is 
not  of  sufficient  capacity  to  supply  all  of  the  ranchers  with  water 
simultaneously,  and  it  is  recommended  that  a  rotation  schedule  of 
deliveries  be  established  by  defendant  to  provide  for  an  equitable  dis- 
tribution of  water  during  periods  of  peak  demand. 

It  is  evident  that  the  steps  taken  by  defendant  to  increase  its  water 
supply  have  so  improved  service  to  the  irrigators  along  Ventura  avenue 
that  the  causes  for  complaint  have  been  eliminated. 

ORDER. 

J.  C.  Barnard  and  others,  having  made  complaint  in  the 'above 
entitled  proceeding,  a  public  hearing  having  been  held  thereon,  and 
the  matter  having  been  submitted: 

It  is  hereby  found  as  a  fact  that  the  complaint  herein  has  been 
satisfied. 

And  basing  the  order  upon  the  foregoing  finding  of  fact  and  upon 
the  further  statements  of  fact  contained  in  the  opinion  preceding  this 
order ; 

It  is  hereby  ordered,  that  the  complaint  in  the  above  entitled  matter 
be  and  it  is  hereby  dismissed  without  prejudice. 

Dated  at  San  Francisco,  California,  this  seventeenth  day  of  Novem- 
ber, 1921. 


Decision  No.  9771. 


IX  THE  MATTER  OF  THE  APPLICATION  OF  W.  W.  LEE,  OF  THE  NORTH 
GLENDALE  DISTRIBUTING  COMPANY.  FOR  PERMISSION  TO  SELL 
AND  TRANSFER  WATER  MAIN  AND  PIPE  TO  THE  CITY  OF  GLEN- 
DALE, AND  FOR  CANCELLATION  OF  FRANCHISE. 


Application  No.  7265. 
Decided  November  17,  1921. 


By  the  Commission. 

ORDER. 


W.  W.  Lee  having  made  application  to  this  Commission  for  authority 
to  sell,  to  the  city  of  Glendale,  for  the  sum  of  $860,  a  certain  water 
system  known   as  the  North   Glendale  Distributing  Company,   more 
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particularly  described  in  Appendix  **A",  attached  hereto  and  made 
a  part  hereof ; 

And  it  appearing  that  all  consumers  now  served  by  this  water  system 
will  be  taken  over  and  supplied  by  the  city  of  Glendale; 

And  it  further  appearing  that  this  is  not  a  matter  in  which  a  public 
hearing  is  necessary  and  that  the  application  should  be  granted ; 

It  is  hereby  ordered,  that  W.  W,  Lee  be  and  he  is  hereby  authorized 
to  sell  and  transfer  to  the  city  of  Glendale  a  certain  water  system 
known  as  the  North  Glendale  Distributing  Company,  more  particularly 
described  in  Appendix  **A'*,  attached  hereto  and  made  a  part  hereof, 
and  thereafter  to  discontinue  public  utility  service,  subject  to  the  fol- 
lowing conditions: 

1.  The  authority  herein  granted  shall  apply  only  to  such  transfer  as 
shall  have  been  made  on  or  before  February  1,  1922,  and  a  certified 
copy  of  the  instrument  of  conveyance  shall  be  filed  with  this  Commis- 
sion by  said  W.  W.  Lee  within  thirty  (30)  days  from  the  date  on 
which  it  is  executed. 

2.  Within  ten  (10)  days  from  the  date  on  which  W.  W.  Lee  actually 
relinquishes  control  and  possession  of  the  properties  herein  authorized 
to  be  sold,  said  W.  W.  Lee  shall  file  with  this  Commission  a  certified 
statement  indicating  the  date  upon  which  such  control  and  possession 
was  relinquished. 

3.  The  consideration  given  for  the  transfer  of  this  water  system  shall 
not  be  urged  before  this  Commission  or  any  other  public  body  as  a 
finding  of  value  of  the  property  for  rate  fixing  or  for  any  purpose  other 
than  the  transfer  herein  authorized. 

Dated  at  San  Francisco,  California,  this  seventeenth  day  of  Novem- 
ber,  1921. 

Appendix  '*A''. 

Schedule  of  property  of  W.  W.  Lee,  of  the  North  Glendale  Distributing  Company, 
to  be  transferred  to  the  city  of  Glendale: 
On  Park  Avenue : 

480   linear   feet  of  2-inch  standard   screw  pipe. 
On  Melrose  Avenue : 

1590   linear  feet  of  2-inch   standard  screw   pipe. 
On  alley  west  of  Viola  Street: 

1080  linear  feet  of   2- inch  standard   screw  pipe. 
On  alley  west  of  Central  Avenue: 

858   linear  feet  of  2-inch   standard  screw   pipe. 
On  Loraine  Street : 

200  linear  feet  of  2-inch  standard  screw  pipe. 
Feeder  line : 

1600  linear  feet  of  6-inch  riveted  steel  pipe,  together  with  all  valves,  fittings, 
service  cocks,  services,  meters,  and  other  appurtenances  attached  thereto. 
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Decision  No.  9777. 

IN  THE  MATTER  OF  THE  APPLICATION  FOR  REHEARING  OF 
HIGHLAND  DOMESTIC  WATER  COMPANY  FOR  AUTHORITY  TO 
INCREASE   ITS   WATER  RATES. 

Application  No.  4888. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  HIGHLAND  DOMESTIC 
WATER  COMPANY  FOR  AUTHORITY  TO  INCREASE  ITS  WATER 
RATES. 


Application  No.   6732. 
Decided  November  18,  1921. 


Wm,  Guthrie,  for  Applicant 

By  hie  Commission. 

OPINION. 

A  public  hearing  was  held  by  Examiner  Westover  at  Highland  upon 
above  entitled  applications,  involving  rates  for  water  service  for 
domestic  and  irrigation  purposes  in  and  about  Highland,  San  Ber- 
nardino  County. 

By  Decision  No*  7545  of  May  10,  1920,  the  Commission  granted  an 
increase  in  rates,  upon  Application  No.  4888.  The  company  filed  an 
application  for  rehearing  upon  the  ground  that  the  rate  base  upon 
which  rates  were  computed  did  not  include  suitable  allowance  for  land 
or  development  work  in  an  effort  to  procure  a  water  supply,  nor  suit- 
able allowance  for  working  capital. 

Meanwhile,  a  new  application  for  authority  to  increase  rates  was 
filed. 

At  the  hearing,  both  matters  were  consolidated  for  hearing  and 
decision. 

Attached  to  the  new  application  is  a  brief  statement  showing  the 
cost  of  the  system  as  of  December  31,  1920,  as  claimed  by  applicant, 
to  have  been  $38,501.90,  including  $2,500  for  working  capital.  A  sim- 
ilar statement  is  attached  to  the  amended  application,  filed  by  leave 
after  the  hearing,  showing  the  total  as  $42,215.35,  including  working 
capital,  $1,500,  and  meters  proposed  to  be  installed  subsequent  to  the 
hearing,  $460.50.  Applicant's  records  of  costs  were  burned  several 
years  ago.     It  presented  no  engineering  testimony. 

Mr.  M.  E.  Ready,  one  of  the  Commission's  hydraulic  engineers,  pre- 
sented at  the  above  hearing  his  appraisal  of  the  system,  showing  his 
estimate  of  original  cost  to  be  $35,725.  At  the  hearing,  however,  appli- 
cant presented  further  testimony  not  previously  produced,  showing 
actual  cost  of  land  and  approximate  cost  of  drilling  wells  before  the 
company  was  successful  in  obtaining  a  good  supply  of  water.  As  a 
result,  he  prepared  revised  estimates  of  costs  after  the  hearing,  which 
are  adopted  by  the  Commission  in  fixing  the  rate  base  at  $40,426. 
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This  includes  $500  for  working  capital,  which  we  consider  ample  in 
view  of  the  fact  that  the  metered  sales  in  1920  amounted  to  only  about 
$200  per  month.  He  has  made  no  allowance  for  meters  to  be  installed 
in  the  future,  as  the  actual  number  is  not  known  and  the  date  of 
installation  not  fixed. 

Reasonable  annual  charges,  based  upon  the  foregoing  figures,  are  as 
follows : 

Return  on  $40,426  at  8  per  cent $3,234  00 

Depreciation  annuity . 486  00 

Maintenance  and  operating  as  claimed  for  1920 3,239  00 

Total $6,959  00 

As  applicant's  gross  revenue  is  $5270.59,  it  is  apparent  that  the 
company  is  entitled  to  an  increase  in  rates,  and  the  rate  schedule  set 
out  in  t^e  accompanying  order  is  designed  to  produce  a  fair  and 
remunerative  revenue. 

ORDER. 

Highland  Domestic  Water  Company  having  applied  to  the  Railroad 
Commission  for  authority  to  increase  its  rates  for  water,  a  public  hear- 
ing having  been  held,  the  matter  being  submitted  and  now  ready  for 
decision : 

It  is  hereby  found  as  a  fact  that  the  rates  and  charges  of  the  High- 
land Domestic  Water  Company,  in  so  far  as  they  differ  from  the  rates 
herein  established,  are  unjust,  unreasonable  and  unremunerative,  and 
that  the  rates  and  charges  herein  established  are  just  and  reasonable 
rates. 

And  basing  its  order  upon  the  foregoing  finding  of  fact  and  upon 
the  further  statements  of  fact  contained  in  the  opinion  which  precedes 
this  order; 

It  is  hereby  ordered,  that  the  Highland  Domestic  Water  Company  be 
and  it  is  hereby  authorized  to  file  with  the  Railroad  Commission  within 
twenty  (20)  days  from  the  date  of  this  order,  the  following  schedule 
of  rates,  to  be  charged  for  all  service  rendered  subsequent  to  Decem- 
ber 1,  1921: 

Monthly  Flat  Rates, 

For  each  family  of  not  more  than  5  persons $1  50 

For  each  extra  member  in  family  above  5 10 

For  each  head  of  stock  kept  by  private  family 25 

For  each  automobile 25 

Each  bath  tub  in  private  house 25 

Each  water  closet  in  private  house ' 35 

Small  stores  and  business  offices 2  00 

Large  stores  and  business  offices  employing  4  or  more  persons 2  50 

Offices 75 

Stores  having  soda  water  fountains,  extra 1  50 

Dentists*  offices 1  50 

Public  watering  troughs 1  50 

Barber  shop,  one  chair 1  50 
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Each  additional  chair $0  75 

Public  bath  tubs,  each 3  00 

Public  water  closets  or  urinals,  each 1  75 

Wagon  and  blacksmith  shops,  not  more  than  2  forges 2  50 

Each  additional  forge 50 

Lodge  or  meeting  rooms 2  50 

Restaurants,  coffee  houses  or  saloons 4  00 

Lawns  of  fifty  square  yards  or  less » i 25 

Each  additional  square  yard 005 

Tents   1  00 

Water  carts  for  street  sprinkling,  payable  monthly,  each  cart per  day  1  00 

Monthly  Meter  Rates, 

First  2000  cubic  feet,  per  100  cubic  feet $0  30 

Next  3000  cubic  feet,  per  100  cubic  feet 25 

Next  500O  cubic  feet,  per  100  cubic  feet 20 

All  in  excess  of  10,000  cubic  feet,  per  100  cubic  feet 15 

Minimum  Monthly  Charges, 

For  each     f-inch   meter $1  25 

For   each     }-inch   meter 1  50 

For   each   1  -inch   meter 1  75 

For  each   li-inch   meter : 2  50 

For   each   2  -inch   meter .. 4  00 

It  is  hereby  further  ordered,  that  the  Highland  Domestic  Water 
Company  be  and  it  is  hereby  directed  to  file  with  the  Railroad  Com- 
mission within  thirty  (30)  days  from  the  date  of  this  order,  rules  and 
regulations  governing  the  distribution  of  water  to  its  consumers,  said 
rules  and  regulations  to  become  effective  upon  their  acceptance  for 
filing  by  the  Commission. 

Dated  at  San  Francisco,  California,  this  eighteenth  day  of  November, 
1921. 


Decision  No.  9778. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  MARIPOSA  COMMERCIAL 
AND  MINING  COMPANY  FOR  PERMISSION  TO  SELL  ITS  ELEC- 
TRIC TRANSMISSION  AND  DISTRIBUTION  SYSTEM  AND  OF  SAN 
JOAQUIN  LIGHT  AND  POWER  CORPORATION  TO  PURCHASE  THE 
SAME. 


Application  No.  7326. 
Decided  November  18,  1921. 


EuscTBic  Utility — Flat  Rates. — In  permitting  the  San  Joaquin  Light  and  Power 
Corporation  to  acquire  the  electric  transmission  and  distribution  system  of  the 
Mariposa  Commercial  and  Mining  Company,  the  meter  rates  of  the  former 
utility  for  the  territory  to  be  served  were  approved  by  the  Commission,  which 
held  that  flat  rates  are  not  fair  and  just  as  between  individual  consumers. 

By  the  Commission. 

OPINION. 

This  is  the  joint  application  of  Mariposa  Commercial  and  Mining 
Company  for  permission  to  sell,  and  San  Joaquin  Light  and  Power 
Corporation  for  permission  to  buy,  the  electric  distribution  system  of 
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the  former  company  in  the  town  of  Mariposa  and  its  transmission  line 
from  Bagby  to  Mariposa. 

The  Mining  Company  has  in  the  past  maintained  a  small  generating 
plant  for  the  operation  of  its  mining  properties  and  in  eonneetion 
therewith  has  carried  on  the  public  utility  business  of  distributing 
electricity  to  a  comparatively  small  number  of  consumers  in  Mariposa 
and  vicinity.  The  dam  across  the  Merced  River  in  connection  with 
the  Mining  Company's  power  plant  has  been  destroyed  and  the  plant 
can  not  be  operated  until  extensive  repairs  are  made.  The  business 
has  not  been  a  profitable  one  from  the  point  of  view  of  the  Mining 
Company  and  it  has  therefore  made  arrangements  for  the  taking  over 
of  its  distribution  system  and  consumers  by  San  Joaquin  Light  and 
Power  Corporation.  As  this  latter  company  now  operates  an  extensive 
transmission  and  distribution  system  and  is  in  a  position  to  give  much 
better  service  than  was  the  Mining  Company,  it  appears  to  be  highly 
desirable  that  the  proposed  transfer  be  made. 

The  Mining  Company  has  in  the  past  charged  its  consumers  for 
energy  on  a  flat  rate  basis,  but  the  San  Joaquin  Company  proposes 
to  install  meters  and  charge  the  same  schedule  of  rates  that  is  now 
in  eflEect  upon  its  present  system  and  which  has  been  approved  by  this 
Commission.  These  rates  have  been  found  by  the  Commission  to  be 
fair  and  reasonable  in  territory  similar  to  and  adjacent  to  that  here- 
tofore served  by  the  Mining  Company.  Flat  rates  are  not  just  and 
fair  as  between  individual  consumers  and  there  appears  no  reason  why 
San  Joaquin  Light  and  Power  Corporation  should  not  put  in  effect  in 
this  territory  the  meter  rates  now  charged  on  the  rest  of  its  system. 

ORDER. 

The  Railroad  Commission  of  the  State  of  California,  being  of  the 
opinion  that  the  granting  of  the  authority  herein  sought  will  be  in 
the  public  interest,  and  that  a  public  hearing  in  this  matter  is  not 
necessary ; 

It  is  hereby  ordered,  that  Mariposa  Commercial  and  Mining  Com- 
pany be  and  it  is  authorized  to  sell,  and  San  Joaquin  Light  and  Power 
Corporation  be  and  it  is  authorized  to  purchase  the  electrical  transmis- 
sion and  distribution  system  of  Mariposa  Commercial  and  Mining 
Company,  located  in  the  vicinity  of  the  town  of  Mariposa  and  more 
particularly  described  in  the  form  of  agreement  filed  in  this  matter 
and  identified  as  ** Exhibit  A*';  all  in  accordance  with  the  terms  and 
conditions  set  forth  in  said  ** Exhibit  A.'* 

It  is  hereby  further  ordered,  that  San  Joaquin  Light  and  Power 
Corporation  be  and  it  is  authorized  to  charge  and  collect  for  electric 
service  sold  from  said  distributing  system  its  rates  now  on  file  with 
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the  Railroad  Commission  and  such  other  rates  as  may  from  time  to 
time  be  filed  with  and  approved  by  the  Railroad  Commission. 

The  authority  herein  granted  is  upon  the  following  conditions  and 
not  otherwise: 

1.  Within  sixty  days  after  the  acquisition  of  the  electrical  property 
of  Mariposa  Commercial  and  Mining  Company,  San  Joaquin  Light 
and  Power  Corporation  shall  file  with  the  Railroad  Commission  for 
approval  a  stipulation  duly  authorized  by  its  Board  of  Directors 
declaring  that  San  Joaquin  Light  and  Power  Corporation,  its  suc- 
cessors and  assigns,  will  never,  in  any  proceeding  before  the  Railroad 
Commission  or  any  other  public  authority,  claim  any  value  for  any 
franchises  or  permits  acquired  from  Mariposa  Commercial  and  Mining 
Company  in  excess  of  the  amount  paid  by  the  original  grantee  of  such 
franchises  or  permits  to  the  public  authority  granting  the  same ;  which 
amount  shall  be  specified  in  said  stipulation. 

2.  The  consideration  at  which  the  public  utility  properties  are  herein 
authorized  to  be  transferred  shall  not  be  considered  as  a  measure  of 
the  value  of  said  properties  for  any  purpose  other  than  the  transfer 
herein  authorized. 

3.  The  authority  herein  granted  will  apply  only  to  such  transfer 
as  may  be  made  on  or  before  sixty  days  from  the  date  of  this  order. 

Dated  at  San  Francisco,  California,  this  eighteenth  day  of  November, 
1921.  / 


Decision  No.  9779. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  WESTERN  PACIFIC 
RAILROAD  COMPANY  FOR  AN  ORDER  PERMITTING  IT  TO  CON- 
STRUCT, MAINTAIN,  AND  OPERATE  ITS  LINE  OF  RAILROAD  AT 
GRADE:  FIRST— ACROSS  CERTAIN  PUBLIC  ROADS,  HIGHWAYS 
AND  STREETS  IN  THE  COUNTIES  OF  ALAMEDA  AND  SANTA 
CLARA.  AND  IN  THE  CITY  OF  SAN  JOSE ;  SECOND— ACROSS  CER- 
TAIN TRACKS  OF  THE  SOUTHERN  PACIFIC  COMPANY  IN  THE 
COUNTIES  OF  ALAMEDA  AND  SANTA  CLARA;  THIRD- ACROSS 
CERTAIN  TRACKS  OF  PENINSULAR  RAILWAY  COMPANY  IN  THE 
COUNTY  OF  SANTA  CLARA;  AND  FOURTH— ACROSS  CERTAIN 
TRACKS  OF  SAN  JOSE  RAILROADS  IN  THE  COUNTY  OF  SANTA 
CLARA  AND  IN  THE  CITY  OF  SAN  JOSE. 


Application  No.  3139. 
Decided  November  18,  1921. 


Lester  J,  Hinsdale  and  James  S.  Moore,  for  Applicant. 

T.  P.  Wittschen  and  George  A*  Posey,  for  County  of  Alameda. 

Archer  Bowden,  for  City  of  San  Jose. 

F.  E,  Chapin,  for  Peninsular  Railway  Company  and  San  Jose  Railroads  Company. 

J.  H.  SkaggSf  for  California  Highway  Conunission. 

W.  H,  Phelps,  for  Southern  Pacific  Company. 

Bt  the  Commission. 
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THIRD  SUPPLEMENTAL  OPINION. 

In  this  third  supplemental  application,  The  Western  Pacific  Rail- 
road Company,  a  corporation,  asks  for  a  modification  of  the  Commis- 
sion's original  order.  Decision  No.  4744,  at  fourteen  of  the  forty-seven 
crossings  at  grade  across  public  highways  on  its  railroad  under  con- 
struction from  Niles  to  San  Jose. 

A  public  hearing  was  held  at  San  Jose,  before  Examiner  Geary,  on 
October  6,  1921. 

The  modifications  of  the  original  order  asked  refer  to  crossing  pro- 
tection and  may  be  shown  in  the  following  tabulation : 


6 
16 
28 
26 

25 

27 
29 


31 


85 
87 
88 


40 


48 


Location 


Political  subdlvlsioQ 


Order  in  Decision  No.  4744 


County  road 

Maybury  road — 
Twenty-fourth  St, 
Williams  street.-. 


Keyes  street- 


Keyes  street 

Monterey  road 


Almaden  road.. 


Broadway  avenue 

Sunol  street 

Saveker  street 

San  Salvador  St.. 


Alameda  County,  Unincorporated 

Santa  Clara  Ctounty,  Unincorporated 

City  of  San  Jose 

City  of   San  Jose   and  Santa  Olara 

Obunty,  Unincorporated 

Santa  Clara  County,  Unincorporated 

City  of  San  Joee 

Santa  Clara  County,  Unincorporated 


Santa  Clara  County,  Unincorporated 


Santa  Clara  County,  Unincorporated 
Santa  Clara  County,  Unincorporated 


Automatic  flagman.. 
Automatic  flagman.. 
Automatic  flagman. 


Sunol  street 


San  Fernando  St.. 


Santa  Clara  County,  Unincorporated 
Santa  Clara  County,  Unincorporated 

Santa  dara  County,  Unincorporated 


Automatic  flagman 

Automatic    and    human 

flagman — 

Human   flagman , .". 

Center  automaticflagman 


None. 
None. 
None. 


None. 


None. 
None. 

Side  auto- 
matic flag- 
1     man. 
Center  automatic  flagman  Side  auto- 
I    maticflag- 
I    man. 
None. 
None. 
None. 
Automatic 
flagman. 

Oenter  automaticflagman  |S  I  d  e  auto- 
I    matic  flag- 
I    man. 
None. 


Aiitomatic  flagman 

Automatic  flagman 

Automatic  flagman 

Crossing  gates 


Human   flagman. 


In  the  above  tabulation  *'none"  means  no  protection  other  than  the 
standard  crossing  sign,  consisting  of  an  X-shaped  sign,  appropriately 
lettered  and  mounted  on  a  post.  For  crossings  Nos.  26  and  27  the 
original  order  read  that  **for  the  protection  of  Keyes  and  San  Fer- 
nando streets  applicant  shall  maintain  a  human  flagman"  and  inas- 
much as  there  were  involved  two  crossings  of  Keyes  street,  applicant 
stated  that  the  request  for  the  modification  of  the  order  at  this  cross- 
ing was  to  remove  any  possible  ambiguity  in  the  order,  as  the  record 
indicated  that  there  had  been  no  discussion  of  a  human  flagman  at 
crossing  No.  27,  Keyes  and  Fifth  streets,  the  testimony  relative  to  the 
Keyes  street  crossing  being  confined  to  the  main  line  crossing  No.  26, 
at  Keyes  street  near  Twelfth  street.  It  also  appeared  that  the  original 
order  might  be  construed  so  that  crossing  No.  26  was  to  be  protected 
both  by  an  automatic  flagman  and  a  human  flagman,  and  applicant 
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also  brought  up,  as  to  this  crossing,  the  question  of  possible  ambiguity 
and  asked  an  interpretation  of  the  Commission's  former  order. 

"With  regard  to  crossing  No.  6,  the  testimony  shows  that  at  this  cross- 
ing the  county  road  is  now  of  concrete,  whereas  at  the  time  of  the 
hearing  of  the  first  application  the  road  was  of  gravel;  that  the  view 
is  good ;  that  the  crossing  is  practically  level ;  that  the  grades  of  both 
The  Western  Pacific  and  the  Southern  Pacific  (which  is  located  paral- 
lel to  and  60  feet  from  The  Western  Pacific  track)  are  nearly  lev^l  and 
that  the  traffic  on  either  railroad  is  not  heavy. 

Witness  for  the  county  of  Alameda,  the  deputy  county  surveyor,  tes- 
tified that  in  his  opinion  at  least  one  wigwag  is  necessary  for  proper 
protection,  but  also  stated  that  two  wigwags  were  preferable,  one 
north  of  the  Southern  Pacific  track  and  the  other  south  of  The  West- 
em  Pacific  track.  Aside  from  this  there  was  no  objection  on  the  part 
of  any  one  present  to  the  modifications  requested  by  applicant.  A  wit- 
ness for  the  Commission  made  certain  recommendations.  These  recom- 
mendations are,  briefly : 


Grossing 
number 


Recommenda  tions 


6 
16 
23 
25 
26 
27 
29 
31 
35 
37 
38 
40 
43 


Judgment  reserved  until  traflfic  count  was  submitted. 
No  protection  other  than  crossing  sign  necessary. 
Automatic  flagman  when  street  is  paved. 
Automatic  flagman  when  street  is  paved. 
Automatic  flagman. 

No  protection  other  than  crossing  sign  necessary. 
Automatic  flagman  at  side  of  road. 
Automatic  flagman  at  side  of  road. 

Judgment  reserved  until  track  is  laid. 

Gates  not  necessary  but  judgment  reserved  on  automatic  flagman 
until  track  is  laid. 


This  witness  brought  out  the  fact  that  the  track  had  not  actually 
been  constructed  beyond  crossing  No.  35  and  that  since  changes  in 
alignment  had  already  been  made  and  since  the  conditions  at  the  cross- 
ing were  often  materially  altered  after  the  track  was  constructed,  he 
stated  he  would  like  to  reserve  final  judgment  until  th*e  actual  location 
of  the  line  had  been  determined.  Applicant  then  suggested  suspension 
of  the  requirements  of  Decision  4744  applying  to  those  crossings  beyond 
No.  33.    To  this  no  objections  were  made. 

In  accordance  with  the  arrangements  made,  a  traflBc  count  has  been 
filed  by  applicant  showing  the  number  of  vehicles  passing  over  crossing 
No.  6  between  six  o'clock  a.m.  and  eight  o'clock  p.m.  on  Sunday, 
October  15,  1921.     This  traffic  count  shows  a  total  of  2940  vehicles 

55—13711 


Digitized  by 


Google 


866  CALIFORNIA  RAILEOAD  COMMISSION  DECISIONS. 

between  six  a.m.  and  eight  p.m.,  with  a  maximum  of  290  between  five 
and  six  p.m.,  276  during  the  following  hour  and  260  during  the  preced- 
ing hour. 

From  this  evidence  and  the  testimony  it  appears  that  the  installation 
of  one  wigwag  at  this  location,  since  the  tracks  are  some  100  feet  apart 
along  the  highway,  would  not  be  justified,  as  such  installation  would 
introduce  a  hazardous  condition  because  of  the  liability  to  confuse  trav- 
elers on  the  highway.  The  one,  the  Western  Pacific  track,  would  be 
protected  and  the  Southern  Pacific  track  would  not  be  protected.  In 
this  proceeding,  however,  the  Southern  Pacific  crossing  was-  not  for- 
mally brought  to  the  attention  of  the  Commission  and  it  is  therefore 
concluded  that  a  separate  proceeding  should  be  instituted,  taking  into 
consideration  both  the  Southern  Pacific  and  the  Western  Pacific  cross- 
ings at  this  point.  It  can  then  be  determined  whether  or  not  both 
roads  should  install  an  automatic  flagman  at  this  crossing,  either  flag- 
man to  be  operated  by  the  trains  of  both  roads.  Under  these  circum- 
stances it  appears  that  the  original  order  of  the  Commission  should  be 
modified  with  respect  to  crossing  No.  6-  so  that  The  Western  Pacific 
shall,  after  future  investigation  by  the  Commission,  install  an  auto- 
matic flagman  when  and  if  so  ordered. 

The  representative  of  the  California  Highway  Commission  brought 
up  the  question  of  exact  location  of  the  automatic  flagman  at  crossing 
No.  29,  and  it  wajs  suggested  that  he,  the  witness  for  the  applicant,  and 
the  witness  for  the  Commission  should  determine  the  correct  location. 
There  is  no  objection  to  this  arrangement  and  the  conference  to  deter- 
mine the  matter  will  be  held,  as  suggested. 

As  to  crossings  Nos.  16,  23,  25,  26,  27,  29,  31  and  35,  with  respect  to 
crossing  gates,  the  recommendations  of  the  Commission's  engineer 
seem  well  supported  and  reasonable  and  should  be  adopted. 

As  to  crossings  Nos.  35,  37,  38,  39,  40  and  43,  the  desire  of  applicant 
and  of  the  Commission's  engineering  department  is  alike  in  that  both 
believe  that  final  judgment  of  these  crossings  should  not  be  rendered 
until  the  track  is  laid  and  the  right  of  way  is  cleared  so  that  the  hazards 
at  these  crossings  could  be  more  accurately  determined,  and  it  appears 
that  there  is  no  reason  why  final  disposition  of  this  part  of  the  appli- 
cation should  be  •made  at  this  time. 

THIRD  SUPPLEMENTAL  ORDER. 
The  Western  Pacific  Railroad  Company  having  in  its  third  supple- 
mental application  herein  asked  for  a  modification  of  Decision  4744,  as 
indicated  in  the  foregoing  opinion,  a  public  hearing  having  been  held 
and  the  matter  having  been  submitted  and  now  ready  for  decision ; 
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It  is  hereby  ordered,  that  Decision  No.  4744  be  and  it  is  hereby 
amended  as  follows : 

1.  For  crossing  No.  6,  County  road. — Applicant  is  authorized  to  sus- 
pend the  installation  of  an  automatic  flagman  until  further  notice  from 
this  Commission. 

2.  For  crossing  No.  16,  Maybury  road. — That  part  of  Decision  No. 
4744  requiring  the  installation  of  an  automatic  flagman  at  this  crossing 
is  rescinded. 

3.  For  crossing  No.  23,  Twenty-fourth  street,  and  crossing  No.  25, 
Williams  street. — The  installation  of  automatic  flagman  at  these  cross- 
ings may  be  suspended  until  these  streets  are  paved  with  permanent 
pavements. 

4.  For  crossing  No.  26,  Keyes  street  near  Twelfth  street. — An  auto- 
matic flagman  shall  be  installed  at  this  crossing. 

5.  For  crossing  No.  27,  Keyes  street  at  Fifth  street. — ^Neither  an 
automatic  flagman  nor  a  human  flagman  need  be  installed  at  this 
crossing. 

6.  For  crossing  No.  29,  Monterey  road,  crossing  No.  31,  Almaden 
road. — ^An  automatic  flagman  shall  be  installed  at  the  side  of  the  street 
instead  of  at  the  center  of  these  highways. 

7.  For  crossings  Nos.  36,  Sunol  street ;  38,  Saveker  street ;  39,  Sunol 
street ;  40  and  43,  San  Fernando  street. — That  part  of  the  application 
herein  dealing  with  those  crossings  is  hereby  denied  without  prejudice. 

The  Commission  reserves  the  right  to  make  such  further  orders  rel- 
ative to  the  location,  construction,  operation,  maintenance  and  protec- 
tion of  said  crossings  as  to  it  may  seem  right  and  proper,  and  to  revoke 
its  permission  if,  in  its  judgment,  the  public  convenience  and  necessity 
demand  such  action. 

Dated  at  San  Francisco,  California,  this  eighteenth  day  of  Novem- 
ber, 1921. 

Decision  No.  9784. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  JOSEPH  A.  CHANSLOR 
AND  COAL  FIELDS  RAILWAY  FOR  AN  ORDER  AUTHORIZING 
THE  EXECUTION  OF  A  LEASE. 


Application  No.  7329. 
Decided  November  18,  1921. 


ThomaSf  Beedy  and  Lanagan^  for  Applicants. 

Benedict,  Commissioner, 

OPINION. 

This  application  involves  the  lease  of  certain  railway  property  owned 
by  Joseph  A.  Chanslor  to  Coal  Fields  Eailway,  a  corporation. 
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The  record  shows  that  Joseph  A.  Chanslor  is  engaged  in  the  busi- 
ness of  a  common  carrier  operating,  so  far  as  the  physical  condition  of 
the  property  permits,  a  standard  gauge  line  of  railroad  between  McKay 
Station  on  the  line  of  the  Southern  Pacific  in  San  Loiis  Obispo  County 
and  the  mines  of  the  Stone  Canyon  Coal  Company  in  Monterey  County, 
a  distance  of  approximately  22  miles.  The  railroad  was  constructed 
and  has  been  operated  principally  for  the  purpose  of  transporting  the 
production  of  the  Stone  Canyon  Coal  Company.  In  1914  the  railroad 
bridge  across  the  Salinas  River  was  destroyed  by  floods.  Since  then, 
little  or  no  business  has  been  done  by  the  railroad. 

It  appears  that  Joseph  A.  Chanslor  has  entered  into  an  agreement 
for  the  sale  of  the  properties.  Pending  the  final  payment,  he  asks  per- 
mission to  lease  the  properties  which  are  described  in  this  application 
and  in  Exhibit  **A''  to  Coal  Fields  Railway. 

More  than  $100,000  has  been  or  will  be  expended  to  build  the  bridge 
across  the  Salinas  River  and  place  the  railway  properties  in  an  operat- 
ing condition.  If  this  application  is  granted,  the  Coal  Fields  Railway 
will  operate  the  railroad  as  a  common  carrier. 

I  recommend  that  this  application  be  granted  and  herewith  submit 
the  following  form  of  order : 

ORDER. 

Joseph  A.  Chanslor  having  applied  to  the  Railroad  Commission  for 
permission  to  lease  certain  railway  properties  to  Coal  Fields  Railway 
and  Coal  Fields  Railway  having  joined  in  the  application,  a  public 
hearing  having  been  held  and  the  Commission  being  of  the  opinion 
that  this  application  should  be  granted; 

It  is  hereby  ordered,  that  Joseph  A.  Chanslor  be  and  be  is  hereby 
authorized  to  lease  to  the  Coal  Fields  Railway  the  railway  properties 
described  in  this  application  in  accordance  with  the  terms  of  the  lease 
filed  in  this  proceeding  and  marked  Exhibit  **A.'' 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  eighteenth  day  of  Novem- 
ber, 1921. 
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Decision  No.  9785. 

in  the  matter  of  the  application  of  the  northwestern 
reax.ty  company,  a  corporation,  for  an  ori>er  of  the 
railroad  commission  of  the  state  of  california, 
authorizing  applicant  to  serve  water  for  domestic 
use  to  the  residents  of  marin  terraces,  little  city 
farms  and  marin  half  acre  homes,  being  tracts  of 

LAND  LOCATED  IN  TAMALPAIS  VALLEY,  MARIN  COUNTY,  STATE 
OF  CALIFORNIA. 


Application  No.  6662. 
Decided  November  18,  1921. 


Water  Utility — Inadequate  Sebvice — Transfer  to  Municipal  System. — In  this 
case  it  was  shown  that  the  company  had  attempted  to  dispose  of  its  system 
to  the  Marin  Municipal  Water  District.  This  transfer,  the  Commission  stated, 
appears  to  be  the  most  practical  solution  of  the  service  problem,  as  it  would 
afford  consumers  better  service  at  a  lower  rate. 

George  Appell^  for  Applicant. 

By  the  Commission. 

OPINION. 

Northwestern  Realty  Company,  a  corporation,  makes  application  for 
a  certificate  of  public  convenience  and  necessity  authorizing  it  to  supply 
water  for  domestic  purposes  to  Marin  Terraces,  Marin  Half  Acre 
Homes,  Marin  Heights  and  Little  City  Farms,  all  located  in  Tamalpais 
Valley,  Marin  County,  and  to  establish  rates  for  the  service  rendered. 

A  public  hearing  was  held  in  this  matter  at  Mill  Valley  before  Exam- 
iner Satterwhite,  of  which  all  consumers  were  notified  and  given  an 
opportunity  to  appear  and  be  heard. 

It  appears  that  the  above  subdivisions  have  been  gradually  placed 
on  the  market  from  1911  to  1921,  inclusive,  and  that  the  water  system 
was  installed  to  supply  the  lots  as  sold.  The  greater  portion  of  the 
pipe  is  of  2-inch  diameter  and  less,  serving  about  fifty-six  consumers 
throughout  a  scattered  territory.  All  water  supplied  is  purchased 
from  the  Marin  Municipal  Water  District  at  their  regular  rates  of 
$1.25  per  month  for  200  cubic  feet  or  less,  with  25  cents  per  100  cubic 
feet  for  additional  amounts  up  to  10,000  cubic  feet.  Applicant  has 
charged  the  same  rate  to  its  consumers  for  metered  service  and  fixed 
the  flat  rate  charges  at  $1.50  per  month.  These  rates  were  not  filed 
with  this  Commission  nor  have  they  been  authorized. 

Several  consumers  complained  of  inadequate  service,  which  fact  was 
admitted  by  applicant.  To  provide  better  service  it  was  shown  that 
applicant  has  attempted  to  dispose  of  the  system  to  the  Marin  Munici- 
pal Water  District,  but  as  yet  this  has  not  been  accomplished.  This 
transfer  appears  to  be  the  most  practical  solution  of  the  service  prob- 
lem, as  it  would  aflford  the  consumers  better  service  at  a  lower  rate. 
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Provision  for  betterments  of  service  will  be  made  in  the  following 
order. 

Applicant  did  not  present  an  appraisal  of  its  property  or  of  its 
operating  expenses.  It  was  testified  that  the  system  had  cost  $5,000  to 
install,  but  no  return  was  asked  on  this  amount  at  this  time. 

The  Commission's  engineer  submitted  an  estimate  of  a  reasonable 
annual  operating  expense  in  the  amount  of  $1,132,  which  was  not  ques- 
tioned. No  estimate  of  cost  was  submitted  as  no  return  on  the  invest- 
ment was  expected.  The  possible  revenues  from  the  existing  rates  were 
estimated  to  be  about  $1,000.  It  was  shown  that  there  was  some  varia- 
tion in  the  charges  due  to  private  agreements. 

The  system  was  shown  to  be  in  a  development  stage,  and  serves  a 
sparsely  settled  area. 

The  rates  established  in  the  following  order  are  considered  reason- 
able for  the  service  rendered  and  are  designed  to  produce  the  estimated 
operating  expenses,  and  to  distribute  the  charges  equitably  among  the 
consumers. 

It  is  recommended  that  applicant  be  granted  a  certificate  of  public 
convenience  and  necessity  to  operate  a  public  utility  water  system  sup- 
plying the  tracts  set  out  in  the  application. 

ORDER. 

Northwestern  Realty  Company  having  applied  to  the  Railroad  Com- 
mission for  a  certificate  of  public  convenience  and  necessity  and  the 
establishment  of  rates,  a  public  hearing  having  been  held  and  the  mat- 
ter having  been  submitted, 

It  is  hereby  found  as  a  fact  that  public  convenience  and  necessity 
require  that  Northwestern  Realty  Company  be  granted  a  certificate 
authorizing  it,  its  successors  and  assigns,  to  supply  water  for  domestic 
use  in  Marin  Heights,  Marin  Terraces,  Marin  Half  Acre  Homes  and 
Little  City  Farms,  being  subdivisions  of  land  located  in  Marin  County ; 
that  the  present  water  system  is  inadequate  for  the  service  require- 
ments, and  that  the  rate  schedule  now  in  use,  in  so  far  as  it  differs 
from  the  schedule  herein  set  out,  is  unjust  and  unreasonable,  and  that 
the  rates  herein  established  are  just  and  reasonable  rates  to  be  charged 
for  such  service. 

And  basing  its  order  upon  the  foregoing  findings  of  fact  and  upon 
the  statements  of  fact  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered  as  follows: 

1.  That  Northwestern  Realty  Company  be  granted  a  certificate  of 
public  convenience  and  necessity  authorizing  it,  its  successors  and 
assigns,  to  supply  water  for  domestic  purposes  in  Marin  Heights, 
Marin  Terraces,  Marin  Half  Acre  Homes,  and  Little  City  Farms,  all 
located  in  Marin  County. 
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2.  That  Northwestern  Realty  Company  file  with  this  Commission, 
for  its  approval,  within  thirty  (30)  days  of  the  date  of  this  order  plans 
and  specifications  for  the  improvement  of  the  water  system  and  service 
to  its  consumers. 

3.  That  the  Northwestern  Realty  Company  be  and  it  is  hereby 
authorized  and  directed  to  file  with  this  Commission  within  twenty 
(20)  days  from  the  date  of  this  order,  the  following  schedule  of  rates, 
said  schedule  to  become  eflfective  as  provided  later  in  this  order : 

Flat  Rates. 
Minimum   annual   charge,   payable   in   advance,   which   entitles  consumer   to 

six  months'  service $12  00 

For  each  additional  month 2  00 

Meter  Rates. 
Minimum  annual  charge,  payable  in  advance  which  entitled  consumer  to  a 

maximum  of  20O  cubic  feet  of  water  per  month  for  six  months $9  00 

All  use  during  other  months,  for  200  cubic  feet  or  less,  per  month 1  50 

All  use  above  200  cubic  feet  and  less  than  1000  cubic  feet  each  month,  per 

100  cubic  feet 30 

All  use  over  1000  cubic  feet  each  month,  per  100  cubic  feet 25 

4.  That  authority  to  charge  and  collect  the  rates  herein  above  speci- 
fied shall  not  become  eflfective  until  such  time  as  improvements  to  the 
said  water  system  and  service  are  made,  and  a  supplemental  order  of 
this  Commission  is  issued,  fixing  the  date  on  which  these  rate  schedules 
are  to  become  effective,  and  such  further  order  as  the  Commission  may 
deem  proper. 

Dated  at  San  Francisco,  California,  this  eighteenth  day  of  Novem- 
ber, 1921. 


Decision  No.  9788. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  PACIFIC  GAS  AND 
ELECTRIC  COMPANY,  A  CORPORATION,  FOR  AN  ORDER  OP 
THE  RAILROAD  COMMISSION  OF  THE  STATE  OF  CALIFORNIA 
AUTHORIZING  APPLICANT  TO  ISSUE  AND  SELL  TO  THE 
NATIONAL  CITY  COMPANY  (A  NEW  YORK  CORPORATION)  TEN 
MILLION  DOLLARS  FACE  AMOUNT  OP  APPLICANT'S  FIRST  AND 
REFUNDING  MORTGAGE  GOLD  BONDS  OF  SERIES  *'B." 


Application  No.  7356. 
Decided  November  21,  1921. 


William  B.  Boslcy  and  C.  P.  Cutten,  for  Applicant. 

Benedict,  Commissioner, 

OPINION. 

Pacific  Gas  and  Electric  Company  asks  permission  to  issue  and  sell 
at  not  less  than  94^  per  cent  of  their  face  value  and  accrued  interest 
$10,000,000  of  first  and  refunding  mortgage  gold  bonds  of  Series  **B." 
The  bonds  are  to  bear  interest  at  the  rate  of  6  per  cent  per  annum; 
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to  be  dated  December  1,  1921,  to  become  due  December  1,  1941,  and  are 
to  be  noncallable. 

Applicant  and  Mount  Shasta  Power  Corporation,  controlled  through 
stock  ownership  by  applicant,  intend  to  use  the  proceeds  obtained  from 
the  sale  of  bonds  to  pay  for  the  acquisition  and  construction  of  new 
properties.  The  record  shows  that  Pacific  Gas  and  Electric  Company 
and  Mount  Shasta  Power  Corporation  have  unreimbursed  capital 
expenditures  and  authorized  and  estimated  construction  expenditures 
aggregating  $14,473,436.60.  This  amount  is  made  up  of  the  following 
items : 

Unexpended  balances  of  Mount  Shasta  Power  Corporation's  general 
manager's  authorizations  for  the  construction  of  new  hydro- 
electric plants  and  electric  transmission  distribution  systems  and 
other  works  and  for  the  acquisition  of  property  required  for  use 
in  the  service  of  the  public  on  August  31,  1921 |11,539,312  77 

Unexpended  balances  of  Pacific  Gas  and  Electric  Company's  general 
manager's  authorizations  and  estimated  expenditures  not  covered 
by  general  manager's  authorizations  made  prior  to  December  1, 
1920,  for  the  construction  of  additions  and  betterments  required 
for  the  proper  service  of  the  public  on  August  31,  1921 1,433,648  95 

Unreimbursed  capital  expenditures  of  Pacific  Gas  and  Electric  Com- 
pany and  Mount  Shasta  Power  Corporation  on  August  31,  1921 1,500,474  88 

Total    ?14,473,436  60 

The  testimony  shows  that  applicant  has  entered  into  an  agreement 
with  The  National  City  Company  for  the  sale  of  $10,000,000  of  Series 
**B''  first  and  refunding  mortgage  gold  bonds.  The  National  City 
Company  has  agreed  to  pay  for  the  bonds  94^  per  cent  of  their  face 
value  and  accrued  interest.  Applicant  intends  to  deposit  all  of  the 
proceeds  obtained  from  the  sale  of  the  bonds  with  the  trustees  under 
its  first  and  refunding  mortgage  dated  December  1,  1920,  or  with  one 
ot  them,  or  in  a  bank  or  banks,  or  with  the  said  The  National  City 
Company,  until  such  time  as  the  Railroad  Commission  may  authorize 
the  disbursement  of  the  proceeds.  In  general,  it  is  the  intention  of  the 
company  to  ultimately  use  the  proceeds  to  pay  for  the  acquisition  and 
construction  of  the  properties  referred  to  in  this  application. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Pacific  Gas  and  Electric  Company  having  applied  to  the  Railroad 
Commission  for  permission  to  issue  $10,000,000  of  its  first  and  refund- 
ing mortgage  gold  bonds  of  Series  **B,''  a  public  hearing  having  been 
held  and  the  Railroad  Commission  being  of  the  opinion  that  the  money, 
property  or  labor  to  be  procured  or  paid  for  through  the  issue  of  said 
bonds  is  reasonably  required  by  applicant  and  that  applicant  should 
be  permitted  to  issue  and  sell  said  bonds; 
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It  is  hereby  ordered,  that  Pacific  Gas  and  Electric  Company  be  and 
it  is  hereby  authorized  to  issue  and  sell,  for  cash,  at  not  less  than  94i 
per  cent  of  their  face  value  and  accrued  interest  $10,000,000  of  first 
and  refunding  mortgage  6  per  cent  gold  bonds  of  Series  **B"  dated 
December  1,  1921,  and  payable  December  1,  1941,  and  deposit  the  pro- 
ceeds obtained  from  the  sale  of  said  bonds  with  the  trustees  under 
applicant's  first  and  refunding  mortgage  dated  December  1,  1920,  or 
with  one  of  them,  or  in  a  bank  or  banks,  or  with  the  said  The  National 
City  Company,  said  proceeds  to  be  held  in  a  special  account  or  accounts 
and  not  expended  for  any  purpose  except  as  authorized  by  the  Rail- 
road Commission. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  Pacific  Gas  and  Electric  Company  shall  keep  such  record  of  the 
issue,  sale  and  delivery  of  the  bonds  herein  authorized  and  of  the  dis- 
position of  the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty- 
fifth  day  of  each  month  a  verified  report,  as  required  by  the  Railroad 
Commission's  General  Order  No.  24,  which  order,  in  so  far  as  appli- 
cable, is  made  a  part  of  this  order. 

2.  The  authority  herein  granted  will  not  become  effective  until  appli- 
cant has  paid  the  fee  prescribed  in  section  57  of  the  Public  Utilities 
Act,  which  fee  amounts  to  $5,500. 

3.  The  authority  herein  granted  will  apply  only  to  such  bonds  as 
may  be  issued,  sold  and  delivered  on  or  before  February  1,  1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  Novem- 
ber, 1921. 

Decision  No.  9789. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  COAST  VALLEYS  GAS  AND 
ELECTRIC  COMPANY,  A  CORPORATION,  FOR  AN  ORDER  AUTHOR- 
IZING THE  CREATION  AND  ISSUANCE  OF  PREFERRED  STOCK 
AND  THE  EXCHANGE  AND  RETIREMENT  OF  PRESENT  ISSUE 
OF  PREFERRED  STOCK. 


Application  No.  7207. 
Decided  November  23,  1921. 


Refinancing — Overcapitalization — Refunding. — Applicant  permitted  to  issue 
$400,000,  7  per  cent  cumulative  preferred  stock  to  refund  $2,000,000,  7  per  cent 
cumulative  prpferred  stock  and  unpaid  accumulated  dividends  amounting  by 
the  end  of  the  year  to  approximately  $1,250,000.  Applicant  hai?  in  addition 
an  authorized  common  stock  issue  of  $3,000,000,  issued  prior  to  March  23, 
1912,  the  effective  date  of  the  Public  Utilities  Act.  The  Commission  suggested 
that  this  stock  also  be  refunded. 
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IMPBOPEB  Financing — High  Interest  Rates. — ^The  Commission  pointed  out  that 
improper  financing,  carried  over  from  the  period  before  the  Commission  had 
control  over  the  issue  of  stocks  and  bonds,  has  resulted  in  some  utilities  depend- 
ing entirely  on  borrowed  funds,  resulting  in  the  payment  of  high  interest 
rates  and  causing  unsatisfactory  service. 

Sale  of  Stock — Discount. — Applicant's  request  to  sell  $100,000  of  6  per  cent 
cumulative  preferred  stock  at  70  modified  to  permit  sale  at  not  less  than  80. 

James  F.  Pollard,  for  Applicant. 

Benedict,  Commissioner, 

OPINION. 

In  this  application  Coast  Valleys  Gas  and  Electric  Company  asks 
permission  to  issue  $500,000  of  6  per  cent  preferred  stock,  to  refund 
outstanding  preferred  stock  and  finance  the  construction  of  additions 
and  betterments. 

Coast  Valleys  Gas  and  Electric  Company  was  organized  on  or  about 
March  18,  1912,  with  an  authorized  stock  issue  of  $5,000,000,  divided 
into  $3,000,000  of  common  and  $2,000,000  of  7  per  cent  cumulative 
preferred.  All  of  the  stock  was  issued  prior  to  March  23,  1912,  the 
eflfective  date  of  the  Public  Utilities  Act.  No  dividend  has  ever  been 
paid  on  either  class  of  stock. 

Applicant's  funded  debt  in  the  hands  of  the  public  is  reported  at 
$1,260,000,  consisting  of  $1,020,000  of  first  mortgage  6  per  cent  bonds 
due  March  1,  1952,  and  $240,000  of  10-year  8  per  cent  gold  notes  due 
March  1,  1930.  In  addition,  applicant  has  deposited  $360,000  of  its 
first  mortgage  bonds  to  secure  the  payment  of  its  10-year  8  per  cent 
gold  notes.  Applicant's  current  liabilities  on  August  31,  1921,  were 
less  than  its  current  assets. 

The  Railroad  Commission  in  Decision  No.  4847,  dated  November  16, 
1917,  in  Application  No.  1876,  revised  applicant's  rates  and  used  as  a 
rate  base  as  of  June  30,  1917,  the  sum  of  $1,213,546.36.  Applicant 
reports  that  since  June  30,  1917,  its  net  construction  expenditure 
have  totaled  $494,305.74,  which  added  to  the  $1,213,546.36,  makes  a 
total  of  $1,707,852.10.  The  present  value  of  the  properties  on  a  repro- 
duction basis  is  reported  by  applicant  at  approximately  $2,500,000. 
Deducting  from  the  $1,707,852.10  applicant's  funded  debt  of  $1,260,000 
leaves  a  balance  of  $447,852.10  for  the  preferred  stock.  If  a  value  of 
$2,500,000  is  assumed  for  the  properties,  the  balance  for  the  preferred 
stock  is  $1,240,000.  Applicant  has  now  outstanding  $2,000,000  of  7 
per  cent  preferred  stock,  on  which  the  accumulated  unpaid  dividends 
by  the  end  of  the  year  will  amount  to  approximately  $1,250,000. 

Applicant  has  from  time  to  time  been  called  upon  to  expend  rel- 
atively large  amounts  for  construction.  To  meet  the  demands  for 
service  and  render  proper  service  throughout  the  territory  in  which  it 
is  operating,  applicant  will  have  to  continue  to  expend  considerable 
sums  for  additions  and  betterments.    It  appears  that  applicant's  stock- 
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holders  realized  that  some  of  the  moneys  necessary  for  additions  and 
betterments  should  be  secured  through  the  issue  and  sale  of  stock.  It 
is  apparent  that  under  applicant's  present  financial  set-up,  it  can  not 
hope  to  secure  any  funds  through  the  sale  of  preferred  stock,  for  the 
reason  that  the  equity  behind  such  stock  is  considerably  less  than  the 
par  value  of  the  stock  and  unpaid  accumulated  dividends.  The  record 
shows  that  applicant's  preferred  stockholders  have  agreed  to  return  to 
applicant  the  $2,000,000  of  outstanding  preferred  stock  and  to  cancel 
their  claims  for  unpaid  dividends  on  such  stock,  provided  the  company 
issue  to  them  in  exchange  for  the  stock  and  the  claims  for  unpaid 
dividends  new  6  per  cent  preferred  stock  in  the  amount  of  $400,000. 
T Proceedings  have  been  initiated  to  amend  applicant's  articles  of 
incorporation,  so  as  to  provide  for  the  issue  of  $500,000  of  6  per  cent 
cumulative  preferred  stock.  Of  this  amount,  applicant  asks  permis- 
sion to  issue  $400,000  to  its  present  preferred  stockholders  in  exchange 
for  the  $2,000,000  of  preferred  stock  they  now  own  and  their  claims 
for  unpaid  dividends,  and  to  sell  the  remaining  $100,000  at  such  price 
as  the  Commission  may  determine  and  use  the  proceeds  to  pay  for 
additions  and  betterments. 

In  its  Exhibit  No.  **5,"  applicant  reports  in  some  detail  the  esti- 
mated cost  of  additions  and  betterments  to  plant  which  are  in  process 
of  construction  or  the  construction  of  which  should  be  undertaken  as 
soon  as  funds  are  available.  Applicant's  Exhibit  No.  **5"  may  be  sum- 
marized as  follows: 

Amount  necessary  to  comt)lete  construction  work  in  progress $1,773  83 

Estimated    cost   of   proposed   construction    work   which    is   urgent   and 

which  should  be  undertaken  immediately 139,650  00 

Estimated  cost  of  proposed  construction  work  which  should  be  made  if, 

as  and  when  cash  is  available 235,700  00 

Extraordinary  maintenance,  some  of  which  is  chargeable  to  operation, 

and  some  to  depreciation  reserve 20,350  00 

Total $397,473  83 

I  am  thoroughly  in  accord  with  applicant  that  it  should  secure  some 
of  the  money  necessary  to  pay  for  its  proposed  construction  through 
the  issue  and  sale  of  stock.  I  do  not  believe,  however,  that  applicant's 
proposed  refinancing  plan  goes  far  enough.  It  occurs  to  me  that  appli- 
cant should  refund  all  of  its  outstanding  stock  and  bring  its  capitali- 
zation in  line  with  its  rate  base  plus  a  proper  allowance  for  nonopera- 
tive  income  producing  properties. 

Improper  financing,  carried  over  from  the  period  when  this  Com- 
mission did  not  have  control  over  the  issue  of  stocks  and  bonds,  has 
resulted  in  some  utilities  depending  entirely  on  borrowed  funds  or 
earnings  for  moneys  to  pay  for  additions  and  betterments.  The  result 
has  been  the  payment  of  high  interest  rates  for  loaned  capital.    The 
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inability  to  sell  stock  is  not  always  due  to  low  earnings  on  property 
nsed  and  useful  in  rendering  service  to  the  public,  but  frequently  is 
caused  by  the  fact  that  a  large  amount  of  stock  is  outstanding  which 
does  not  rest  upon  any  real  equity.  It  is  only  through  refinancing  and 
the  sale  of  stock  that  such  conditions  can  be  remedied.  It  is  unfor- 
tunate that  the  Commission  has  not  suflScient  power  to  take  positive 
action  in  these  matters.  I  am  convinced  that  antiquated  financial 
structures  have  seriously  handicapped  utilities  in  their  financing  and 
have  been  a  cause  in  rendering  unsatisfactory  service  to  the  public. 
The  plan  suggested  by  applicant  in  this  proceeding  is  in  the  right 
direction,  but  it  is  suggested  that  those  in  control  of  this  company  con- 
sider the  refinancing  of  the  present  outstanding  common  stock  as  well 
as  the  preferred. 

Applicant  asks  permission  to  sell  its  6  per  cent  cumulative  preferred 
stock  at  not  less  than  70,  or  such  other  price  as  the  Commission  may 
determine.  This  request  of  applicant  has  been  considered,  and  I  do  not 
believe  that  it  should  sell  its  stock  for  less  than  $80  per  share  net. 

I  herewith  submit  the  following  form  of  order : 

ORDER. 

Coast  Valleys  Gas  and  Electric  Company  having  applied  to  the  Rail- 
road Commission  for  permission  to  issue  $500,000  of  6  per  cent  cumu- 
lative preferred  stock,  a  public  hearing  having  been  held  and  the  Com- 
mission being  of  the  opinion  that  the  money,  property  or  labor  to  be 
procured  or  paid  for  by  such  issue  is  reasonably  required  by  applicant 
and  that  the  expenditures  herein  authorized  are  not  in  whole  or  in  part 
reasonably  chargeable  to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  Coast  Valleys  Gas  and  Electric  Company 
be  and  it  is  hereby  authorized  to  issue  $500,000  par  value  of  6  per 
cent  cumulative  preferred  stock. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  Of  the  stock  herein  authorized  to  be  issued,  $400,000  may  be  Issued 
for  the  purpose  of  refunding  the  $2,000,000  of  7  per  cent  cumulative 
preferred  stock  now  outstanding,  together  with  all  claims  for  any 
unpaid  dividends  on  said  $2,000,000  of  preferred  stock,  said  $400,000 
of  stock  to  be  issued  concurrently  with  or  subsequent  to  the  oancella- 
tion  of  the  $2,000,000  of  stock. 

2.  Of  the  stock  herein  authorized  to  be  issued,  $100,000  par  value 
may  be  sold  by  applicant,  for  cash,  for  not  less  than  $80  per  share 
net. 

3.  The  proceeds  realized  from  the  sale  of  the  $100,000  of  stock  may 
be  used  by  applicant  for  the  purpose  of  financing  in  part  the  cost  of 
the  additions  and  betterments  reported  in  Exhibit  *'5*'  to  the  extent 
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that  such  cost  is  properly  chargeable  to  capital  account  under  the  uni- 
form system  of  accounts  prescribed  by  this  Commission. 

4.  Coast  Valleys  Gas  and  Electric  Company  shall  keep  such  record 
of  the  issue,  sale  and  delivery  of  the  stock  herein  authorized  and  of 
the  disposition  of  the  proceeds  as  will  enable  it  to  file  on  or  before 
the  twenty-fifth  day  of  each  month  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far 
as  applicable,  is  made  a  part  of  this  order. 

5.  The  authority  herein  granted  will  apply  only  to  such  stock  as 
may  be  issued,  sold  and  delivered  on  or  before  August  31,  1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Novem- 
ber, 1921. 


Decision  No.  9795. 

in  the  matter  of  the  application  of  the  fresno  canal  and 
land  corporation  for  autiiority  to  sell  and  the  con- 
solidated  canal  company  for  authority  to  purchase 
certain  property  of  the  fresno  canal  and  land  cor- 
PORATION KNOWN  AS  THE  LONE  TREE  CHANNEL  AND  ITS 
LATERALS. 


Application  No.  6869. 
Decided  November  23,  1921. 


L,  L.  Cory^  for  Applicants. 

By  the  Commission. 

OPINION. 

In  this  proceeding  the  Fresno  Canal  and  Land  .Corporation  and  the 
Consolidated  Canal  Company,  both  public  utilities  supplying  water 
for  irrigation  purposes  in  Fresno  and  Kings  counties,  make  joint  appli- 
cation as  entitled  above.  The  canal  properties,  ditch  rights  and  appur- 
tenances which  it  is  proposed  to  sell  and  to  purchase  at  an  agreed 
price  of  $62,750  include  the  Lone  Tree  Channel,  Highland  Canal, 
McCall  Canal,  and  a  certain  interest  in  the  Garfield  Ditch,  all  more 
particularly  described  in  the  deed  of  sale,  a  copy  of  which  is  attached 
to  the  application  and  marked  Exhibit  '*E."  A  sales  agreement 
entered  into  between  the  applicants  is  also  attached  and  marked 
Exhibit  **D.''  Therein  it  is  agreed  that  the  sale  price  will  be  repre- 
sented by  a  promissory  note  executed  by  the  Consolidated  Canal  Com- 
pany to  the  Fresno  Canal  and  Land  Corporation  and  payable  on  or 
before  one  year  from  the  date  thereof,  with  interest  at  8  per  cent. 
Subsequently  a  supplemental  application  was  filed  asking  that  there 
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be  included  in  the  proposed  transfer  what  is  known  as  the  Sierring 
Ditch,  which  it  is  alleged  is  an  integral  part  of  the  above  mentioned 
canal  properties  and  had  been  inadvertently  omitted  from  the  orig- 
inal application,  the  agreed  price  therefor  to  be  $8,348.54,  to  be  paid 
in  accordance  with  the  terms  of  the  agreement  set  forth  in  the  original 
application. 

A  public  hearing  was  held  at  Fresno  before  Examiner  Satterwhite, 
of  which  all  interested  parties  were  notified  and  given  an  opportunity 
to  appear  and  be  heard. 

The  evidence  shows  that  these  canals  constitute  the  only  public 
utility  property  now  owned  by  the  Fresno  Canal  and  Land  Corpora- 
tion, the  major  portion  of  its  properties  having  recently  been  acquired 
by  the  Fresno  Irrigation  District.  Upon  the  consummation  of  the 
transfer  for  which  application  is  made  herein  the  Fresno  Canal  and 
Land  Corporation  proposes  to  disincorporate.  It  was  further  shown 
that  the  Consolidated  Canal  Company  is  the  owner  of  and  is  now 
operating  an  extensive  public  utility  irrigation  system  and  is  in  a 
position  to  render  proper  and  adequate  service  to  the'  present  con- 
sumers on  the  Lone  Tree  Channel  and  other  canals  which  are  proposed 
to  be  transferred. 

ORDER. 

Joint  application  having  been  made  for  authority  to  transfer  to  the 
Consolidated  Canal  Company  certain  canal  properties  and  rights  of 
the  Fresno  Canal  and  Land  Corporation,  more  particularly  described 
in  Appendix  *'A'*  attached  hereto  and  made  a  part  hereof,  a  public 
hearing  having  been  held  and  the  matter  having  been  submitted: 

It  is  hereby  found  as  a  fact  that  public  convenience  and  necessity 
would  be  best  served  by  the  granting  of  the  application. 

And  basing  its  order  on  the  foregoing  finding  of  fact  and  the  state- 
ments of  fact  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  the  Fresno  Canal  and  Land  Corporation 
be  and  it  is  hereby  granted  authority  to  sell,  and  Consolidated  Canal 
Company  to  purchase,  the  certain  properties  and  rights  more  particu- 
larly described  in  Appendix  *'A"  attached  hereto,  in  accordance  with 
the  terms  of  the  agreement  attached  to  the  application  and  marked 
Exhibit  *'D''  and  as  amended  in  the  supplemental  application,  upon 
the  following  conditions  and  not  otherwise : 

1.  The  purchase  price  agreed  upon  between  the  applicants  herein 
shall  not  be  urged  before  this  Commission  or  any  other  public  body  as 
a  finding  of  value  for  rate  fixing  or  any  other  purpose  than  the  trans- 
fer herein  authorized. 

2.  The  authority  herein  granted  shall  apply  only  to  such  transfer 
as  may  have  been  made  on  or  before  January  31,  1922,  and  a  certified 
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copy  of  the  instrument  of  conveyance  shall  be  filed  with  this  Commis- 
sion by  the  Fresno  Canal  and  Land  Corporation  within  thirty  (30) 
day«  of  the  date  on  which  it  is  executed. 

3.  "Within  ten  (10)  days  from  the  date  on  which  Fresno  Canal  and 
Land  Corporation  actually  relinquishes  control  and  possession  of  the 
properties  herein  authorized  to  be  transferred,  a  certified  statement 
shall  be  filed  with  this  Commission  indicating  the  date  on  which  such 
control  and  possession  has  actually  been  relinquished. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Novem- 
ber, 1921. 

APPENDIX   "A". 

Schedule  of  property  to  be  conveyed  by   Fresno  Canal   and   Land  Corporation   to 
Consolidated   Canal   Company. 

1.  Lone  Tree  Channel :  Beginning  at  a  point  in  the  south  bank  of  Fresno  Canal, 
which  point  is  near  the  center  of  section  32,  township  13  south,  range  23  east, 
M.  D.  B.  and  M.,  and  running  thence  in  a  general  southwesterly  direction  8.04 
miles  to  a  point  in  section  26,  township  14  south,  range  22  east,  M.  D.  B.  and  M., 
near  the  north  lide  thereof. 

2.  Highland  Canal:  Beginning  at  the  end  of  Lone  Tree  Channel  near  the  north 
line  of  section  26,  township  14  south,  range  22  east,  M.  D.  B.  and  M.,  and  running 
thence  in  a  southeasterly  direction  5.40  miles  to  a  point  in  the  east  line  of  the  west 
half  of  section  7,  township  15  south,  range  23  east,  M.  D.  B.  and  M. 

3.  McCall  Canal:  Beginning  at  the  end  of  Lone  Tree  Channel  near  the  north 
line  of  section  26,  township  14  south,  range  22  east,  M.  D.  B.  and  M.,  and  running 
thence  in  a  southwesterly  direction  4.64  miles  to  a  point  in  the  south  line  of  section 
17,  township  15  south,  range  22  east,  M.  D.  B.  and  M. 

4.  Also  a  certain  interest  in  Garfield  Ditch,  beginning  in  the  west  bank  of  Lone 
Tree  Channel  in  section  26,  township  14  south,  range  22  east,  M.  D.  B.  and  M.; 
thence  running  southwesterly  six  miles,  more  or  less,  ending  in  the  west  bank  of 
the  Fowler  Switch  Canal  in  section  7,  township  15  south,  range  22  east,  M.  D.  B. 
and  M.,  said  interest  being  represented  by  those  certain  options  recently  exercised 
by  Fresno  Canal  and  Land  Corporation. 

5.  Commencing  at  a  point  on  the  Fowler  Switch  Canal,  near  the  southeast  comer 
of  the  southwest  quarter  of  the  southeast  quarter  of  section  16,  township  14  south, 
range  22  east;  thence  running  along  the  north. side  of  the  county  road,  westerly,  a 
distance  of  about  one-half  mile;  thence  northwesterly  and  northerly  to  the  north- 
east comer  of  the  southeast  quarter  of  the  southeast  quarter  of  section  17,  town- 
ship 14  south,  range  22  east ;  thence  westerly  for  three  miles  to  the  northeast  corner 
of  the  southeast  quarter  of  the  southeast  quarter  of  section  14,  township  14  south, 
range  21  east ;  thence  southerly  330  feet  along  the  west  side  of  county  road ;  thence 
westerly  about  1600  feet,  to  where  the  same  connects  with  the  Briggs  Canal. 

Also  all  laterals,  headgates  and  appurtenances  belonging  to  or  connected  with 
said  properties. 

Subject,  however,  to  a  certain  interest  heretofore  transferred  by  Fresno  Canal 
and  Land  Corporation  to  the  Fresno  Irrigation  District,  a  corporation,  and  a  con- 
tract entered  into  between  said  Fresno  (>anal  and  Land  Corporation  and  said  Irri- 
gation District,  with  reference  to  said  Ivone  Tree  Channel  and  its  laterals,  headgates 
and  appurtenances  and  for  the  cost  of  the  care  and  maintenance  thereof,  and  also 
subject  to  the  decision  heretofore  made  by  the  Railroad  Commission  of  the  State  of 
California  fixing  the  rates  to  be  charged  for  service  of  water  through  said  Lone 
Tree  Channel,  bearing  date  April  16,  1921,  and  numbered  8880. 
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Decision  No.  9797. 

IN  THE  MATTER  OP  THE  APPLICATION  OF  STARK  STEAMSHIP 
LINES,  INCORPORATED,  A  CORPORATION,  FOR  PERMIT  AUTHOR- 
IZING  OF   ISSUANCE  OF  STOCK. 


Application  No.  7349. 
Decided  November  23,  1921. 


John  A.  Sinclair^  for  Applicant. 

Benedict,  Commissioner, 

OPINION. 

Stark  Steamship  Lines,  Incorporated,  asks  permission  to  issue  997 
shares  ($99,700)  of  its  capital  stock. 

Stark  Steamship  Lines,  Incorporated,  was  organized  on  or  about 
June  7,  1921,  with  an  authorized  stock  issue  of  $100,000  divided  into 
1000  shares  of  the  par  value  of  $100  each.  None  of  its  stock  except 
shares  necessary  to  qualify  directors  has  been  issued. 

H.  C.  Cobum,  applicant's  president,  testified  that  it  was  the  com- 
pany's intention  at  this  time  to  charter  and  operate  two  vessels  as 
carriers  of  freight  between  San  Francisco  and  Portland,  Oregon.  His 
testimony  shows  that  while  the  company  at  present  intends  to  carry  on 
only  an  interstate  business,  it  is  possible  that  in  the  future  it  may 
engage  in  intrastate  business  within  the  State  of  California.  Appli- 
cant's articles  of  incorporation  permit  it  to  engage  in  intrastate  busi- 
ness of  a  public  utility  character.  H  is  for  this  reason  that  applicant 
has  applied  to  this  Commission  for  permission  to  issue  its  stock. 

Applicant  asks  permission  to  issue  $15,000  of  its  stock  to  H.  C. 
Cobum  Company  and  F.  M.  Stark,  in  exchange  for  $12,750,  payable 
25  per  cent  in  cash  and  the  balance  in  ten  equal  monthly  installments. 
It  is  proposed  to  issue  the  $15,000  of  stock  at  $85  per  share.  Stock  in 
the  amount  of  $83,700  applicant  intends  to  offer  for  sale  at  par,  less 
a  selling  commission  of  15  per  cent  thereof,  or  at  $85  per  share  net. 
One  thousand  dollars  of  its  stock  applicant  asks  permission  to  issue 
to  John  A.  Sinclair  in  payment  for  legal  services.  H.  C.  Cobum  testi- 
fied that  none  of  applicant's  stock  will  be  issued  until  it  is  fully  paid. 

Applicant  asks  permission  to  use  $59,000  of  the  proceeds  from  the 
sale  of  its  stock  to  purchase  and  charter  vessels  and  $25,000  for  work- 
ing capital.  At  this  time  applicant  is  uncertain  whether  if  will  pur- 
chase vessels  or  charter  the  same.  The  order  herein  wiU  permit  appli- 
cant to  do  either. 

Applicant  has  submitted  a  statement  showing  that  $14,805  is 
required  to  operate  the  Steamship  '^Georgina  Rolph"  or  the  **  Annette 
Rolph"on  one  round  trip  from  San  Francisco  to  Portland.    Applicant 
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is,  according  to  the  record,  considering  a  proposal  to  charter  the  two 
vessels  mentioned.  If  it  can  acquire  vessels  on  more  satisfactory  terms 
than  charter  vessels,  it  will  do  so. 

Applicant  does  not  intend  to  begin  operations  until  it  has  $25,000 
in  cash  on  hand  from  the  sale  of  stock.  H.  C.  Coburn  testified  that  in 
his  opinion  no  difficulty  would  be  encountered  in  disposing  of  appli- 
cant's stock. 

Applicant  will  be  required  to  file  with  the  Commission  a  copy  of  its 
prospectus  covering  the  sale  of  its  stock,  if  any  is  published,  and  a 
copy  of  its  stock  subscription  agreement.  Both  must  contain  this 
language : 

While  the  Railroad  Commission  has  authorized  the  issue  and  sale  of  this  stock, 
its  order  is  permissive  only  and  does  not  constitute  a  recommendation  or  endorse- 
ment of  the  stock. 

I  herewith  submit  the  following  form  of  order: 

ORDER. 

Stark  Steamship  Lines,  Incorporated,  having  applied  to  the  Rail- 
road Commission  for  permission  to  issue  $99,700  par  value  of  stock,  a 
public  hearing  having  been  held  and  it  appearing  to  the  Railroad 
Commission  that  the  money,  property  or  labor  to  be  procured  or  paid 
for  by  such  issue,  is  reasonably  required  by  applicant  and  that  the 
expenditures  authorized  are  not  in  whole  or  in  part  reasonably  charge- 
able to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  Stark  Steamship  Lines,  Incorporated,  be 
and  it  is  hereby  authorized  to  issue  on  or  before  April  30,  1922,  $99,700 
par  value  of  its  common  capital  stock. 

The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  Stock  in  the  amount  of  $15,000  herein  authorized  to  be  issued  may 
be  delivered  to  H.  C.  Cobum  Company  and  F.  M.  Stark  in  exchange 
for  $12,750,  payable  25  per  cent  in  cash  and  the  balance  in  ten  equal 
monthly  installments. 

2.  Stock  in  the,  amount  of  $1,000  herein  authorized  to  be  issued  may 
be  delivered  to  John  A.  Sinclair  in  payment  for  legal  services. 

3.  Stock  in  the  amount  of  $83,700  herein  authorized  to  be  issued  may 
be  sold  by  applicant  for  not  less  than  par,  less  a  selling  commission  of 
15  per  cent  thereof. 

4.  The  net  proceeds  realized  from  the  sale  of  the  stock  shall  be  used 
by  applicant  to  purchase  or  charter  vessels  and  for  working  capital, 
as  outlined  in  this  application. 

5.  Applicant  shall  file  with  the  Commission  a  copy  of  its  prospectus, 
if  any  is  published,  in  connection  with  the  sale  of  its  stock,  a  copy  of 
its  stock  subscription  agreement  and  a  copy  of  each  and  every  agree- 
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ment  under  the  terms  of  which  an  individual  or  individuals  are 
employed  to  act  as  agents  or  salesmen  for  applicant  in  selling  the  stock 
herein  authorized. 

6.  On  each  stock  subscription  agreement  and  in  any  prospectus 
issued  and  distributed  by  applicant  shall  appear  this  language : 

While  the  Railroad  Commission  has  authorized  the  issue  and  sale  of  this  stock, 
its  order  is  permissive  only  and  does  not  constitute  a  recommendation  or  an  endorse- 
ment of  the  stock. 

7.  Stark  Steamship  Lines,  Incorporated,  shall  keep  such  record  of 
the  issue  and  sale  of  the  stock  herein  authorized  and  of  the  disposition 
of  the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth 
day  of  each  month  a  verified  report,  as  required  by  the  Railroad  Com- 
mission's General  Order  No.  24,  which  order,  in  so  far  as  applicable, 
is  made  a  part  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dieted  at  San  Francisco,  California,  this  twenty-third  day  of  Novem- 
ber, 1921. 

Decision  No.  9803. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  FRED  H.  DRAKE  FOR  AN 
ORDER  FIXING  AND  ADJUSTING  WATER  RATES. 


Application  No.  7134. 
Decided  November  23,  1921. 


Water  Utility — Overbuilt  System — Full  Return  Not  Allowed. — It  is  held 
that  in  the  case  of  an  overbuilt  system  designed  to  facilitate  real  estate  pro- 
motion it  would  be  unreasonable  to  burden  present  consumers  with  rates  which 
would  yield  a  full  return  on  the  investment. 

Morrison^  Dunne  and  Brohecky  by  U.  U.  Phlcgcr^  for  Applicants. 

By  the  Commission. 

OPINION. 

This  proceeding,  brought  by  Fred  H.  Drake  as  agent  for  the  Mer- 
cantile Trust  Company  of  San  Francisco,  is  an  application  for  an  order 
of  this  Commission  authorizing  an  increase  in  the  rates  and  charges  for 
water  furnished  for  domestic  purposes  to  consumers  in  the  unincor- 
porated town  of  San  Carlos,  San  Mateo  County. 

The  application  alleges  in  effect  that  the  Mercantile  Trust  Company 
is  the  owner  of  the  public  utility  water  distribution  system  supplying 
the  town  of  San  Carlos;  and  that  the  rates  at  present  in  effect  do  not 
produce  sufficient  revenue  to  meet  the  reasonable  annual  charges  of  the 
system,  including  depreciation  allowance  and  a  return  upon  the  invest- 
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ment.  The  Commission  is  therefore  asked  to  establish  rates  which  will 
yield  an  adequate  return. 

A  public  hearing  was  held  in  this  proceeding  at  San  Carlos  before 
Examiner  Geary,  of  which  all  interested  parties  were  notified  and  were 
given  an  opportunity  to  appear  and  be  heard. 

San  Carlos  townsite  was  a  real  estate  subdivision  acquired  from  the 
Phelps  Estate  about  1910  by  the  San  Carlos  Park  Syndicate.  This  cor- 
poration installed  a  water  system,  including  a  pumping  plant  and  a 
135,000-gallon  concrete  sump,  together  with  certain  distribution 
mains.  The  water  supply  was  obtained  from  the  Spring  Valley  Water 
Company's  Alameda  pipe  line  and  was  pumped  to  a  concrete  reservoir 
on  an  elevation  above  the  tract. 

In  November,  1915,  the  San  Francisco  Peninsula  Company,  a  cor- 
poration, took  over  the  properties  under  foreclosure  proceedings,  sub- 
ject to  a  deed  of  trust  dated  April  2,  1910,  from  the  San  Carlos  Park 
Syndicate  to  the  Mercantile  Trust  Company.  On  May  24,  1917,  the 
Mercantile  Trust  Company  was  obliged  to  foreclose  on  the  properties 
and  thus  obtained  title  to  all.  unsold  lots  in  the  subdivision  and  to  the 
water  system.  The  new  owners  made  large  extensions  to  the  distribu- 
tion mains  in  the  tract  and  about  1920  discontinued  using  the  pump- 
ing plant  above  mentioned,  having  extended  the  4-inch  distribution 
line  to  a  connection  with  the  Spring  Valley  Water  Company's  pressure 
main  at  the  Belmont  pump  station.  The  present  distribution  system 
consists  of  about  11,330  feet  of  4-inch  and  15,090  feet  of  2,  1^  and  1- 
inch  mains,  largely  standard  screw  pipe.  Ninety- two  services  have 
been  installed,  all  of  which  are  metered. 

The  rates  at  present  in  effect  are  22J  cents  per  100  cubic  feet,  with 
a  minimum  charge  of  $1.  At  the  time  these  rates  were  put  into  effect 
they  were  practically  identical  with  the  rates  charged  the  utility  by 
the  Spring  Valley  Water  Company  and  consequently  there  was  little 
or  no  provision  for  any  losses  in  transit,  for  costs  of  maintenance  of 
the  distribution  system  or  for  the  costs  of  collection. 

The  following  are  the  Spring  Valley  Water  Company's  present  rates, 
at  which  applicant  now  purchases  water  for  distribution  and  sale  to 
consumers  in  San  Carlos: 

Monthly  service  charge  for  each  2-inch  meter $5  40 

For  the  first  3,300  cubic  feet  of  water  delivered,  28.8  cents  per  100  cubic  feet. 
For  the  next  30,000  cubic  feet  of  water  delivered,  25.2  cents  per  100  cubic  feet. 
For  all  over  33,300  cubic  feet  of  water  delivered,  21.6  cents  per  100  cubic  feet. 

Following  a  field  investigation  and  an  examination  of  the  records  of 
the  utility,  Mr.  H.  A.  Noble,  one  of  the  hydraulic  engineers  of  the  Com- 
mission, compiled  a  report  setting  forth  a  detailed  inventory  and 
appraisal  of  the  system.    This  report,  submitted  in  evidence,  shows  the 
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estimated  original  cost  of  the  properties,  at  present  used  and  useful, 
as  $14,392,  and  the  depreciation  annuity  computed  by  the  sinking 
fund  method  at  6  per  cent  as  $336. 

Applicant  submitted  what  was  entitled  a  cost  inventory  of  the  sys- 
tem showing  a  total  of  $19,419.75,  and  included  $5,250  for  the  pumping 
equipment  which  the  evidence  shows  is  not  now  utilized.  This  cost 
inventory  is  admittedly  based  largely  on  estimates.  The  evidence  shows 
that  the  actual  original  cost  of  the  system  is  not  obtainable  from  the 
records  available.  The  following,  compiled  from  the  book  accounts, 
shows  the  maintenance  and  operation  expenses  for  the  year  1920 : 

Water  purchased  from  Spring  Valley  Water  Company $3,107  58 

Electric  power  for  pumping 10  38 

Labor  charged  to  repairs  and  upkeep 417  06 

Total $3,535  00 

It  appears  that  the  above  total  does  not  include  certain  expenses 
incurred  that  are  properly  chargeable  to  maintenance  and  operation 
expenses,  namely:  Superintendence,  collection  and  office  expenses. 
The  item  of  labor  includes  only  part  time  of  one  man  at  the  rate  of 
$4.50  per  day.  Up  to  this  date  the  water  system  has  not  been  directly 
assessed  for  taxes  and  there  has  been  no  expense  for  insurance. 

After  a  careful  consideration  of  all  the  above  facts,  together  with 
the  operating  methods  and  practices  obtaining,  and  the  conditions  of 
upkeep  of  the  system,  it  is  estimated  that  $4,600  is  a  reasonable  amount 
to  be  allowed  in  the  annual  charges  for  future  maintenance  and  opera- 
tion expenses,  including  the  cost  of  water  secured  for  resale.  The 
present  rate  schedule  produced  a  revenue  of  $2,887.62  during  1920, 
which  amount  it  is  apparent  was  inadequate  to  return  the  actual  main- 
tenance and  operation  expenses. 

The  evidence  shows  ^that  the  water  system  has  been  installed  and 
operated  by  the  certain  real  estate  promoters  who  have  been  engaged 
in  the  subdivision  and  sale  of  lots  in  the  tract.  "While  the  growth 
in  the  community  has  been  rapid  during  the  past  two  years,  the  tract 
still  remains  sparsely  settled  with  an  overbuilt  distribution  system,  and 
it  would  be  unreasonable  to  burden  the  present  consumers  with  rates 
which  would  yield  a  full  return  on  the  investment  in  the  system. 
After  a  study  of  the  metered  water  use  for  1919  and  1920,  introduced 
in  evidence,  the  rate  schedule  set  out  in  the  following  order  has  been 
designed  to  yield  reasonable  annual  charges  for  future  operation  of 
the  system,  including  maintenance  and  operation  expenses,  deprecia- 
tion annuity,  and  a  partial  interest  return  on  the  investment. 
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ORDER. 

Fred  H.  Drake,  agent  of  the  Mercantile  Trust  Company,  having 
applied  to  this  Commission  for  an  order  authorizing*  an  increase  in 
rates  on  the  San  Carlos  Water  System,  a  public  hearing  having  been 
held  and  the  matter  having  been  submitted : 

It  is  hereby  found  as  a  fact  that  the  present  rates  charged  by  Fred 
H.  Drake  for  water  supplied  to  consumers  on  the  San  Carlos  Water 
System,  in  so  far  as  they  differ  from  the  rates  herein  established,  are 
unjust  and  unreasonable,  and  that  the  rates  herein  established  are 
just  and  reasonable  rates  to  be  charged  for  such  service; 

And  basing  the  order  on  the  foregoing  finding  of  fact  and  the  state- 
ments of  fact  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  Fred  H.  Drake,  as  agent  of  the  Mercantile 
Trust  Company,  be  and  he  is  hereby  authorized  to  file  with  this  Com- 
mission within  twenty  (20)  days  from  the  date  of  this  order  the  fol- 
lowing schedule  of  rates  to  be  charged  for  all  service  rendered  subse- 
quent to  December  31,  1921 : 

Rate  Schedule. 
Metered  use — 

Monthly  minimum  charges  for  metered  use : 

For    i-inch  and  f-inch  meters ; ^1  50 

For  1  -inch  meter 2  50 

For  1^-inch  meter 3  75 

For  2  -inch  meter ^ 5  00 

Monthly  quantity  rates: 

For  use  between  0  and  3000  cubic  feet,  per  100  cubic  feet $0  40 

All  use  over  3000  cubic  feet,  per  100  cubic  feet 35 

It  is  hereby  further  ordered,  that  Fred  H.  Drake,  agent  for  Mer- 
cantile Trust  Company,  be  and  he  is  hereby  directed  to  file  with  this 
Commission  within  thirty  (30)  days  from  the  date  of  this  order,  rules 
and  regulations  to  govern  the  relations  between  the  utility  and  its  con- 
sumers, such  rules  and  regulations  to  become  effective  upon  their 
acceptance  for  filing  by  this  Commission. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Novem- 
ber, 1921. 
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Decision  No.  9805. 

IN  THE  MATTER  OF  THE  APrLICATION  OF  THE  C.  H.  HOLT  REALTY 
COMPANY,  A  CORPORATION,  FOR  AN  ORDER  OF  THE  RAILROAD 
COMMISSION  OF  THE  STATE  OF  CALIFORNIA,  AUTHORIZING 
APPLICANT  TO  SERVE  WATER  FOR  DOMESTIC  USE  TO  THE  RESI- 
DENTS OF  EMERALD  LAKE  PARK  AND  OAK  KNOLL  MANOR, 
BEING  TRACTS  OF  LAND  LOCATED  NEAR  REDWOOD  CITY,  SAN 
MATEO  COUNTY,  STATE  OF  CALIFORNIA. 


Application  No.  6663. 
Decided  November  23,  1921. 


Water  Utility — Development  Stage. — Where  a  system  is  in  a  development  stage, 
investment  or  depreciation  can  not  reasonably  be  used  in  establishing  a  rate. 

George  H,  Appell,  for  Applicant. 

By  the  Commission. 

OPINION. 

C.  H.  Holt  Realty  Company,  a  corporation,  makes  application  for 
a  certificate  of  public  convenience  and  necessity  authorizing  it  to  sup- 
ply water  for  domestic  purposes  to  subdivisions  of  land  known  as 
Emerald  Lake  Park  and  Oak  Knoll  Manor,  contiguous  to  the  city  limits 
of  Redwood  City,  San  Mateo  County,  and  to  establish  rates  for  the 
service  rendered. 

A  public  hearing  was  held  at  Redwood  City  before  Examiner  Satter- 
white,  of  which  all  the  consumers  were  notified  and  given  an  oppor- 
tunity to  be  present  and  be  heard. 

Applicant  is  engaged  in  a  general  real  estate  business.  It  subdivided 
these  tracts  and  installed  the  water  system  in  1917  under  the  corpora- 
tion name  of  Lavelle-Holt  Realty  Company.  In  1918  the  name  was 
charged  to  C.  H.  Holt  Realty  Company,  applicant  herein. 

A  portion  of  the  subdivided  area  is  within  the  city  limits  of  Red- 
wood City  and  this  area  is  supplied  with  water  by  the  Redwood  City 
Municipal  Water  System. 

Water  is  obtained  from  the  municipal  system  at  its  regular  rates  and 
pumped  into  storage  tanks,  from  which  it  is  distributed  to  the  con- 
sumers. 

Applicant  has  the  same  meter  rates  in  effect  that  are  charged  by  the 
municipal  system.  These  rates  vary  according  to  use,  and  range  from 
30  cents  per  1000  gallons  for  the  first  15,000  gallons  to  16  cents  per 
1000  gallons  for  use  over  400,000  gallons.  The  minimum  meter  charge 
on  applicant's  system  is  $1  per  month,  and  the  flat  rate  charge  is  $1.50 
per  month. 

At  present  there  are  about  120  live  services,  of  which  about  seventy 
are  metered.  Many  of  the  consumers  have  temporary  buildings,  and 
it  was  shown  that  about  forty  occupy  their  premises  during  the  sum- 
mer months  or  week  ends  and  holidays. 
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Applicant  did  not  present  an  appraisal  of  its  properties,  but  it  was 
testified  that  the  sum  of  $12,806.70  was  expended  in  installing  the 
system.  However,  no  return  is  asked  on  this  amount.  No  estimate  of 
operating  charges  was  submitted.  The  revenues  for  six  months  were 
shown  to  be  $486. 

The  Commission's  engineer  submitted  an  estimate  of  $2,370  as  a 
reasonable  annual  operating  charge.  No  estimate  was  made  of  the 
investment  or  depreciation,  as  the  system  is  in  its  development  stage 
and  these  elements  can  not  reasonably  be  used  in  establishing  a  rate. 

The  rates  established  in  the  following  order  are  considered  reason- 
able for  the  service  rendered,  and  will  produce  suflBcient  revenue  to 
approximate  the  estimated  operating  expenses.  The  margin  of  revenue 
over  expenses  will  increase  as  the  tract  grows  and  new  consumers  are 
added  to  the  system. 

ORDER. 

C.  H.  Holt  Realty  Company  having  applied  to  the  Railroad  Com- 
mission for  a  certificate  of  public  convenience  and  necessity  and  for 
the  establishment  of  rates,  a  public  hearing  having  been  held  and  the 
matter  having  been  submitted:   . 

It  is  hereby  found  as  a  fact  that  public  convenience  and  necessity 
require  that  C.  H.  Holt  Realty  Company  be  granted  a  certificate  author- 
izing it,  its  successors  and  assigns,  to  supply  water  for  domestic  pur- 
poses in  Oak  Knoll  Manor  and  Emerald  Lake  Park,  being  subdivisions 
of  land  near  Redwood  City,  San  Mateo  County ;  that  the  rate  schedule 
now  in  use,  in  so  far  as  it  differs  from  the  schedule  herein  set  forth,  is 
unjust  and  unreasonable,  and  that  the  rates  herein  established  are  just 
and  reasonable  rates  to  be  charged  for  such  service. 

And  basing  its  order  upon  the  foregoing  finding  of  fact  and  the 
statements  of  fact  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  as  follows: 

1.  That  C.  H.  Holt  Realty  Company  be  granted  a  certificate  of  pub- 
lic convenience  and  necessity,  authorizing  it,  its  successors  and  assigns, 
to  supply  water  for  domestic  purposes  in  Oak  Knoll  Manor  and  Emer- 
ald Lake  Park,  all  located  in  San  Mateo  County. 

2.  That  C.  H.  Holt  Realty  Company  be  and  it  is  hereby  authorized 
and  directed  to  file  with  this  Commission  within  twenty  (20)  days  from 
the  date  of  this  order,  the  following  schedule  of  rates,  said  schedule  to 
be  effective  for  all  service  rendered  subsequent  to  January  1,  1922: 

Flat  Rates, 

Minimum   annual   charge,   payable   in   advance,   which   entitles   consumer   to 

six   months'   service $12  00 

For  each  additional  month 2  00 
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Meter  Rates. 

Minimum  annual  charge,  payable  in  advance,  which  entitles  consumer  to  a 

maximum  of  400  cubic  feet  of  water  per  month  for  six  months $9  00 

All  use  during  other  months,  400  cubic  feet  or  less,  per  month 1  50 

All  use  above  400  cubic  feet  in  each  month,  per  100  cubic  feet 30 

3.  That  C.  H.  Holt  Realty  Company  be  and  it  is  hereby  directed 
to  file  with  the  Railroad  Commission  within  thirty  (30)  days  from  the 
date  of  this  order,  rules  and  regulations  governing  service  to  its  con- 
sumers, said  rules  and  regulations  to  become  effective  upon  their 
acceptance  for  filing  by  this  Commission. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Novem- 
ber, 1921. 


Decision  No.  9811. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  CERTAIN  CITIZENS  OP 
QUINCY,  PLUMAS  COUNTY,  CALIFORNIA.  AN  UNINCORPORATED 
TOWN,  PATRONS  OF  QUINCY  WATER  WORKS, 

VS, 

MATTIE  L.  GOODWIN  AND  GRACE  WEBB,  COPARTNERS,  DOING  BUSI- 
NESS UNDER  THE  FIRM  NAME  AND  STYLE  OF  QUINCY  WATER 
•WORKS. 

Case  No.  1492. 

QUINCY    FIRE    DISTRICT    AND    C.    J.    LEE,    M.    McINTOSCH    AND    R. 
STEWART,   COMMISSIONERS   THEREOF, 

VS, 

MATTIE  L.  GOODWIN  AND  GRACE  WEBB,  COPARTNERS,  DOING  BUSI- 
NESS UNDER  THE  FIRM  NAME  AND  STYLE  OF  QUINCY  WATER 
WORKS. 


Case  No.  1493. 
Decided  November  23,  1921. 


Water  Utiuty — Adjustment  of  Rates — Discrimination. — In  this  case  it  is  held 
that  an  adjustment  of  rates  is  necessary  rather  than  an  increase.  Rates  estab- 
lished were  designed  to  distribute  the  charges  uniformly  and  to  remove  dis- 
criminatory charges. 

H.  B.  Wolfe  and  Stanley/  C.  Youngs  for  Complainants. 
W,  N.  Goodwin,  for  Defendants. 

By  the  Ck)MMissioN. 

OPINION. 

Complainants  in  Case  No.  1492  are  residents  of  the  unincorporated 
town  of  Quincy,  Plumas  County,  and  allege  that  the  defendants,  who 
own  and  operate  a  public  utility,  render  inadequate  service,  and  alao 
that  the  rates  now  in  effect  are  discriminatory.  This  Commission  is 
asked  to  establish  reasonable  and  nondiscriminatory  rates,  and  for 
such  further  relief  as  may  be  proper. 

Defendants  in  their  answer  make  general  denial  of  the  allegations 
of  the  complainants,  and  allege  that  the  utility  has  never  earned  a 
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proper  return  for  the  service  rendered.  The  Commission  is  therefore 
asked  to  fix  remunerative  rates. 

The  Quiney  Fire  District,  organized  under  the  laws  of  the  State  of 
California,  and  embracing  in  general  the  town  of  Quiney  and  vicinity, 
makes  complaint  in  Case  No.  1493,  alleging  in  efifect  that  the  defend- 
ants have  failed  to  furnish  an  adequate  supply  of  water  for  fire  fight- 
ing purposes;  that  discrimination  exists  as  to  such  service,  and  that 
the  district  has  funds  and  stands  ready  to  pay  for  proper  service  of 
this  nature.  The  Commission  is  asked  to  require  the  utility  to  con- 
struct a  reservoir  of  500,000  gallons  capacity  for  fire  purposes  only, 
and  that  a  rate  be  established  for  this  service. 

Defendants  in  their  answer  to  this  complaint  state  that  the  utility 
has  never  held  itself  liable  to  furnish  service  for  fire  fighting  purposes 
beyond  the  extent  of  its  ordinary  facilities,  and  that  the  Commission 
is  without  jurisdiction  in  the  matter. 

These  proceedings  were  consolidated  for  hearing  at  Quiney  before 
Examiner  Satterwhite.  All  interested  parties  were  notified  and  given 
an  opportunity  to  be  present  and  be  heard. 

This  system  was  originally  installed  in  1897  by  defendants'  prede- 
cessors in  interest  to  supply  the  town  of  Quiney,  and  has  since  been 
extended  and  enlarged  from  time  to  time  to  meet  the  increasing 
demands.  Originally  the  entire  water  supply  was  obtained  from  Good- 
win Ravine,  but  later  this  supply  was  supplemented  by  water  from 
springs  at  the  head  of  Ganzer  Ravine.  The  water  from  both  sources 
is  coliveyed  through  natural  water  courses  and  a  ditch  to  a  reservoir 
of  approximately  275,000  gallons  capacity  above  the  town,  from  which 
it  is  supplied  by  gravity  to  about  110  consumers  through  about  2.4 
miles  of  distribution  mains  varying  from  12  inches  to  1^  inches  in 
diameter. 

The  rates  now  in  effect  are  in  general  as  follows : 

$2  00  per    month  for  4-room  house  with  toilet  facilities. 
2  50  per    month  for  house  larger  than  4  rooms  and  for  large  families. 
50  per   month  for  irrigation  of  lawns. 
200  00  per  annum  for  courthouse  and   grounds. 
150  00  per  annum  for  Plumas  County  high  school. 
50  00  per  annum  for  Quiney  Lumber  Company. 

At  the  hearing  complaints  of  poor  service  were  made  by  residents 
of  certain  sections  which  are  supplied  by  1^-inch  mains.  This  condition 
was  admitted  by  defendants,  who  offered  to  install  larger  mains  imme- 
diately. 

Defendants  did  not  submit  a  valuation  of  the  property  or  a  state- 
ment of  their  operating  expenses. 

Mr.  John  Spencer,  one  of  the  Commission's  hydraulic  engineers,  sub- 
mitted an  appraisal  showing  the  estimated  original  cost  of  this  system, 
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exclusive  of  water  rights,  but  including  an  allowance  for  replacement 
of  small  mains,  to  be  $10,354.  Mr.  Spencer  also  submitted  an  estimate 
of  annual  operating  expenses  in  the  amount  of  $1,583,  and  recom- 
mended the  sum  of  $226  for  depreciation  annuity,  which  was  com- 
puted by  the  sinking  fund  method  of  6  per  cent. 

It  was  shown  that  the  right  to  divert  water  from  Ganzer  Ravine  had 
cost  defendants  or  their  predecessors  approximately  $4,000.  The  mini- 
mum flow  of  this  source  approximates  15  miner's  inches,  or  about 
250,000  gallons  per  day.  It  was  not  shown  that  there  was  any  expendi- 
ture connected  with  securing  the  right  to  divert  water  from  Goodwin 
Ravine.  Including  the  expenditure  for  the  right  to  divert  water  from 
Ganzer  Ravine,  the  sum  of  $14,354  represents  the  total  estimated  orig- 
inal cost  of  the  used  and  useful  property  of  this  utility.  No  objection 
was  raised  to  any  of  the  estimates  of  original  cost,  maintenance  and 
operating  expense  or  depreciation  annuity,  and  as  they  appear  reason- 
able they  will  be  used  for  the  purposes  of  this  proceeding. 

Based  upon  the  foregoing  estimates  the  annual  charges  are  as  fol- 
lows: 

Return  on  $14,354  at  8  per  cent $1,148  00 

Depreciation   annuity  226  00 

Maintenance  and  operating  expense 1,583  00 

Total 12,957  00 

As  the  utility's  records  are  incomplete,  it  was  impossible  to  deter- 
mine the  actual  revenue  received  from  the  sale  of  water,  but  it  was 
estimated  that  the  revenue  for  1921  at  the  present  rates  would  be 
about  $3,300.  It  is  therefore  apparent  that  an  adjustment  of  rates  is 
necessary  rather  than  an  increase,  and  the  rates  set  out  in  the  accom- 
panying order  are  designed  to  distribute  the  charges  uniformly  and 
remove  any  discriminatory  charges  that  may  exist  under  the  present 
schedules. 

As  to  the  complaint  of  the  Quincy  Fire  District,  it  has  been  found 
by  the  Commission  that  it  has  no  jurisdiction  in  matters  of  this  kind. 
Reference  is  made  to  Decision  No.  3114  in  Case  No.  617,  City  of 
Alameda  vs.  Peoples  Water  Company,  decided  February  21,  1916 
(Vol.  9,  page  234,  Opinions  and  Orders  of  the  Railroad  Commission 
of  California). 

The  town  of  Quincy  formerly  received  water  for  fire  protection 
through  about  sixteen  hydrants,  this  service  having  been  paid  for  by 
private  subscription.  Gradually,  however,  these  payments  ceased,  until 
at  this  time  hydrant  service  returns  no  revenue  to  the  utility. 
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ORDER. 

Complaints  against  the  Quincy  Water  "Works  having  been  made  in 
the  above  entitled  matter,  a  public  hearing  having  been  held  and  the 
matter  having  been  submitted; 

It  is  hereby  found  as  a  fact  that  the  service  rendered  by  Quincy 
Water  Works  is  inadequate  in  some  sections  of  the  territory  served; 
that  the  rates  now  charged  by  Quincy  Water  Works  for  water  deliv- 
ered to  consumers  are  unjust  and  unreasonable  in  so  far  as  they  differ 
f roiji  the  rates  herein  established ;  that  the  rates  herein  established  are 
just  and  reasonable  rates  to  be  charged  for  such  service,  and  that  the 
Railroad  Commission  has  no  jurisdiction  in  the  matters  complained  of 
by  the  Quincy  Fire  District ; 

And  basing  its  order  upon  the  foregoing  findings  of  fact  and  upon 
the  statements  of  fact  contained  in  the  preceding  opinion ; 

It  is  hereby  ordered,  as  follows: 

1.  That  Quincy  Water  Works  be  and  it  is  hereby  directed  to  install 
prior  to  April  1,  1922,  pipe  lines  of  adequate  size  and  capacity  so  that 
good  and  sufficient  service  may  be  rendered  to  all  consumers. 

2.  That  Quincy  Water  Works  be  and  it  is  hereby  authorized  and 
directed  to  file  with  the  Railroad  Commission  within  twenty  (20)  days 
from  the  date  of  this  order  the  following  rates  for  water  supplied  to  its 
consumers,  such  rates  to  apply  to  all  service  rendered  subsequent  to 
December  31,  1921 : 

Monthly  Flat  Rate  Schedule. 

1.  Residences,   boarding  houses,   flats,   lodging   houses,   apartments,   of   five 

rooms  and  less $1  00 

For  each  additional  room 30 

Additional  for  each  bathtub 25 

Additional  for  each  toilet 25 

Additional  for  each  private  garage  and  one  automobile 25 

Additional  for  private  bam  and  one  head  of  stock 25 

Additional  for  each  automobile  or  head  of  stock  over  one 20 

2.  Sprinkling  or  irrigation  of  lawns,  gardens,  shrubbery,  etc.,  when  taken 

continuously,  per  100  square  feet 02 

Sprinkling  or  irrigation  of  lawns,  gardens,  shrubbery,  etc.,  when  not  taken 

continuously,  per  100  square  feet ^ 05 

3.  Blacksmith  shops,  machine  shops,  lumber  yards,  printing  offices,  bakeries, 

undertaking  parlors,  grocery  stores,  theaters,  warehouses,  meat  markets, 

drug  stores,  billiard  parlors 1  50 

4.  Ice  cream  parlors,  soda  fountains  and  saloons,  either  alone  or  in  connec- 

tion with  other  business 1  50 

5.  Banks,  professional  offices,  fraternal  halls,  club  rooms,  shoe  shops,  stores 

and  offices  not  otherwise  listed 1  25 

6.  Restaurants,  lunch  counters,  per  unit  of  seating  capacity 10 

7.  Barber  shop,  per  chair 1  00 

Additional  for  each  bathtub 1  00 

8.  Laundries,  according  to  use 3  00  to  5  00 

9.  Railroad  use,  water  motors,  schools,  according  to  use 5  00  to  8  00 

10.  Hotels— Dining  room 2  00 

Bedrooms,  each 10 

11.  Public  garages,  5  automobiles  or  less 2  50 

For  each  additional  automobile  over  5 25 
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12.  Stables  and  feed  yards,  per  average  number  of  stock  fed  per  month,  each |0  25 

Private  barn  or  garage,  in  connection  with  stores,  hotels,  etc.,  for  each 

automobile  or  head  of  stock 25 

13.  Additional  for  each  bathtub,  toilet  or  urinal  in  3  to  12  inclusive 25 

14.  Plumas  County  courthouse 20  00 

15.  Plumas  County  high  school 15  00 

16.  Fire  hydrants,  each 1  00 

17.  Minimum  monthly  charge  for  each  service  connection 1  00 

3.  That  Quincy  "Water  Works  be  and  it  is  hereby  directed  to  file 
with  this  Commission  within  thirty  (30)  days  from  the  date  of  this 
order,  rules  and  regulations  governing  service  to  its  consumers,  such 
rules  and  regulations  to  become  effective  upon  their  acceptance  for 
filing. 

4.  That  the  complaint  of  Quincy  Fire  District  be  and  it  is  hereby 
dismissed. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Novem- 
ber, 1921. 

Decision  No.  9812. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  BAY  TRANSPORT  COM- 
PANY FOR  A  PERMIT  AUTHORIZING  IT  TO  ISSUE  AND  SELL 
THREE  THOUSAND  FIVE  HUNDRED  SHARES  OF  ITS  CAPITAL 
STOCK. 


Application  No.  7276. 
Decided  November  26,  1921. 


Stock  Issue — Replacement  Value  of  Pboperty — Indebtedness. — ^Application  to 
issue  $275,000  against  $285,000  claimed  replacement  value  of  property  and 
applicant  to  assume  an  indebtedness  of  $207,562.93,  modified  to  permit  of  issue 
of  $77,500,  the  Commission  holding  that  the  indebtedness  should  be  deducted 
from  the  claimed  replacement  value. 

Stock  Issue — Going  Business. — Application  to  authorize  issue  of  $25,000  of  stock 
to  acquire  a  going  business  denied. 

Stock  Issue — Working  Capital. — Applicant  permitted  to  issue  not  to  exceed 
$50,000  of  stock  for  cash  at  par,  the  proceeds  to  be  expended  as  Commission 
may  authorize  by  supplemental  order. 

Gregory  and  Ooodell,  by  T,  T.  C,  Gregory,  for  Applicant. 

Benedict,  Commiaaioner. 

OPINION. 

Bay  Transport  Company  asks  permission  to  issue  $350,000  par  value 
(3500  shares)  of  its  common  stock  and  to  assume  the  payment  of 
indebtedness  aggregating  $187,562.93. 

Bay  Transport  Company  was  organized  during  September,  1921, 
with  an  authorized  stock  issue  of  $500,000,  divided  into  5000  shares 
of  $100  each.  Applicant  proposes  to  purchase  and  operate  steamers, 
barges,  tugs  and  equipment  for  the  carriage  of  freight  as  a  common 
carrier  between  points  in  San  Francisco  and  adjacent  bays  and 
streams. 
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Applicant  intends  to  acquire  the  following  boats,  now  or  formerly 
owned  and  operated  by  E.  V.  Rideout,  doing  business  as  and  trading 
under  the  name  of  E.  V.  Rideout  and  Company:  The  steamship 
'* Crockett/'  the  steamship  ''Dauntless,"  the  launch  ''Lucien,'*  the 
tug  ** Falcon"  and  the  barges  No.  8  and  No.  10.  H.  G.  Ilderton,  gen- 
eral manager  of  the  Bay  Transport  Company  and  who  has  for  some 
time  past  been  in  charge  of  the  operation  of  the  vessels,  estimates  the 
replacement  value  of  the  vessels  at  $285,000.  The  vessels,  it  appears, 
are  insured  for  $194,500. 

To  acquire  the  vessels,  applicant  asks  permission  to  issue  $275,000 
of  stock  and  to  assume  the  payment  of  indebtedness  aggregating 
$187,562.93.  In  addition,  applicant  asks  permission  to  issue  $25,000 
of  stock  in  exchange  for  the  going  business  which  it  intends  to  acquire 
and  to  issue  and  sell,  for  cash,  at  par,  $50,000  of  stock  when  necessary 
for  working  capital. 

It  appears  from  the  record  in  this  proceeding  that  a  creditors'  com- 
mittee under  an  agreement  dated  December  14,  1920,  took  possession 
of  certain  steamers,  barges  and  tugs  owned  by  E.  V.  Rideout.  H.  G. 
Ilderton  was  appointed  assignee  with  power  to  manage  and  operate 
the  vessels  subject  to  the  control  and  direction  of  the  creditors'  com- 
mittee for  the  benefit  of  the  creditors.  In  this  agreement  the  creditors 
agreed  to  bring  no  action  to  enforce  any  of  their  claims  prior  to  Decem- 
ber 14,  1923,  and  E.  V.  Rideout  agreed  to  waive  all  provisions  of  the 
statute  of  limitations  during  such  time.  An  agreement  dated  August 
22,  1921,  gives  T.  T.  C.  Gregory,  trustee  for  certain  persons  interested 
in  organizing  Bay  Transport  Company,  an  option  to  purchase  the 
steamships  ** Crockett''  and  *' Dauntless,"  the  launch  **Lucien,"  the 
tugboat  ** Falcon"  and  the  barges  No.  8  and  No,  10.  He  agrees  to 
pay  to  E.  V.  Rideout  $20,000,  $5,000  of  which  is  to  be  paid  upon  the 
delivery  of  a  good  and  sufficient  conveyance  of  title  to  the  vessels 
executed  pursuant  to  the  agreement  of  August  22,  1921,  and  the  pos- 
session of  said  vessels,  their  machinery,  tackle  and  equipment;  the 
remainder,  $15,000,  is  payable  in  installments  of  $5,000  each  in  60-day 
intervals  from  and  after  the  initial  payment.  Upon  and  coincident 
with  the  initial  payment,  the  Bay  Transport  Company  agrees  to  assume 
the  payment  of  $187,562.93  and  take  such  steps  as  may  be  necessary 
to  relieve  E.  V.  Rideout  from  any  liability  on  account  of  such  indebted- 
ness. It  appears  that  the  $20,000  payment  will  become  an  obligation 
of  applicant,  which  added  to  the  $187,562.93  of  indebtedness,  the  pay- 
ment of  which  it  intends  to  assume,  makes  a  total  of  $207,562.93. 

I  do  not  believe  that  the  Commission  is  justified  in  authorizing 
applicant  to  issue  $275,000  of  stock  against  the  vessels  mentioned 
above.     The  indebtedness  which  applicant  asks  permission  to  assume 
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and  which  it  intends  to  obligate  itself  to  pay  amounts  to  $207,562.93. 
This  indebtedness,  it  occurs  to  me,  should  be  deducted  from  the  alleged 
$285,000  replacement  value  of  the  vessels,  which  value  is  used  as  a 
basis  for  the  purpose  of  this  proceeding.  If  this  is  done,  there  remains 
a  balance  of  $77,437.07.  At  this  time  applicant  will  be  permitted  to 
issue  not  exceeding  $77,500  of  stock  on  account  of  the  purchase  of  the 
vessels.  The  matter  of  authorizing  the  issue  of  additional  stock  to 
refund  indebtedness  can  be  taken  up  in  a  subsequent  proceeding  if 
applicant  concludes  to  refund  part  of  such  indebtedness  through  the 
issue  of  stock. 

Applicant's  request  to  issue  $25,000  of  stock  to  acquire  a  going  busi- 
ness has  been  considered.  This  request  will  not  be  granted.  For 
working  capital  applicant  will  be  permitted  to  issue  not  exceeding 
$50,000  of  stock  for  cash  at  par,  provided  that  none  of  the  proceeds 
be  expended  except  for  such  purposes  as  the  Railroad  Commission  may 
authorize  by  a  supplemental  order  or  orders. 

I  recommend  that  applicant  be  permitted  to  issue  $127,500  of  stock 
for  the  purposes  set  forth  in  the  following  order: 

ORDER. 

Bay  Transport  Company  having  applied  to  the  Railroad  Commis- 
sion for  permission  to  issue  stock  and  assume  the  payment  of  indebted- 
ness, a  public  hearing  having  been  held  and  the  Railroad  Commission 
being  of  the  opinion  that  applicant  should  be  permitted  to  issue  stock 
not  in  excess  of  $127,500  and  that  the  money,  property  or  labor  to  be 
procured  or  paid  for  through  the  issue  of  such  stock  is  reasonably 
required  by  applicant; 

It  is  hereby  ordered,  that  Bay  Transport  Company  be  and  it  is 
hereby  authorized  to  issue  not  exceeding  $127,500  of  its  common  stock 
and  to  assume  the  payment  of  indebtedness  referred  to  in  this  appli- 
cation, such  indebtedness  being  reported  at  $207,562.93. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  Of  the  stock  herein  authorized  to  be  issued,  not  exceeding  $77,500 
may  be  issued  for  the  purpose  of  aiding  in  the  acquisition  of  the 
vessels  and  property  described  in  the  foregoing  opinion  and  in  this 
application. 

2.  Of  the  stock  herein  authorized  to  be  issued,  $50,000  may  be  sold, 
for  cash,  at  not  less  than  par,  provided  the  proceeds  obtained  from 
the  sale  of  the  $50,000  of  stock  be  deposited  in  a  special  fund  in  some 
bank  or  banks,  and  expended  only  for  such  purposes  as  the  Railroad 
Commission  may  hereafter  authorize  by  a  supplemental  order  or 
orders. 

3.  Bay  Transport  Company  shall  keep  such  record  of  the  issue  and 
sale  of  the  stock  herein  authorized  and  of  the  disposition  of  the  pro- 
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ceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day  of  each 
month  a  verified  report  as  required  by  the  Railroad  Commission's  Gen- 
eral Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part 
of  this  order. 

4..  The  authority  herein  granted  will  not  become  effective  until  appli- 
cant has  paid  the  fee  prescribed  by  the  Public  Utilities  Act. 

5.  The  authority  herein  granted  will  apply  only  to  such  stock  as 
may  be  issued,  sold  and  delivered  on  or  before  March  1,  1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-sixth  day  of  Novem- 
ber, 1921. 


Decision  No.  9814. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SAN  DIMAS-CHARTER 
OAK  DOMESTIC  WATER  COMPANY  FOR  AN  ADJUSTMENT  OF  ITS 
WATER   RATES. 


Application  No.  6262. 
Decided  November  26,  1921. 


Wm.  Bowring,  for  Applicant. 

P.  M.  Bangle  and  E.  H.  Schuler,  for  Consumers. 

Bt  the  Commission. 

OPINION. 

San  Dimas-Charter  Oak  Domestic  Water  Company,  applicant  herein, 
is  a  public  utility  water  company  engaged  in  the  business  of  selling 
and  distributing  water  for  domestic  purposes  in  and  in  the  vicinity 
of  San  Dimas  and  Charter  Oak,  Los  Angeles  County.  In  this  applica- 
tion it  is  alleged  that  the  schedule  of  rates  at  present  in  effect  does  not 
produce  an  income  sufficient  for  maintenance  and  operation  expense, 
replacement  annuity,  and  an  adequate  return  on  the  investment. 

A  public  hearing  in  this  matter  was  held  before  Examiner  Westover 
at  San  Dimas,  of  which  all  consumers  were  duly  notified  and  given 
an  opportunity  to  appear  and  be  heard. 

This  utility  obtains  its  water  supply  through  the  ownership  of  60 
shares  of  stock  in  the  San  Dimas  Water  Company,  a  mutual  concern. 
The  water  is  delivered  by  gravity  into  a  reservoir  of  low  elevation, 
from  which  it  is  raised  into  the  main  distribution  reservoir  by  pump- 
ing. Approximately  600  consumers  are  served,  practically  all  of  whom 
are  metered. 
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The  present  rates  charged  by  the  utility  for  metered  service  are  as 
follows : 

Minimum  char^j^e  of  $1.25  per  month,  which  entitles  consumer  to  700  cubic  feet 
of  water.  All  use  in  excess  of  700  cubic  feet  per  month  at  the  rate  of  10  cents  per 
150  cubic  feet,  which  is  equivalent  to  G§  cents  per  100  cubic  feet 

A  few  consumers  are  served  at  flat  rates  ranging  from  $1.25  per  month  upward. 

At  the  hearing  Mr.  F.  11.  Van  Iloesen,  one  of  the  Commission's 
hydraulic  engineers,  submitted  a  report  and  appraisal  of  applicant's 
properties  used  and  useful  in  the  service  of  water  to  the  public,  show- 
ing an  estimated  original  cost  of  the  system  to  be  $73,315 ;  a  replace- 
ment annuity,  computed  by  the  6  per  cent  sinking  fund  method,  in 
the  amount  of  $1,844;  and  an  estimated  reasonable  annual  maintenance 
and  operation  cost  of  $10,165.  No  other  evidence  was  introduced  at 
the  hearing  relative  to  the  cost  of  the  plant.  Applicant's  statement 
of  operating  expenses  for  1920  was  found  to  contain  items  incorrectly 
charged,  such  as  interest,  replacements  and  depreciation,  in  the  amount 
of  $3,929.72.  Deducting  these  items  leaves  a  corrected  operation 
expense  for  1920  of  $9,584.  The  estimate  presented  by  Mr.  Van  Hoesen 
takes  into  account  the  present  increased  cost  of  power  and  other  fac- 
tors affecting  the  result.  The  estimates  of  the  Commission's  engineer 
appear  reasonable  and  will  be  used  for  the  purposes  of  this  proceeding. 

After  carefully  considering  the  evidence  regarding  the  elements 
going  to  make  up  the  sum  which  should  be  annually  produced  by 
rates,  it  appears  that  the  following  are  reasonable: 

Return  on  $73,315  at  8  per  cent $5,805  00 

Replacement  annuity 1,H44  00 

Maintenance  and  operating  expense 10,105  00 

Total $17,874  00 

The  total  operating  revenue  from  this  system  for  1920  was  $12,940.40. 
It  is  therefore  apparent  that  this  utility  is  entitled  to  an  increase  in 
its  rates.  However,  it  appears  that  the  distribution  system  covers  a 
large  area,  with  the  possibility  of  a  considerable  increase  in  the  num- 
ber of  consumers  without  any  considerable  new  construction.  The 
annual  reports  of  this  utility  indicate  a  progressive  increase  in  the 
number  of  consumers  and  in  gross  income  since  1913.  It  is  reasonable 
to  expect  this  growth  to  continue. 

The  schedule  of  rates  set  out  in  the  following  order  is  designed  to 
return  to  applicant  its  maintenance  and  operation  expenses,  a  proper 
replacement  annuity,  and  a  reasonable  amount  to  apply  as  return  on 
the  investment. 

ORDER. 

San  Dimas-Charter  Oak  Domestic  Water  Company  having  applied 
to  the  Railroad  Commission  for  authority  to  adjust  its  rates  for  water 
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served  in  and  in  the  vicinity  of  San  Dimas  and  Charter  Oak,  Los 
Angeles  County,  a  public  hearing  having  been  held,  and  the  matter 
having  been  submitted: 

It  is  hereby  found  as  a  fact  that  the  rates  and  charges  of  San  Dimas- 
Charter  Oak  Domestic  Water  Company,  in  so  far  as  they  differ  from 
the  rates  herein  established,  are  unjust  and  unremunerative,  and  that 
the  rates  and  charges  herein  established  are  just  and  reasonable  rates. 

And  basing  its  order  on  the  foregoing  finding  of  fact  and  on  the 
further  statements  of  fact  contained  in  the  opinion  which  precedes  this 
order ; 

It  is  hereby  ordered,  that  San  Dimas-Charter  Oak  Domestic  Water 
Company  be  and  it  is  hereby  authorized  to  file  with  the  Railroad  Com- 
mission within  twenty  (20)  days  from  the  date  of  this  order  the  fol- 
lowing schedule  of  rates,  the  same  to  supersede  all  rate  schedules  of 
this  system  heretofore  in  effect  and  to  be  and  become  effective  on  and 
after  December  31,  1921. 

Metered  Rates, 

Monthly  minimum  charges — 

For    |-inch  by  f-inch  meter $1  25 

For     f-inch  meter 1  50 

For  1  -inch  meter 1  75 

For  IHnch  meter 2  00 

For  2  -inch  meter 2  50 

Monthly  metered  rates — 

From        0  to    500  cubic  feet,  per  100  cubic  feet $0  25 

From    500  to  5000  cubic  feet,  per  100  cubic  feet - 15 

Over   5000  cubic  feet,  per  100  cubic  feet 10 

Flat  rates- 
All  flat  rates  will  remain  the  same  as  those  now  in  effect  and  filed  with  the 
Railroad  Commission. 

Dated  at  San  Francisco,  California,  this  twenty-sixth  day  of  Novem- 
ber, 1921. 

Decision  No.  9821. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  VAN  NUYS  WATER  SYS- 
TEM, A  COPARTNERSHIP  CONSISTING  OF  J.  BENTON  VAN  NUYS, 
KATE  VAN  NUYS  PAGE  AND  ANNIS  VAN  NUYS  SCHWEPPE,  TO 
DETERMINE  EXTENT  OF  SYSTEM. 


Application  No.  5834. 
Decided  November  29,  1921. 


Water  Utility — Sebvice  Area — Extension  of  Service. — ^As  present  demand 
upon  this  system  is  fully  up  to  capacity  of  the  wells  and  service  of  additional 
demand  in  present  service  area  is  an  obligation  from  which  there  is  no  escape, 
it  is  held  inadvisable  to  compel  the  utility  indefinitely  to  extend  its  service 
beyond  the  present  service  area. 

Oscar  C,  Muellery  for  Applicant. 
E,  8,  Farrell,  for  City  of  San  Gabriel. 
57—13711 
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Oeo,  Sanborrit  in  propria  pernona,  and  for  certain  consumers. 
Peter  C,  Mahn,  in  propria  persona. 
R.  Cooper y  in  propria  persona. 
R.  Kuhan,  in  prapria  persona, 

Bbundige,  Commissioner. 

OPINION. 

Applicant  in  the  above  entitled  proceeding  alleges  in  eflfect  that 
owing  to  the  limited  water  supply  which  can  be  obtained  from  its  wells 
there  is  danger  that  the  system  may  be  overtaxed  and  unable  to  sup- 
ply the  demands  made  upon  it  if  all  applications  for  service  are 
granted.  The  Commission  is  therefore  asked  to  define  the  limits  of 
the  territory  to  be  served  in  order  that  plans  may  be  made  for  the 
future  operation  of  the  system. 

A  public  hearing  was  held  in  Los  Angeles,  of  which  all  interested 
parties  were  given  an  opportunity  to  be  present  and  be  heard.  The 
Van  Nuys  Water  System  also  filed  an  application  for  permission  to 
increase  rates  (Application  No.  5386),  which  was  combined  for  hear- 
ing with  the  above  entitled  proceeding.  For  the  purpose  of  clarity, 
however,  and  to  avoid  confusion  of  the  issue  involved,  the  decisions  in 
the  two  matters  have  been  rendered  separately. 

The  Van  Nuys  "Water  System  is  a  public  utility  supplying  water  for 
domestic  and  irrigation  purposes  partly  within  the  limits  of  the  city 
of  San  Gabriel  and  partly  within  an  adjacent  unincorporated  district 
in  the  county  of  Los  Angeles.  The  system  supplies  approximately  734 
consumers,  of  whom  644  are  users  of  water  for  domestic  purposes  and 
90  for  irrigation. 

The  evidence  shows  that  for  some  time  past  the  demands  upon  the 
system  have  been  fully  up  to  the  capacity  of  the  wells,  and  that  a  very 
considerable  additional  demand  is  possible  in  the  future  when  applica- 
tion is  made  for  water  supply  for  undeveloped  lands  within  the  pres- 
ent service  area.  Service  to  this  partially  developed  area  is  an  obliga- 
tion resting  upon  the  utility  and  from  which  there  is  no  escape. 

The  evidence  also  shows  that  the  utility's  present  service  area  is 
entirely  surrounded  by  other  water  systems,  either  public  utilities, 
mutual  water  companies  or  private  water  plants. 

It  is  not  known  to  what  extent  the  supply  of  water  can  be  increased, 
and,  therefore,  in  order  to  safeguard  the  present  consumers  and  those 
who  doubtless  will  in  the  relatively  near  future  become  consumers, 
it  would  appear  inadvisable  to  compel  this  utility  to  indefinitely  extend 
service  to  applicants  outside  the  present  service  area. 

I  submit  the  following  form  of  order: 

ORDER. 

Van  Nuys  Water  System,  a  copartnership  consisting  of  J.  Baiton 
Van  Nuys,  Kate  Van  Nuys  Page  and  Annis  Van  Nuys  Schweppe,  hav- 
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ing  made  application  in  the  above  entitled  proceeding,  a  public  hear- 
ing having  been  held,  and  the  matter  having  been  submitted : 

It  is  hereby  found  as  a  fact  that  the  interests  of  present  and  future 
consumers  under  the  Van  Nuys  Water  System  will  be  best  served  by  a 
delineation  of  the  boundaries  of  the  area  within  which  this  utility  is 
obligated  to  supply  water ; 

And  basing  the  order  upon  the  foregoing  finding  of  fact  and  upon 
the  statements  of  fact  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  Van  Nuys  Water  System,  a  copartnership 
consisting  of  J.  Benton  Van  Nuys,  Kate  Van  Nuys  Page,  and  Annis 
Van  Nuys  Schweppe,  be  not  required  to  assume  new  service  obligations 
outside  the  areas  delineating  the  limits  of  the  territory  supplied  with 
water  for  domestic  and  irrigation  use,  as  shown  by  a  certain  amended 
map  filed  by  stipulation  with  this  Commission  subsequent  to  the  hear- 
ing of  Applications  No.  5386  and  No.  5834,  and  marked  Applicant's 
Exhibit  No.  10. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-ninth  day  of 
November,  1921. 

Decision  No.  9822. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SAN  JOAQUIN  AND  EAST- 
ERN RAILROAD  COMPANY  FOR  AUTHORITY  TO  ABANDON 
GRABNER  STATION  ON  THE  RAILWAY  LINE  OF  SAID  COMPANY. 


Application  No.  7369. 
Decided  November  29,  1921. 


By  the  Commission. 

OPINION. 

San  Joaquin  and  Eastern  Railroad  Company,  a  corporation,  has 
applied  to  the  Railroad  Commission  for  authority  to  abandon  Grabner 
station  in  Fresno  County. 

The  application  alleges  that  the  station  of  Grabner  is  located  in 
Fresno  County  at  a  point  intermediate  between  the  stations  of  Well- 
bam  and  McKenzie,  the  station  of  Wellbarn  being  located  west  of 
Grabner,  and  distant  therefrom  1.5  miles;  the  station  of  McKenzie 
being  located  east  of  Grabner,  a  distance  of  1.8  miles.  During  the 
twelve  months  preceding  the  filing  of  the  application,  the  number  of 
passenger  tickets  and  cash  fares  sold  and  collected  at  Grabner  station 
was  twenty-three,  resulting  in  a  revenue  of  $33.65.  During  the  same 
period  there  were  received  3723  pounds  of  freight,  with  a  revenue  of 
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$6.13.  No  freight  has  been  forwarded  from  this  point  nor  has  any 
freight  in  carload  lots  been  received  during  the  twelve  months  period. 
In  view  of  the  verified  allegations  contained  in  the  complaint,  the 
Commission  is  of  the  opinion  that  this  is  a  matter  in  which  a  public 
hearing  is  not  necessary  and  that,  in  view  of  the  slight  revenue  derived 
(amounting  to  but  $3.32  per  month)  and  the  close  proximity  of  other 
stations,  that  the  application  should  be  granted. 

ORDER. 

San  Joaquin  and  Eastern  Railroad  Company,  a  corporation,  having 
applied  to  the  Railroad  Commission  for  authority  to  close  its  station 
at  Grabner  in  Fresno  County,  the  Commission  being  fully  advised  and 
of  the  opinion  that  this  is  a  matter  in  which  a  public  hearing  is  not 
necessary  and  that  the  application  should  be  granted; 

It  is  hereby  ordered,  that  this  application  be  and  the  same  hereby  is 
granted  subject  to  the  following  conditions: 

Before  the  closing  and  discontinuance  of  the  agency  at  Grabner, 
applicant,  San  Joaquin  and  Eastern  Railroad  Company,  will  be 
required  to  post  a  notice  of  such  closing  at  its  station  of  Grabner  and 
all  other  agency  stations  on  its  line  of  railroad,  such  posting  of  notices 
to  be  made  ten  days  prior  to  the  date  of  the  closing  of  the  station  and 
a  copy  of  such  notice  to  be  filed  with  the  Railroad  Commission. 

Dated  at  San  Francisco,  California,  this  twenty-ninth  day  of 
November,  1921. 


Decision  No.  9823. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  PENINSULAR  RAILWAY 
COMPANY  FOR  AN  ORDER  GRANTING  PERMISSION  TO  INCREASE 
RATES  FOR  TRANSPORTATION  OF  PASSENGERS  ON  ITS  LINES 
IN  THE  STATE  OF  CALIFORNIA. 


Application  No.  6413. 
Decided  November  29,  1921. 


Rate  Fabric — Inteburban  System — Palo  Alto  City  Lines — Return  on 
Investment. — Since  applicant  is  not  asking  in  this  case  an  increase  in  its 
entire  rate  fabric  it  is  held  that  the  patrons  of  the  Palo  Alto  line  should  not 
be  compelled  to  pay  an  excessive  rate  in  order  to  enable  applicant  to  make  a 
small  increase  in  its  net  return  on  the  investment  of  the  entire  system. 

Rates^Effect  When  Too  High. — When  rates  are  too  high,  because  of  economic 
conditions,  they  not  only  retard  and  reduce  the  earnings  of  the  carrier  but 
result  in  loss  to  the  traveling  public,  who,  finding  themselves  unable  to  employ 
the  facilities  of  the  carrier,  either  go  without  the  service  entirely  or  turn  to  the 
other  channels  of  travel.  In  a  situation  of  this  kind  it  becomes  the  duty  of 
this  Commission  to  deny  increases  in  fares  which  would  have  the  effect  of 
further  reducing  passenger  earnings  by  driving  travel  to  the  automobiles. 

Wm.  F.  James  and  E.  C,  Edgerton,  for  Applicant. 
Archer  Bowden,  City  Attorney,  for  City  of  San  Jose. 


Digitized  by 


Google 


CALIFORNIA  RAILROAD  COMMISSION  DECISIONS.  901 

W.  D.  Wall,  for  TraflSc  Bureau  San  Jose  Chamber  of  Commerce. 
Norman  E,  Malcolm,  City  Attorney,  for  City  of  Palo  Alto. 

LOYELAND,  Commissioner, 

OPINION. 

In  this  application  Peninsular  Railway  Company  seeks  an  order  for 
authority  to  increase  certain  passenger  fares,  alleging  as  a  reason  there- 
for a  net  loss  during  the  nine  months  ending  September  30,  1920,  of 
$235,645.87. 

Attached  to  the  application,  as  Exhibit  '*C,"  are  copies  of  tariffs 
and  schedules  showing  specifically  the  rates  it  is  proposed  to  increase. 
Briefly,  these  are  as  follows: 

1.  Straight  fare  to  be  increased  from  6  cents  to  10  cents: 

(a)   Between  San  Jose  and  Cherry  avenue. 
(6)   Between  San  Jose  and  Bascome  avenue, 
(c)   On  Naglee  Park  line  in  San  Jose. 
id)  On  Palo  Alto  city  lines. 

2.  Seven-cent  token  fares  are  to  be  sold  five  for  35  cents  on  the  above  lines. 

3.  One-way  zone  fares  on  the  main  line  to  be  increased  from  8  cents  to  10  cents. 

4.  School  children's  46-ride  commutation  fares  on  the  lines  mentioned  under 

Item  1  are  to  be  increased  from  $1.85  to  $2.22. 

Applicant  operates  daily  electric  interurban  service — ^passenger  and 
freight— between  San  Jose,  Palo  Alto  and  Los  Qatos  (designated  the 
main  line)  and  on  Sundays  and  holidays  between  San  Jose  and  Alum 
Rock  Park,  using  in  part  the  tracks  of  the  San  Jose  Railroads,  which 
operates  this  line  the  balance  of  the  time.  Street  car  service  is  operated 
on  the  Naglee  Park  Line  in  San  Jose  between  San  Jose  and  Bascome 
and  between  Palo  Alto  and  Stanford  University.  It  is  evident,  there- 
fore, that  no  increase  is  asked  for  main-line  or  interurban  fares,  except 
as  in  Item  3  above.  The  fares  in  Item  1  (a)  are  really  the  city  line 
fares,  although  the  service  is  performed  by  interurban  cars. 

It  may  be  here  noted  that  the  Southern  Pacific  Company,  through 
ownership  of  all  of  the  capital  stock,  is  in  direct  control  of  applicant; 
also  that  the  same  set  of  oflBcers,  as  well  as  many  employees,  act  for 
the  San  Jose  Railroads  and  for  the  Peninsular  Railway  Company,  the 
former  being  controlled  by  the  Southern  Pacific  in  the  same  way  as  is 
the  Peninsular  Railway.  Between  Mayfield  and  Vasona  Junction — 
sixteen  miles — one  track  of  applicant  is  leased  to  Southern  Pacific 
Company. 

During  the  first  hearings,  held  March  1  and  2,  1921,  the  Commission 
was  asked  to  have  its  engineering  department  prepare  a  valuation  and 
a  report  on  the  service  and  operation  of  this  carrier.  This  request  was 
granted. 

At  the  second  hearing,  held  August  12,  1921,  Application  No.  6414 
of  the  San  Jose  Railroads  was  also  considered  and  Mr.  Weeks  of  the 
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engineering  department  submitted  a  report  on  the  service,  operating 
and  financial  conditions  of  both  the  San  Jose  Railroads  Company  and 
Peninsular  Railway  Company,  this  report  being  identified  as  Com- 
mission's Exhibit  No.  2. 

At  the  first  hearings  a  valuation  submitted  by  applicant  upon  the 
Commission's  order  in  Case  No.  133  was  stipulated  into  the  evidence 
in  this  proceeding,  witness  for  applicant  stating  that  the  reproduction 
value  therefrom  as  of  June  30,  1914,  was  $4,480,190.69 ;  that  additions 
and  betterments  from  the  above  date  to  September  30,  1920,  amounted 
to  $178,822.72  and  by  adding  this  to  the  original  valuation  arrived  at 
a  total  as  of  September  30,  1920,  of  $4,659,013.41. 

In  the  Commission's  Exhibit  No.  2  H  is  stated  that  the  engineering 
department  never  verified  or  made  a  check  of  this  valuation ;  the  reason 
this  was  not  done  being  because  the  rate  of  return  is  so  small  and  the 
impossibility  of  any  fair  return  so  obvious  that  the  value  of  the  prop- 
erty is  not  an  important  factor  in  the  fixing  of  the  fares  upon  this 
road. 

The  cost  of  applicant's  physical  property  can  be  approximately  but 
not  accurately  determined,  the  loss  of  certain  records  preventing  such 
accurate  determination.  Applicant's  valuation  department  made,  in 
connection  with  the  valuation,  a  check  of  such  records  as  exist  and,  as 
far  as  possible,  distributed  charges  in  accordance  with  the  prescribed 
classification  of  expenditures.  Since,  however,  the  total  thus  arrived 
at  includes  certain  figures  for  securities,  these  should  be  excluded  in 
stating  the  cost  of  physical  properties.  As  a  result  of  such  exclusion 
the  Commission's  Exhibit  No.  2  shows  two  figures — $3,562,147  and 
$3,244,106 — but  states  it  is  not,  for  the  reason  stated  in  the  previous 
paragraph,  essential  at  this  time  to  reconcile  these  figures  one  with 
another  or  with  the  totals  given  in  the  company's  valuation. 

Considerable  evidence  was  introduced  with  respect  to  revenues, 
operating  expenses,  taxes  and  other  costs  as  of  and  for  different  periods. 
The  application  deals  with  one  set  of  figures — those  for  the  nine  months 
ending  September  30,  1920.  At  the  first  hearing  another  set,  prelim- 
inary figures  for  1920,  was  introduced  and  it  was  then  stipulated  that 
the  annual  reports  should  be  considered  in  evidence  and  these  reports 
show  a  third  set  of  revised  figures  for  the  calendar  year  1920.  In 
Commission's  Exhibit  No.  2  is  still  another  set  of  figures,  restated  in 
some  respects  from  the  1920  annual  reports  and  as  these  figures  are 
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for  the  latest  period  available  and  form  the  basis  of  final  oral  evidence 
they  are  set  forth  below: 

Present  Scheme  of  Operations — 1920. 

Gross    revenue    -, $354,417  00 

Operating  expenses 358,752  00 

Railway  operating  revenue Loss $4,335  00 

Taxes    18,786  00 

Operating  income   Loss—     $23,121  00 

Nonoperating  income,   net 30,425  00 

Gross  income  —^ $7,304  00 

Additional  Revenue  and  Savings. 

Estimated  savings  in  cost  of  operation $8,031  00 

Estimated  net  revenue   from   San   Jose   railroads 6,615  00 

$14,646  00 

Total    $21,950  00 

Company's   valuation   4,643,666  00 

Return   J 0.47% 

In  addition,  the  following  summary  may  also  be  taken  from  this 
Exhibit: 

Due  to  disturbed  industrial  conditions,  particularly  in  the  fruit  canneries,  which 
materially  affect  both  the  passenger  and  freight  revenue  of  this  road,  and  because 
of  the  fact  that  at  this  writing  the  company  is  about  to  change  its  schedule  and 
reduce  some  of  its  main  line  fares,  the  company  officials  are  unwilling  to  make  an 
estimate  of  what  this  road's  revenues  and  expenses  will  be.  Since,,  however,  the 
company  earned  last  year  only  0.16  per  cent  on  its  own  valuation,  and  since  it  must 
be  obvious  that  fares  can  not  be  installed  which  will  enable  it,  as  a  whole,  to  earn 
anything  like  a  fair  return  on  any  reasonable  valuation,  this  estimate  of  future 
earnings  and  expenses  do  not  seem  particularly  important. 

We  estimate,  however,  that  revenues  may  be  increased  $14,646,  as  shown  in  the 
table  and  as  will  be  explained;  $6,615  of  this  figure  is  due,  to  our  belief,  that  San 
Jose  Railroads  should  adequately  compensate  Peninsular  Railway  Company  in  the 
matter  of  shop  and  store  expenses,  the  latter  furnishing  land,  buildings  and  equip- 
ment for  the  use  of  the  former  and  for  such  use  inadequate  compensation  having 
been  previously  charged,  and  that  Peninsular  Railway  should  be  charged  with  a 
fair  rental  by  San  Jose  Railroads  for  use  of  the  latter's  general  offices. 

Applicant  has  asked  authority  to  increase  zone  fares  on  the  main  line,  a  rel- 
atively negligible  matter;  to  increase  fares  on  its  lines  in  the  city  of  San  Jose, 
the  answer  to  which  appears  to  us  to  lie  with  the  decision  as  to  fares  on  San  Jose 
Railroads;  increase  its  fares  on  the  Palo  Alto  city  lines,  submitting  in  support  of 
the  latter  a  statement  showing  that  the  return  (on  the  Palo  Alto  city  lines)  is 
$3,825.10  less  than  a  return  of  6  per  cent  on  the  valuation  of  the  properties  used. 
Due  to  minor  exceptions  we  take  in  this  statement  as  to  expenses,  to  economies 
which  can  be  effected,  and  to  the  normal  growth  of  business — particularly  as  evi- 
denced in  the  past  six  months — we  believe  that  the  company  can  earn  a  return  (on 
the  Palo  Alto  city  lines)  of  9.5  per  cent  and  without  such  economies  we  find  it  is 
actually  earning  8.1  per  cent. 

If  the  requested  increase  in  fares  were  granted  and  the  increase  added  to  the 
revenue  of  the  PaJo  Alto  city  lines  to  the  extent  of  8  per  cent,  as  estimated  by  the 
company,  we  find  the  return  would  then  be  11.6  per  cent. 

Included  in  the  savings  mentioned  for  the  Palo  Alto  city  lines  is  a  substantial 
saving  in  power  losses  which  could  be  effected  by  moving  existing  substation  equip- 
ment from  Los  Altos  to  Palo  Alto.  Further  economies  in  substation  operation 
could  be  effected  by  providing  for  automatic  operation  of  substations  at  Los  Altog 
and  Palo  Alto.    This,  however,  requires  an  expenditure  of  $17,200, 


Digitized  by 


Google 


904  CALIFORNIA  RAILROAD  COMMISSION  DECISIONS. 

It  also  was  found  that  some  saving,  together  with  a  very  material  improvement 
in  service,  could  be  effected  by  changing  the  principle  of  operation  of  main-iine 
cars  and  changing  to  one-man  operation  on  the  Campbell  line.  Our  investigation 
disclosed  that  main-line  cars  were  standing  at  terminals  nearly  one-third  of  the 
time  and  the  change  herein  suggested  is  predicated  on  the  theory  that  if  this  stand- 
ing time  were  eliminated,  the  additional  car  miles  run,  together  with  a  better 
arrangement  of  leaving  times,  would  result  in  not  only  better  service,  but  increased 
revenue.  We  have,  however,  not  estimated  the  amount.  We  understand  a  new 
schedule  based  largely  upon  our  findings  is  shortly  to  be  put  into  effect. 

The  record  does  not  indicate  any  exception  being  taken  to  the  figures 
given  above.  The  direct  result  of  this  situation  is  found  in  that  these 
figures  may  be  accepted  as  facts  surrounding  the  results  of  the  opera- 
tion. 

Commission's  Exhibit  No.  2,  page  52,  gives  the  total  revenue  from 
the  Palo  Alto  city  lines  for  the  year  1920  as  $50,540  and  the  estimate 
for  1921  as  $56,500  and  if  the  proposed  fare  increases  were  authorized 
and  the  company's  estimate  of  8  per  cent  additional  gross  revenue  were 
realized  the  annual  revenue  is  estimated  at  $61,000.  It  is  to  be  noted 
that  the  Palo  Alto  city  lines  are  now  earning  8  per  cent  on  the  com- 
pany's own  valuation  of  this  particular  property  and  that  if  certain 
economies  were  practiced  a  return  of  9.8  per  cent  would  be  earned; 
fuMher,  that  if  the  rates  were  increased  and  as  a  jesult  the  gross 
revenue  increased  to  the  extent  of  8  per  cent,  the  net  return  on  the 
investment  at  Palo  Alto  would  then  be  equal  to  11.6  per  cent. 

The  testimony  showed  that  the  Palo  Alto  city  lines,  while  forming 
a  part  of  the  Peninsular  Railway  System,  are  operated  entirely  sep- 
arately from  the  interurban  service,  no  interurban  cars  or  ear 
employees  being  used  thereon.  The  representative  of  the  city  of  Palo 
Alto  took  the  position  that  the  city  lines  are  not  necessarily  a  part  of 
the  interurban  system,  but  rather  represent  a  distinct  street  car  service 
in  and  of  themselves. 

If  the  interurban  system  of  the  Peninsular  Railway  were  entirely 
discontinued,  the  Palo  Alto  city  lines  could,  nevertheless,  operate  with 
profit  under  the  management  of  the  same  ofiScials  that  handle  the  San 
Jose  Railroads,  all  of  which  properties  are  owned  by  the  Southern 
Pacific  Company. 

If  applicant  were  before  the  Commission  asking  for  a  general 
increase  in  its  entire  rate  fabric  the  Palo  Alto  lines  would,  without 
doubt,  be  required  to  stand  the  same  general  increase,  but  since  this 
is  not  suggested  we  are  of  the  opinion  that  the  patrons  of  the  company 
using  the  street  car  line  between  Palo  Alto  and  Stanford  Univereity 
should  not  be  compelled  to  pay  an  excessive  rate  in  order  to  enable 
applicant  to  make  a  small  increase  in  its  net  return  on  the  investment 
of  the  entire  system. 

The  Naglee  Park  Line  is  strictly  a  street  car  service,  operated  by 
Bimey  one-man  cars,  located  entirely  within  the  city  of  San  Jose; 
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SO  far  as  the  traveling  public  is  concerned  it  is  virtually  a  part  of  the 
San  Jose  Railroads,  transfers  being  exchanged  between  the  two  city- 
lines,  but  not  with  the  interurban  line  of  the  Peninsular  Railway.  The 
passengers  of  the  Cherry  avenue  and  the  Bascome  avenue  lines  are 
carried  on  both  the  interurban  and  the  local  cars  and  these  lines — ' 
Cherry  avenue  and  Bascome  avenue — are  about  three  miles  from  the 
business  center  of  San  Jose,  but  without  the  city  limits.  The  fares 
on  these  two  lines  were,  sometime  'ago,  increased  from  5  to  6  cents, 
the  same  as  the  fare  increase  authorized  between  points  on  the  San 
Jose  Railroads. 

The  adjustment  now  proposed  for  the  transportation  of  passengers 
on  the  Cherry  avenue,  Bascome  avenue  and  Naglee  lines  is  an  increase 
in  the  single  fare  from  6  to  10  cents,  with  the  sale  of  five  token  fares 
for  35  cents,  or  at  rate  of  7  cents  per  ride,  and  is  the  same  as  proposed 
on  the  San  Jose  Railroads  in  Application  No.  6414,  filed  the  same  day 
as  this  proceeding  and  heard  jointly  herewith.  It  therefore  appears 
to  be  applicant's  position  and  intention  to  maintain  the  same  relation- 
ship of  street  car  fares  on  the  Peninsular  Railway  as  is  charged  by  the 
San  Jose  Railroads,  and  there  seems  to  be  no  good  reason  for  permit- 
ting a  change  in  this  practice. 

I  therefore  recommend  that  there  should  be  no  increase  in  the  local 
street  car  fare  of  this  applicant,  particularly  when  the  estimated 
increases  for  the  Peninsular  Railway  will  have  such  a  negligible  effect 
on  the  revenue  of  the  system  as  a  whole. 

The  proposed  increase  in  zone  fares  on  the  main  line  from  8  cents 
to  10  cents  are,  according  to  the  company's  traffic  manager,  merely 
paper  rates,  appearing  in  the  tariffs  solely  for  the  purpose  of  having 
a  rate  to  apply  for  the  occasional  passenger  who  makes  use  of  the 
service.  Practically  no  revenue  accrues  under  these  rates,  therefore 
no  reason  exists  for  making  the  change. 

As  to  the  proposed  increase  in  school  children's  46-ride  commutation 
fare  from  $1.85  to  $2.22,  I  am  also  of  the  opinion  no  justification  has 
been  offered  for  the  change. 

In  that  part  of  the  Commission's  Exhibit  No.  2  heretofore  quoted, 
it  will  be  noted  that  the  revenues  of  the  Peninsular  Railway  Company 
should  be  increased  $6,615  annually  by  the  San  Jose  Railroads  ade- 
quately compensating  the  Peninsular  Railway  in  the  matter  of  shop 
and  store  expenses  and,  on  the  other  hand,  that  the  Peninsular  Rail- 
way should  be  charged  a  fair  rental  by  the  San  Jose  Railroads  for  the 
use  of  its  tracks  and  general  offices.  These  intercompany  chaises 
should  be  made  in  such  manner  that  each  road  would  bear  an  equitable 
portion  of  the  expenses.     Under  the  present  arrangement  it  would 
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appear  the  burden  of  the  expenses  of  shop  and  stores  rests  unfairly 
with  the  Peninsular  Railway. 

It  is  further  recommended  that  savings  and  improved  service  can 
be  eflEected  by  the  Palo  Alto  city  lines  by  moving  the  existing  sub- 
station equipment  from  Los  Altos  to  Palo  Alto.  There  is  ako  a  pos- 
sibility of  increasing  revenues  by  economies  in  operation;  that  is,  by 
changing  the  principles  of  operation  of  main-line  cars,  and  changing 
to  one-man  operation  on  the  line  to  Los  Gatos  via  Campbell. 

In  the  closing  argument  attorney  for  applicant  made  this  statement : 

We  belicTe  the  owners  of  this  property  have  a  right  themselves  to  assame  to  take 
the  risk,  if  any  exists,  of  the  loss  of  business  through  increased  fares;  that  it  does 
not  lie  within  the  discretion  of 'the  city  or  the  Commission  to  say  to  this  company 
"We  won't  permit  you  to  take  the  risk  with  your  property."  We  think  the  com- 
pany itself  has  the  right  to  take  that  risk,  assuming  now  that  the  increase  is  justi- 
fied on  a  proper  rate  base  and  won't  produce  unreasonably  high  earnings.  So  we 
want  to  frankly  announce  our  position  in  that  regard.  We  want  to  take  the  risk. 
We  don't  think  it  is  risk,  but  if  there  is  any  we  want  to  take  it  and  the  company 
will  suffer  all  the  bad  effects  and  the  public  none  if  we  lose. 

It  is  a  fact,  however,  that  the  increases  asked  for  do  not  materially 
increase  the  revenue  of  the  road  as  a  whole,  certainly  not  up  to  the 
point  where  it  would  earn  anything  like  a  fair  return.  It  is  equally 
true  that  the  Palo  Alto  city  lines  are  now  earning  a  fair  return. 

The  annual  report,  however,  for  the  year  ending  December  31,  1920, 
shows  that  as  compared  with  1919  the  railway  operating  revenue 
increased  by  $48,035.70 ;  the  operating  income  by  $24,441.78,  and  gross 
income  by  $22,630.91.  The  principal  increases  in  expenses  in  1920 
over  1919  occurred  in  the  maintenance  of  track  and  roadway  and  in 
conducting  transportation.  These  items  involve,  principally,  labor  and 
materials,  which  are  gradually  reducing  in  cost,  and  in  reaching  a 
conclusion  in  this  situation  consideration  has  been  given  to  probable 
continued  reductions. 

There  is,  also,  every  indication  of  an  advance  in  the  volume  of  traf- 
fic if  the  present  rates  are  maintained,  for  the  gross  railway  operating 
revenue  was  $7,887.65  higher  in  1919  than  in  1918  and  $48,035.70 
higher  in  1920  than  in  1919,  or  a  total  increase  of  $55,923.35  in  the 
two  years  1919-1920  as  compared  with  the  year  1918. 

This  applicant  has  received  a  number  of  increases  in  its  passenger 
fares  and  freight  rates  during  the  past  fe\v  years,  and  I  am  of  the 
opinion  that  to  further  increase  these  particular  passenger  fares  at 
this  time  would  be  out  of  harmony  with  the  spirit  and  purpose  of  the 
Public  Utilities  Act,  which  recites  in  section  13  that  all  charges  must 
be  just  and  reasonable. 

When  rates  are  too  high,  because  of  economic  conditions,  they  not 
only  retard  and  reduce  the  earnings  of  the  carrier  but  result  in  loss 
to  the  traveling  public  who,  finding  themselves  unable  to  employ  the 
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facilities  of  the  carrier,  either  go  without  the  service  entirely  or  turn 
to  the  other  channels  of  travel.  In  a  situation  of  this  kind  it  becomes 
the  duty  of  this  Commission  to  deny  increases  in  fares  which  we 
believe  would  have  the  eflEect  of  further  reducing  passenger  earnings 
by  driving  travel  to  the  automobiles. 

The  application  should  be  denied  without  prejudice. 

ORDER. 

Peninsular  Railway  Company  having  applied  to  the  Railroad  Com- 
mission for  authority  to  increase  certain  of  its  passenger  fares  as  shown 
in  Exhibit  C  attached  to  its  application,  a  public  hearing  having  Deen 
held,  the  matter  having  been  submitted,  and  for  the  reasons  stated  in 
the  foregoing  opinion; 

It  is  hereby  ordered,  that  the  application  herein  be  and  it  is  hereby 
denied  without  prejudice. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-ninth  day  of 
November,  1921. 


Decision  No.  9824. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  SAN  JOSE  RAILROADS 
FOR  AN  ORDER  GRANTING  PERMISSION  TO  INCREASE  RATES 
FOR  THE  TRANSPORTATION  OF  PASSENGERS  ON  THE  LINE  OF 
THE  SAN  JOSE  RAILROADS  IN  THE  STATE  OF  CALIFORNIA. 


Application  No.  6414. 
Decided  November  29,  1921. 


Increase  in  Re\enue — Right  to  Take  Risk. — The  Commission  announced  that 
it  can  not  subscribe  to  the  doctrine  advanced  by  applicant,  that  it  had  the 
right  to  take  the  risk  that  increased  fares  would  not  result  in  increase  in 
revenue. 

Financial  Requirements — Fair  Return. — Holding  that  financial  requirements 
are  not  a  proper  basis  for  computing  rates  and  that  there  is  now  under  exist- 
ing rates  a  substantial  operating  income,  it  is  concluded  that  with  suggested 
economies  and  changes,  net  earnings  contributing  a  reasonable  and  fair  return 
may  be  expected* 

Wm,  F.  James  and  E.  O.  Edgerton,  for  Applicant. 

Archer  Boxcden^  City  Attorney,  for  City  of  San  Jose. 

W.  D.  Wall,  for  Traflic  Bureau  San  Jose  Chamber  of  Commerce. 

Loveland,  Commissioner, 

OPINION. 

In  this  application  San  Jose  Railroads,  a  corporation,  makes  appli- 
cation for  an  order  authorizing  an  increase  in  fares.    In  brief,  theae 
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increases,  as  taken  from  Exhibit  C  attached  to  the  application,  are  as 
follows : 

(1)  Increase  present  6-cent  fare  to  lO-cent  straight  fare,  or  token  fare  of  7  cents 

at  five  tokens  for  35  cents. 

(2)  Increase  present  fares  on  short  extensions  outside  of  San  Jose  to  correspond 

with  above. 

(3)  Readjust  46-ride  school  commutation  fares  as  follows: 

Where  now  $1  85  increased  to  $2  22. 
Where  now  2  70  reduced  to  2  63. 
Where  now     3  60     reduced    to     3  48. 

(4)  Cancel  125-ride  cash  coupon  fare  and  substitute  30-ride  commutation  fare  at 

twenty  times  the  one-way  fare  where  this  is  in  excess  of  12  cents. 

As  a  reason  for  such  increase  in  fares  the  application  alleges  that 
applicant's  revenues  **are  insuflScient  to  meet  its  fixed  charges,  operat- 
ing expenses,  taxes  and  depreciation,"  and  further  states  it  is  neces- 
sary that  its  passenger  rates  and  fares  be  increased  in  such  amounts 
''that  taking  such  increase,  together  with  its  present  passenger  revenue 
and  revenue  from  all  other  sources,  there  will  be  returned  to  your 
petitioner  a  revenue  at  least  suflBcient  to  meet  the  annual  fixed  charges, 
taxes  and  operating  expenses."  In  Exhibit  B,  attached  to  the  appli- 
cation, is  shown  a  net  loss  of  $89,432.28  for  the  nine  months  ending 
September  30,  1920,  this  loss  being  as  follows: 

Summarized  Statement  for  Nine  Months  Ending  September  30,  1920. 

Operating    revenue    $298,105  78 

Nonoperating  revenue    442  55 

Total  gross  revenue $298^548  33 

Operating    expenses    $213,331  37 

Taxes  and  depreciation 21,840  33 

Fixed    charges    147,073  46 

Miscellaneous    debits    5,735  45 

Total    expenses    $387,980  61 

Total    expenses    $387,980  61 

Total    revenues    298,548  33 

Net   loss   $89,432  28 

It  will  be  noted  that  the  statement  of  expenses  includes  fixed  charges 
and  miscellaneous  debts,  the  fixed  charges  being  for  the  most  part 
interest  on  funded  debt. 

Hearings  were  held  at  San  Jose  on  March  1  and  2  and  August  12, 
1921.  At  the  last  hearing  the  matter  was  submitted,  protestants,  how- 
ever, being  allowed  to  submit  a  brief  with  the  privilege  of  reply  by- 
applicant.    A  brief  was  filed  but  no  reply  made. 

At  the  first  hearing  witness  for  applicant,  during  cross  examination 
in  connection  with  Exhibit  No.  2,  explained  that  for  the  year  1920 
there  was  a  profit  of  $75,000  net  return  that  should  be  tested  against 
the  rate  base  as  a  measure  of  whether  or  not  these  properties  were 
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earning  a  fair  return.  It  was  therefore  determined  that  a  valuation 
should  be  made  by  the  engineering  department  of  the  Commission,  and 
an  investigation  made  into  the  service  and  operating  conditions  of 
applicant.  At  the  hearing  held  in  August,  Mr.  H.  G.  Weeks  of  the 
Commission's  engineering  department  introduced  a  valuation  of  the 
properties  of  the.  San  Jose  Railroads  and  a  report  on  service,  operating 
and  financial  conditions  of  the  San  Jose  Railroads  and  Peninsular  Rail- 
way Company,  the  former  being  identified  as  Commission's  Exhibit  1 
and  the  latter  as  Commission's  Exhibit  2. 

The  valuation  is  as  of  December  31,  1920,  and  the  totals  found  are 
as  follows  (Commission's  Exhibit  1)  : 


Class  of  property 

Historical 

reproduction 

cost 

OonditloD 
percent 

Historical  repro- 
duction cost  less 
depredation 

Operative  property 

$1,523,933  00 
16.258  00 

68 
93 

$1,034,866  00 
15,166  00 

Nonoperatlve  property  _ 

All  property _ 

$1,540,191  00 

68 

$1,050,032  00 

The  valuation  figures  given  do  not  include  materials  and  supplies; 
they  cover  only  such  items  as  are  properly  chargeable  to  investment  in 
road  and  equipment  (Interstate  Commerce  Commission  Account  No. 
401). 

Applicant  operates  a  street  railway,  giving  passenger  service  exclu- 
sively, located  partly  within  the  city  of  San  Jose,  partly  within  the 
town  of  Santa  Clara  and  partly  in  Santa  Clara  County,  unincorporated. 

The  following  tabulation  shows  the  segregation  of  the  36.8  miles  of 
track  on  the  system : 

City  of  San  Jose 24.9  miles 

Town  of  Santa  Clara 2.6  miles 

Santa    Clara    County 9.3  miles 

The  original  cost  of  these  properties  can  not  be  ascertained  because 
of  the  nonexistence  of  earlier  supporting  detail  records.  Exhibit  No.  1, 
however,  indicates  that  the  investment  in  the  physical  properties  is 
approximately  $1,300,000.  The  earlier  bookkeeping  did  not  follow  pre- 
scribed rules  and  the  total  found,  therefore,  is  not  readily  comparable 
with  the  historical  reproduction  cost  predicated  upon  the  present  pre- 
scribed accounting. 

No  exception  was  taken  to  the  valuation  figures  as  presented,  except 
in  connection  with  the  rate  base,  as  will  hereafter  be  mentioned. 

Inasmuch  as  Commission's  Exhibit  A  (valuation  of  Peninsular  Rail- 
way) formed  the  basis  of  argument  for  both  applicant  and  protestants, 
it  will  be  convenient  to  quote  the  principal  conclusions  on  the  question 
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of  the  rate  of  return.    The  engineering  department  finds  the  foUowmg 
fignres  for  the  San  Jose  Railroads: 


1990 
UtstmUd 


uei 

Estimated 


Te«rto 
JuDcUes 


Grogg  revenue - $403,490  00  ♦    $406^633  00        $406,663  00 

Operatfns  expengeg,  incladins  deprecia- 
tion   _ - 31t778  00        314^64  00  306.966  00 

Railwasr  operatins  revenue 191,712  00        ^2,309  00 

Taxes 21^11  00  ,        23038  00 

Operatlns  Income I      $69,801  00        $69,261  00 

Additional  revenue  and  gavingg  in  opera- :                      |  ; 

tion  exclusive  of  uge  ol  Bimey  cars ! ' 

Net  available  lor  return '      W.801  00  ,      $69,261  00  $90^602  00 

Historical     reproduction     cost     as     of  |  i  | 

December  31,  1920 ■  $1,523,933  00    $l,52a983  00  .  $1,523,933  00 

Return  on  above - 4.58%  ■            4.54%  |  5.95% 


$97.697  00 
23438  00 

$74,559  00 

1^043  00 


Exhibit  No.  2  states : 

It  will  be  noted  that  for  the  ensuing  year  It  is  estimated  that,  continuing  the 
present  6-cent  regular  fare,  but  with  certain  additional  revenue  and  as  a  result  of 
certain  economieH  in  operations,  a  return  of  5.95  per  cent  can  be  earned.  This  com- 
pares with  a  maximum  return  earned  of  7.08  per  cent  in  1913  and  an  average  return 
for  the  past  nine  years  of  4.49  per  cent,  as  shown  in  Table  3  B. 

Applicant  has  requested  authority  (with  other  less  important  increases)  to 
ingtall  a  10-cent  straight  fare  with  tokens  at  7  cents,  estimating  the  result  of  this 
increase  in  fare  at  8  per  cent  of  the  present  passenger  revenue,  or  $31,502.  If  this 
additional  revenue  is  realized  the  rate  of  return  on  our  historical  reproduction  cost 
valuation  would  be  8.01  per  cent. 

Because  of  the  fact  that  our  studies  show  that  only  25  per  cent  of  the  people 
leave  the  business  district  in  San  Jose  during  the  rush  hours  in  street  cars,  75  per 
cent  using  automobiles,  we  seriously  doubt  whether  the  increase  in  fare  as  requested 
will  actually  produce  any  more  revenue.  Again,  since  we  have  no  data  showing  the 
result  of  an  analogous  second  fare  increase,  as  requested  by  the  applicant,  we  do  not 
feel  willing  to  accept  its  estimate  of  an  increase  of  8  per  cent  in  revenue,  particu- 
larly when  this  is  considered  along  with  the  above  statement  regarding  automobile 
traffic. 

Additional  Revenue  and  Savings  in  Operation. 

The  figure  of  $16,043  above  includes  $3,006  additional  revenue  estimated  as 
resulting  from  our  recommendation  to  (oute  the  Seventh  street  line  along  First 
street,  and  savings  in  the  cost  of  operation  as  follows: 

Abandon   Ilobson   street  bus  line $5,759  00 

Abandon    Santa    Clara   depot   line 2,678  00 

Change  to  parallel  parking  in  business  district 4,000  00 

Total $12,437  00 

On  May  1,  1921,  the  company  placed  in  operation  a  total  of  twenty-two  Bimey 
cars  and  radically  changed  its  system  of  operation.  The  saving  due  to  the  use  of 
these  safety  cars,  together  with  a  reduction  of  power  rate  and  revised  system  of 
operation,  is  approximately  $15,000  per  year  and  is  included  in  operating  expenses  as 
stated  in  the  last  two  columns  of  the  above  table. 

San  Jose  Railroads  is  controlled  through  stock  ownership  by  South- 
em  Pacific  Company  and  is  operated  by  the  same  set  of  officers  as 
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Peninsular  Railway  Company,  which  is  subject  to  the  same  control. 
The  relation  between  the  San  Jose  Railroads  and  Southern  Pacific 
Company  is  important,  in  that  if  the  Southern  Pacific  did  not  exercise 
such  control  and  elect  to  continue  it,  and  assume  the  high  interest 
charges  resulting  from  a  funded  debt  of  $2,423,000  par  value  of  bonds 
outstanding  against  the  historical  reproduction  cost  of  $1,523,933,  the 
instability  of  the  financial  structure  would  force  financial  reorganiza- 
tion. This  is  apparent  from  the  fact  that  the  maximum  return  of 
$84,000,  as  will  be  developed,  does  not  equal  the  annual  interest  charges 
accrued,  which,  for  the  year  1920,  were  $118,108.91. 

There  are  two  bond  issues  on  the  properties  of  the  San  Jose  Rail- 
roads, as  follows: 


Date 

Par  amounts  a»  of  December  81. 1920 

Issued 

Due 

Authorized 

Issued 

Outstanding 

1.  San  Jose  Railroad  first 

mortgage  5  per  cent— . 

2.  San    Jose    and    Santa 

Clara     County     Rail- 
road   first    refunding 
4i  per  cent 

1910 
1906 

1955 
1946 

$1,500,000  00 
1,500,000  00 

$1,416^000  00 
1,250.000  CO 

$1,335,000  00 
1.068,000  00 

$3,000,000  00 

$2,666,000  00 

$2,423,000  00 

Southern  Pacific  Company  owns  all  of  the  San  Jose  Railroads'  bonds 
and  it  seems  extremely  important  to  note  that  these  bonds  were  issued 
after  the  Southern  Pacific  acquired  control  of  San  Jose  Railroads, 
when  there  was  already  an  issue  approximately  equal  to  the  security 
and,  further,  that  Southern  Pacific  Company,  having  both  issued  and 
retained  possession  of  the  bonds,  is  the  only  party  interested  in  this 
issue.  Of  the  San  Jose  and  Santa  Clara  County  Railroad  bonds,  the 
testimony  indicates  that  all  of  these  bonds  are  in  the  hands  of  the 
public.  The  interest  charges  at  4^  per  cent  of  the  amount  outstanding 
aggregate  $48,960  a  year,  or  approximately  58  per  cent  of  the  amount 
available  for  interest. 

Applicant  noted  certain  exceptions  to  the  figures  and  statements 
above  quoted  and  since  these  were  directed  in  part  toward  the  return 
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earned  previously  by  applicant,  the  following  figures  from  Table  3-B 
of  this  same  exhibit  will  now  be  given : 


Tear  ending 

Valuation  as  of 
Dec.  31. 1920.  less 
yearly  additions 

Net  available 
for  return 

Rate  of 
return 

June  30- 

1912 _ 

1913 

$1,442,255  00 
1,423.889  00 
1.485.008  00 
1,488,365  00 
1,528,790  00 

1.481,284  00 
1,533,097  00 
1.563,189  00 
1,596.172  00 
1.523.983  00 

$57,996  CO 

100.855  00 

92,698  00 

78.037  00 

6^983  00 

56.889  00 
31.917  00 
43.145  00 
71.710  00 
74,483  00 

4.02% 
7.08% 

1914 

1915 

6.24% 
5.24% 

1916  „. - 

4.51% 

December  31— 

1916 -..._ 

1917 -— - 

3.84% 
2.06% 

1918 _ 

1919 

2.76% 
♦4.49% 

1920  ._ 

4.89% 

Averaee 

4.492% 

*Fare  increased  20  per  cent  In  August.  1918. 


In  the  first  quotation  it  is  noted  that  $3,606  additional  revenue  is 
estimated  as  resulting  from  the  recommendation  to  route  the  Seventh 
street  line  along  First  street.  The  general  manager  for  applicant,  a 
witness,  took  exception  to  this  and  stated  that  in' his  opinion  no  addi- 
tional revenue  could  be  so  obtained.  The  engineer  responsible  for  this 
particular  estimate  explained  how  he  had  arrived  at  this  figure  and  it 
was  arranged  that  the  matter  should  be  jointly  reviewed.  As  a  result, 
it  is  estimated  that  $1,000  per  year  additional  revenue  could  be 
expected. 

Applicant  also  took  exception  to  the  estimated  saving  in  the  cost  of 
operation  by  reduction  in  damage  claims  to  result  from  a  change  to 
parallel  parking  of  automobiles  in  the  business  district.  From  the 
testimony  and  after  review  of  a  report  filed  subsequently  it  is  esti- 
mated approximately  $500  could  be  saved. 

Witness  for  the  Commission  stated  that  since  a  street  railway  col- 
lects its  revenue  daily  in  cash  in  advance  nothing  is  included  in  the 
rate  base  for  working  cash  capital,  the  historical  reproduction  cost 
being  taken  direct  from  the  valuation  without  any  additions  or  subtrac- 
tions. Applicant  contended  that  it  is  necessary  at  all  times  to  have  a 
certain  amount  of  cash  on  hand,  but  made  no  statement  as  to  what 
this  amount  should  be.  Although  possibly  some  small  amount  should 
be  added,  it  is  negligible  when  contrasted  with  the  amount  of  rate  base 
and  may  be  omitted  in  this  proceeding. 

The  effect  of  consideration  of  these  three  exceptions  changes  $16,043 
in  the  first  quotation  above  to  $9,937,  the  $90,602  to  $84,496,  and  the 
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possible  return  of  5.95  per  cent  to  5.55  per  cent.  The  return  under  pro- 
posed rates,  of  8.01  per  cent  becomes  7.61  per  cent.  In  other  words, 
the  best  possible  return  with  present  fares  is  5.55  per  cent  and  if 
applicant's  increased  fares  produce  the  expected  increase,  7.61  per  cent. 

With  these  revised  figures,  to  which  there  seems  no  possibility  of 
further  exception,  the  position  of  applicant  may  be  considered. 

Counsel  for  applicant  took  the  position  that  even  the  estimated  best 
return  under  present  rate  of  fare  of  5.55  per  cent  is  confiscatory  and 
that  with  respect  to  the  possibility  of  no  increase  in  revenue  from  its 
proposed  increases  in  fare  contended  that 

It  is  their  right  to  take  that  risk,  assuming:  now  that  the  increase  is  justified  on  a 
proper  rate  base  and  won't  produce  unreasonably  high  earnings.  So  we  want  to 
frankly  announce  our  position  in  that  regard.  We  want  to  take  the  risk.  We  don't 
think  it  is  a  risk,  but  if  there  is  any  we  want  to  take  it,  and  the  company  will  suffer 
all  the  bad  effects  and  the  public  none  if  we  lose. 

This  is  a  doctrine  to  which  the  Commission  can  not  subscribe. 

Counsel  for  protestants,  city  of  San  Jose  and  San  Jose  Chamber  of 
Commerce,  urge  that  no  increase  in  fares  be  authorized,  taking  a  posi- 
tion contrary  to  that  of  counsel  for  applicant,  and  sustaining  the  Com- 
mission's conclusion  that  the  proposed  increased  fares  would  not  at  this 
time  increase  applicant's  revenue.  Counsel  for  city  of  San  Jose  urged 
that  this  opinion  is  not  casual,  but  based  upon  the  facts  as  they  exist 
in  the  city  of  San  Jose,  and  supported  his  contention  by  the  evidence 
of  several  witnesses,  who  are  business  men  of  San  Jose.  The  testimony 
as  presented  was  supported  by  a  study  of  traffic  and  general  industrial 
conditions,  compiled  by  the  Commission's  engineering  department, 
while  on  the  other  hand  the  applicant  produced  no  evidence  in  sup- 
port of  its  contention. 

While  there  has  been  no  apparent  increase  in  business,  this  is,  no 
doubt,  a  temporary  condition.  San  Jose  has  a  good  record  of  growth 
in  population,  with  no  indication  that  such  growth  has  been  arrested. 
The  number  of  passengers  and  revenues  should  increase;  operating 
expenses  because  of  declining  costs  of  labor  and  materials,  should 
decrease.  The  estimated  net  income  of  over  $84,000,  supra,  is  greater 
than  any  year  except  1913  and  1914,  before  the  general  use  of  the  pri- 
vate automobile.  Returns  in  the  future,  then,  should  be  greater  and  not 
less  than  5.55  per  cent. 

The  increases  estimated  in  net  revenue,  because  of  rerouting,  aban- 
donment of  service,  and  changes  in  the  automobile  parking  system, 
require  the  cooperation  of  the  city  of  San  Jose  and  while  the  record 
shows  no  opposition  by  the  city  to  these  changes  counsel  for  the  city 
stated  he  had  not  the  authority  to  speak  for  the  city  on  the  subject. 


58—13711 


Digitized  by 


Google 


91 4  CALIFORNIA  RAIUROAU  COMMISSION  DECISIONS. 

Under  these  circumstances,  it  appears  the  best  policy  is  to  give  appli- 
cant an  opportunity  to  put  into  effect  our  recommended  changes  in 
service,  the  changes  in  the  automobile  parking  system,  the  changes  in 
intercompany  accounting,  to  realize  such  additional  revenue  and  econ- 
omies as  may  result,  to  allow  a  further  study  of  operation  under  sug- 
gested changes,  and  to  test  our  conclusion  that  the  lack  of  increase  of 
revenue  which  was  apparent  last  summer  was  the  result  of  ouly  a  tem- 
porary depression  and  that  the  revenues  of  this  road  will  continue 
to  increase  with  the  growth  of  the  community. 

It  appearing  that  applicant's  so-called  financial  requirements  are 
not  a  proper  basis  for  computing  rates  and  that  there  is  now  under 
existing  rates  a  substantial  operating  income,  that  certain  operating 
economies  are  possible  and  should  be  instituted,  together  with  certain 
relief  which  the  city  of  San  Jose  could  grant  and  that,  considering  also 
the  likelihood  of  speedy  recovery  from  the  temporary  depression  of 
applicant's  revenue,  net  earnings  contributing  a  reasonable  and  fair 
return  may  be  expected,  I  conclude  that  this  application  should  be 
denied. 

The  eflScient  and  reasonable  regulation  of  public  utilities  certainly 
contemplates  that  consideration  must  be  given  to  every  important  fac- 
tor and  the  probable  result  of  tte  action  of  this  Commission  upon  the 
operations  of  the  company  and  the  effect  upon  the  people,  in  a  case 
where  new  rates  are  asked,  certainly  is  such  an  important  factor. 

If,  however,  within  a  reasonable  time  it  shall  appear  that  the  con- 
clusions and  estimates  upon  which  this  opinion  is  based  can  not  be 
substantiated  by  developments,  the  matter  can  again  be  considered  by 
the  Commission. 

I  recommend  the  following  form  of  order: 

ORDER. 

San  Jose  Railroads  Company  having  applied  for  permission  to  make 
specific  increases  in  rates  of  fare,  public  hearings  having  been  held  and 
the  matter  having  been  submitted,  for  the  reasons  stated  in  the  fore- 
going opinion; 

It  is  hereby  ordered,  that  the  application  be  and  it  is  hereby  denied 
without  prejudice. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-ninth  day  of 
November,  1921. 
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Decision  No.  9826. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  CALIFORNIA 
EDISON  COMPANY,  A  CORPORATION,  FOR  AN  ORDER  AUTHOR- 
IZING IT  TO  ISSUE  AND  SELL  SEVENTY-FIVE  THOUSAND 
SHARES  OF  ITS  COMMON  CAPITAL  STOCK  OF  THE  PAR  VALUE 
OF  ONE  HUNDRED  DOLLARS  EACH. 


Application  No.  7373. 
Decided  November  30,  1921. 


Roy  V,  RcppPt  for  Applicant. 

Benedict,  Commissioner. 

OPINION. 

Southern  California  Edison  Company  asks  permission  to  issue  and 
sell  at  not  less  than  $94  per  share  net,  75,000  shares  ($7,500,000)  of 
common  stock  and  use  the  proceeds  obtained  from  the  sale  of  the  stock 
for  such  purposes  as  the  Railroad  Commission  may  hereafter  authorize 
in  a  supplemental  order  or  orders. 

Southern  California  Edison  Company  has  an  authorized  stock  issue 
of  $100,000,000,  divided  into  $4,000,000  of  first  preferred,  $12,500,000 
of  second  preferred  and  $83,500,000  of  common.  In  Exhibit  *'l," 
filed  in  the  above  entitled  proceeding,  applicant  reports  stock  outstand- 
ing and  subscribed  for  on  September  30,  1921,  as  follows: 

First   preferred    $4,000,000  00 

Second    preferred    12,020,900  00 

Common   outstanding   ♦34,^583,700  00 

Common    subscribed    4,672,200  00 

Total $55,085,800  00 

Applicant  is  now  paying  dividends  at  the  rate  of  8  per  cent  per 
annum  on  its  outstanding  first  preferred  and  common  stock  and  divi- 
dends at  the  rate  of  5  per  cent  per  annum  on  its  outstanding  second 
preferred  stock. 

As  of  September  30,  1921,  applicant  reports  its  funded  debt  at 
$72,626,000.  This  debt  consists  of  $65,626,000  of  bonds  and  $7,000,000 
of  debentures.  Applicant  has  also  guaranteed  the  payment  of  $871,000 
of  Shaver  Lake  Lumber  Company  bonds.  Its  current  liabilities  are 
reported  at  $6,771,588.26,  of  which  $3,341,875.22  is  represented  by 
notes  payable. 

A.  N.  Kemp,  a  vice  president  of  the  Southern  California  Edison 
Company,  testified  that  the  company's  budget  for  1922  calls  for  an 
expenditure  of  $19,750,000.  Of  this  amount  approximately  $16,000,000 
will  be  needed  for  new  construction,  $1,000,000  to  refund  debentures 
due  January  15,  1922,  about  $2,500,000  to  pay  Edison  Electric  Com- 

(•) — Proportion  of  common  stock  controUed  by  company  through  ownership  of 
Pacific  Light  and  Power  Corporation  stock  |10,83$,$2S,  leaving  net  outstanding 
123,647,072. 
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pany  of  Wyoming  bonds  due  September  1,  1922,  and  $230,000  may 
be  needed  to  pay  Shaver  Lake  Lumber  Company  bonds.  It  is  for  the 
purpose  of  enabling  applicant  to  go  forward  with  its  construction  work 
and  to  meet  its  maturing  obligations  that  it  asks  permission  to  issue 
and  sell  $7,500,000  of  common  stock.  Applicant  has  not  submitted  a 
detailed  statement  of  its  proposed  construction  expenditures,  but  has 
agreed  not  to  disburse  any  of  the  proceeds  from  the  sale  of  stock  until 
such  time  as  the  Commission  by  supplemental  order  or  orders  may 
authorize  the  disbursement  of  the  proceeds. 
I  herewith  submit  the  following  form  of  order: 

ORDER. 

Southern  California  Edison  Company  having  applied  to  the  Rail- 
road Commission  for  permission  to  issue  and  sell  75,000  shares 
($7,500,000  par  value)  of  common  stock,  a  public  hearing  having  been 
held  and  the  Commission  being  of  the  opinion  that  the  money,  property 
or  labor  to  be  procured  or  paid  for  by  such  issue  is  reasonably  required 
by  applicant  and  that  this  application  should  be  granted  subject  to  the 
conditions  of  this  order; 

It  is  hereby  ordered,  that  Southern  California  Edison  Company  be 
and  it  is  hereby  authorized  to  issue  and  sell,  for  cash,  at  not  less  than 
$94  per  share  75,000  shares  ($7,500,000  par  value)  of  its  common  cap- 
ital stock. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  All  of  the  proceeds  obtained  from  the  sale  of  the  stock  herein 
authorized  shall  be  placed  and  held  in  applicant's  treasury,  or  in  a 
special  fund,  and  shall  be  disbursed  only  for  such  purposes  as  the 
Railroad  Commission  may  authorize  in  a  supplemental  order  or  orders. 
The  proceeds  may  be  consolidated  with  the  proceeds  obtained  from  the 
sale  of  stock,  the  issue  of  which  has  heretofore  been  authorized  by  the 
Railroad  Commission. 

2.  Southern  California  Edison  Company  shall  keep  such  record  of 
the  issue,  sale  and  delivery  of  the  stock  herein  authorized  and  of  the 
disposition  of  the  proceeds  as  will  enable  it  to  file  on  or  before  the 
twenty-fifth  day  of  each  month  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order,  in  so  far  as 
applicable,  is  made  a  part  of  this  order. 

3.  The  authority  herein  granted  will  apply  only  to  such  stock  as 
may  be  issued,  sold  and  delivered  on  or  before  October  15,  1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of  November, 
1921. 
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Decision  No.  9830. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  WESTERN  STATES  GAS 
AND  ELECTRIC  COMPANY,  A  CORPORATION,  FOR  AN  ORDER 
INCREASING  ITS  ELECTRIC  RATES  IN  ITS  STOCKTON  DIVISION. 

Application  No.  6886. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  WESTERN  STATES  GAS 
AND  ELECTRIC  COMPANY,  A  CORPORATION,  FOR  AN  ORDER 
INCREASING  ITS  GAS  AND  ELECTRIC  RATES  IN  ITS  STOCKTON 
DIVISION. 

Application  No.  5942. 

(First  Supplemental  Application.) 

IN  THE  MATTER  OF  THE  INVESTIGATION  ON  THE  COMMISSION'S 
OWN  MOTION  INTO  THE  REASONABLENESS  OF  RATES  OF  THE 
WESTERN  STATES  GAS  AND  ELECTRIC  COMPANY  FOR  SERVICE 
OF  GAS  IN  THE  CITY  OF  STOCKTON. 


Case  No.  1664. 
Decided  December  1,  1921. 


Excess  Damages  Over  Insurable  Amounts. — It  is  held  that  allowance  is  proper 
in  operating  expenses  either  for  reasonable  insurance  to  cover  public  liability 
or  reasonable  cost  of  carrying  such  insurance,  but  that  allowance  for  excess 
damages  over  insurable  amounts  can  not  be  granted. 

Taxes — How  Computed — Federal  Income  Tax. — The  general  method  followed  by 
this  Commission  in  estimating  taxes  is  to  include  taxes,  which  become  a  lien 
on  the  property  during  the  period  in  question.  The  Commission  has  in  a 
number  of  instances  included  federal  income  tax  as  a  part  of  the  cost  of 
operation  and  eliminated  it  from  consideration  -  in  the  determination  of  the 
reasonable  return  allowable  to  the  company. 

Chickcring  and  Qregory,  by  Allen  L,  Chickering  and  Evan  M.  Williams^  and  Nutter, 
Hancock  and  Rutherford,  by  W.  B,  Nutter,  for  Western  States  Gas  and 
Electric  Company. 

Stanley  M.  Arndt,  for  Intervenors. 

Stewart  and  Louttit,  and  Stanley  M.  Amdt,  for  National  Paper  Products  Company. 

Chas.  W.  Slack  and  Edgar  T,  Zook,  by  O,  K,  Patterson,  for  Natomas  Company  of 
California. 

M,  P,  Shaughnessy,  for  City  of  Stockton. 

Martin,  Commissioner. 

OPINION. 

Application  No.  6886  is  a  petition  of  "Western  States  Gas  and  Elec- 
tric Company  for  an  increase  of  electric  rates  in  its  Stockton  division. 
The  request  is  based  upon  the  contention  that  since  the  rates  now  in 
eflfect  were  authorized,  applicant's  costs  of  operation  have  increased  on 
account  of  increased  cost  of  power  purchased  and  increases  in  taxes, 
and,  further,  that  owing  to  decrease  in  the  amount  of  business  supplied 
by  it  applicant's  net  return  will,  under  present  Kates,  be  less  than  found 
reasonable  by  the  Commission. 

Prior  to  a  hearing  being  set  in  this  application  and  at  the  urgent 
request  the  Stockton  Chamber  of  Commence  that  the  company  with- 
draw  its  application,  Western   States   Gas  and  Electric   Company, 
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through  its  attorneys,  requested,  Under  date  of  June  25,  1921,  that  the 
matter  be- withdrawn  and  dismissed  without  prejudice.  On  the  same 
day  that  the  petition  for  withdrawal  was  received  a  petition  of  inter- 
vention was  filed  by  W.  D.  Buckley  and  others  through  their  attorney, 
Stanley  M.  Arndt.  This  petition  denied  in  general  the  allegations  set 
forth  in  the  company's  application  and  presented  a  counter  application 
requesting  that  the  Commission  deny  the  application  of  Western  States 
Gas  and  Electric  Company  and  make  an  investigation  and  determina- 
tion of  the  electric  rates  and  order  such  decreased  rates  as  seem  just, 
and  that  the  rates  for  gas  service  be  investigated  and  reduced  rates 
be  established.  Request  was  made  that  pending  such  decision  Western 
States  Gas  and  Electric  Company  be  required  to  hold  the  sum  of  six 
cents  per  thousand  cubic  feet  for  all  gas  supplied  based  on  meter  read- 
ings taken  on  and  after  July  1,  1921,  subject  to  the  order  of  the  Com- 
mission. In  view  of  the  petition  for  intervention  and  its  later  amend- 
ment, Application  No.  6886  of  Western  States  Gas  and  Electric  Com- 
pany was  not  dismissed  but  set  for  hearing. 

First  Supplemental  Application  No.  5942  is  a  petition  of  Western 
States  Gas  and  Electric  Company  for  authority  to  reduce  its  gas  rates 
by  five  cents  per  thousand  and  for  the  determination  of  a  basis  of  varia- 
tion in  the  cost  of  gas  by  which  its  rates  might  be  automatically  modi- 
fied with  change  in  price  of  oil  without  the  necessity  for  formal  hear- 
ings. This  request  for  reduction  in  rates  was  based  upon  general 
reduction  in  the  cost  of  oil  to  applicant. 

Case  No.  1664  was  instituted  by  the  Commission  on  its  own  motion 
into  the  reasonableness  of  the  gas  rates  of  Western  States  Gas  and 
Electric  Company  in  its  Stockton  division  in  view  of  the  reduction  in 
the  price  of  oil  and  the  position  taken  by  Western  States  Gas  and  Elec- 
tric Company  relative  to  the  intervention  and  cross-complaint  filed. 

Application  No.  6886  and  Case  No.  1664  were  set  for  hearing  at 
Stockton  on  September  6,  and  at  the  hearing  attorneys  for  Western 
States  Gas  and  Elect  rip  Company  agreed  that  First  Supplemental 
Application  No.  5942  might  be  considered  in  connection  with  the  other 
proceedings. 

Hearings  were  held  at  Stockton  on  September  €  and  7  and  at  San 
Francisco  on  September  13,  at  which  time  evidence  was  introduced  by 
Western  States  Gas  and  Electric  Company  in  support  of  its  petition 
and  by  the  Commission's  engineers  and  certain  exhibits  were  filed  by 
the  intervenors.  At  the  hearing  Western  States  Gas  and  Electric  Com- 
pany again  offered  to  withdraw  its  petition  as  urged  by  the  Stockton 
Chamber  of  Commerce  contingent  upon  the  dismissal  of  the  entire  pro- 
ceeding including  the  counter  proceeding  in  intervention.  This  pro- 
posal was  not  accepted  by  the  intervenors. 
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The  three  proceedings  were  consolidated  for  hearing  by  the  Com- 
mission and  by  agreement  of  counsel  for  parties  the  various  proceedings 
were  deemed  as  submitted  on  September  13  for  the  purpose  of  an  emer- 
gency and  preliminary  order  by  the  Commission,  with  the  understand- 
ing that  any  exhibits  or  reports  submitted  by  the  Commission's  engi- 
neers on  a  check  of  the  exhibits  submitted  by  the  company  be  filed  with 
the  various  parties  and  the  parties  have  the  right  to  ask  for  further 
hearing  or  submit  statements  or  briefs  relative  to  such  additional  evi- 
dence. 

Report  upon  the  electric  operations  was  submitted  by  Assistant  Chief 
Engineer  L.  S.  Ready  to  the  various  parties  under  date  of  October  14 
and  the  proceeding  is  now  submitted  jn  so  far  as  it  refers  to  prelim- 
inary or  emergency  order  and  the  matters  are  ready  for  decision. 

The  present  gas  rates  in  effect  in  the  Stockton  division  of  the  West- 
em  States  Gas  and  Electric  Company  were  established  by  this  Com- 
mission's Decision  No.  8459  in  Application  No.  594?,  dated  December 
20,  1920.  In  this  decision  the  rates  were  based  upon  a  price  of  oil 
of  $2.30  per  barrel  f .  o.  b.  Stockton.  Taxes  were  estimated  at  the  then 
existing  rate  of  taxation,  and  it  was  found  by  the  Commission  that  the 
company  was  entitled  to  a  return  of  $168,000  per  annum  for  interest 
and  depreciation  on  the  basis  of  the  year  ending  June  30,  1921.  Since 
the  time  of  the  decision  there  have  occurred  two  reductions  in  the  price 
of  oil,  totaling  for  Western  States  Gas  and  Electric  Company  60  cents 
per  barrel,  making  the  present  price  $1.70  per  barrel.  There  has  been 
additional  capital  invested  in  the  property  and  the  rate  of  taxation 
has  been  increased.  In  view  of  these  facts  Western  States  Gas  and 
Electric  Company  applied  for  authorization  for  a  reduction  of  five 
cents  per  thousand  cubic  feet  and  the  placing  in  effect  of  an  auto- 
matic rate  which  would  vary  with  the  price  of  oil. 

Western  States  Gas  and  Electric  Company's  estimate  of  operating 
revenues  and  expenses  for  the  year  ending  June  30, 1922,  with  a  reduc- 
tion in  rates  of  five  cents  per  thousand  cubic  feet  below  the  present 
rates  show  an  estimated  net  return  for  interest  and  depreciation  for 
that  period  of  $181,923.  Exhibits  were  introduced  by  the  Commission's 
Assistant  Chief  Engineer  L.  S.  Ready  setting  forth  a  revised  estimate 
of  the  operating  revenues  and  expenses  for  the  same  period,  showing 
a  net  revenue  if  existing  rates  were  continued  in  effect  of  $221,200, 
based  upon  existing  price  of  oil  and  other  conditions,  and,  if  the  rate 
of  return  heretofore  found  reasonable  should  be  continued  and  a  rea- 
sonable return  allowed  on  additions  and  betterments  installed  during 
the  period,  that  a  possible  reduction  of  8.05  cents  per  thousand  cubic 
feet  could  be  made  at  the  present  time.    A  comparison  of  the  estimates 
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The  main  difTcronco  bctweon  the  two  estimates  is  that  under  the 
item  of  **rc\'(»nii('''  Mr.  Kahn  has  estimated  revenue  at  a  rate  of  five 
ccntx  por  thousand  (Mibie  f(»ot  below  the  present  rate,  while  that  sub- 
mit led  by  Mr.  Heady  is  nt  the  present  rate.  Operating  expenses  sub- 
mitt(Ml  by  Mr.  Heady  Imve  been  estimated  somewhat  lower  than  those 
Hiibmitted  by  tlie  eompany  ba.sed  upon  a  comparison  of  the  increase  in 
previous  operating?  expenses  and  also  upon  the  basis  that  with  the 
r<MhieinK  prie(»  of  commodities  the  operating  expenses  should  not 
incHMise  at  a  jj:reater  rate  than  the  increase  in  business.  In  a  prelim- 
inary ord(»r  sucli  as  this  and  in  the  absence  of  very  complete  showing, 
the  estimate  of  0])eniting  expenses  for  a  given  year  should  not  be 
increased  to  a  greater  extent  than  increase  in  business. 
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The  question  is  raised  regarding  wh^her  there  should  be  included 
the  item  of  miscellaneous  revenue,  covering  primarily  nonoperative 
revenue,  in  determining  the  rate  of  return  which  the  company  receives. 
The  rate  determinations  for  gas  service  of  the  Western  States  Gas  and 
Electric  Company  have  been  based  in  the  past  upon  a  comparative 
rate  of  return  with  the  pre-war  period  and  it  appears  that  in  deter- 
mining this  rate  of  return  the  item  of  miscellaneous  revenue  was 
included,  as  has  also  been  included  certain  operating  expenses  pertain- 
ing thereto.  Under  such  circumstances  I  believe  that  it  is  reasonable 
to  accept  Mr.  Ready's  estimate  of  operating  expenses  and  revenue  for 
the  purpose  of  this  proceeding.  Intervenors  urge  a  lesser  return  for 
both  interest  and  depreciation  than  estimated  by  Mr.  Ready.  From 
a  careful  study  of  their  reasons  and  the  evidence  I  find  no  justification 
for  changing  that  amount. 

The  rates  for  gas  service  of  the  Western  States  Gas  and  Electric 
Company  are  at  the  present  time  practically  equal  to  the  rates  charged 
in  similar  communities  where  straight  artificial  gas  is  served.  The 
rates  in  these  communities  have  been  fixed  based  on  an  oil  price  of 
$1.72  per  barrel.  With  the  reduction  herein  ordered  the  rates  in 
Stockton,  based  on  $1.70  per  barrel  for  oil,  will  be  approximately  eight 
cents  per  1000  cubic  feet  or  7  per  cent  lower  than  are  charged  in  sim- 
ilar cities  where  artificial  gas  alone  is  served.  It  may  be  reasonable  to 
assume  that  under  conditions  of  artificial  gas  service  a  rate  averaging 
7  per  cent  higher  than  herein  fixed  would  be  necessary. 

Western  States  Gas  and  Electric  Company  supplies  about  60  per 
cent  artificial  gas  and  40  per  cent  natural  gas  in  its  Stockton  division. 
Analysis  of  the  operations  shows  that  a  change  of  10  cents  per  barrel 
in  the, price  of  oil  results  in  a  change  of  approximately  1^  cents  per 
thousand  cubic  feet  in  the  cost  of  gas  supplied  to  consumers.  Western 
States  Gas  and  Electric  Company  asks  that  a  rate  be  fixed  which  will 
var>'  automatically  with  the  change  in  the  price  of  oil.  Such  a  type  of 
rate  or  differential  has  been  made  effective  on  other  systems  and  has 
resulted  in  the  maintenance  of  reasonable  rates  under  fluctuating  oil 
prices.  The  order  herein  will  include  such  a  modification.  I  find  that 
the  gas  rates  should  be  reduced  eight  cents  per  thousand  cubic  feet  and 
that  an  automatic  variation  of  li  cents  per  thousand  cubic  feet  for  each 
10  cents  change  in  the  price  of  oil  should  be  made  effective. 

The  present  rates  for  electric  service  in  the  Stockton  division  of  the 
Western  States  Gas  and  Electric  Company  were  fixed  by  this  Commis- 
sion's Decision  No.  8459  in  Application  No.  5942,  effective  December  30, 
1920.     In  the  decision  fixing  the  electric  rates  the  Commission  based 
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the  return  upon  an  estimated  average  rate  base  for  the  year  ending 
June  30,  1921,  of  $4,541,000,  and  found  that  the  company  was  entitled 
to  a  net  of  $476,805  for  depreciation  and  return  based  upon  that  year's 
operations.  Applicant  has  introduced  herewith  estimates  of  the  opera- 
tive capital,  operating  revenue  and  expense  for  the  year  ending 
December  31,  1921,  claiming  as  a  rate  base  for  that  year  the  sum  of 
$5,072,950.97,  this  including  increases  in  capital  due  to  additions  and 
betterments  and  increase  in  working  cash  capital  and  materials  and 
supplies.  Applicant  has  estimated  that  its  net  earnings  would  be 
$429,683  for  depreciation  and  return  for  the  same  period,  or  an  aver- 
age return  of  8.47  per  cent,  including  depreciation,  or  approximately 
6.22  per  cent  exclusive  of  that  item.  Applicant's  estimate  is  based 
upon  the  operations  for  the  calendar  year  1921  and  not  upon  conditions 
as  they  are  at  the  present  time  or  may  occur  in  the  future  and  it  is 
apparent  from  the  evidence  herein  that  the  operating  costs  during  the 
first  half  of  the  year  were  in  general  greater  than  may  be  expected  to 
occur  in  the  future.  It,  therefore,  appears  that  the  estimate  as  set  up 
is  not  a  correct  measure  of  what  future  rates  should  be. 

In  accordance  with  the  understanding  between  the  parties,  an  inves- 
tigation and  check  of  the  company's  estimate  was  made  by  Assistant 
Chief  Engineer  L.  S.  Ready  for  the  Commission  and  a  report  sub- 
mitted as  heretofore  stated.  In  this  report  Mr.  Ready  made  an  esti- 
mate of  the  probable  rate  base,  operating  revenues  and  expenses  for  a 
12  months'  period,  using  the  property  and  business  for  the  year  1921, 
but  taking  conditions  as  they  exist  at  the  present  time  in  determining 
the  reasonableness  of  existing  rates.  This  estimate  indicated  that  on 
the  basis  of  present  rates  and  present  conditions  the  net  earnings  for 
the  period  of  12  months  would  be  approximately  $506,873.  The  esti- 
mate made  by  Mr.  Ready  has  been  the  subject  for  the  filing  of  briefs 
by  Western  States  Gas  and  Electric  Company  and  intervenors. 

Table  No.  II  sets  forth  the  actual  revenues  and  expenses  for  the 
year  ending  August  31,  1921,  the  company's  estimate  for  the  year  1921 
and  Mr.  Ready's  estimate  for  the  1921  basis: 
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TABLE  No.   II. 

Revenue,  Operating   Expenses   and   Return   Electric   Department— Stockton   Division 
Western  States  Gas  and   Electric  Company. 

1921  Basis. 


Actual  twelve 
months  ending 
Aug.  81, 1921 


Company's 

estimate, 

1921 


L.  S.  Ready 
estimate, 
1921  basis 


Rate  base  

Gross  revenue 

Operatiner  exi>ense— 
Production: 

Hydro   

Steam 

Purchased  power — 

Credit  energy  to  other  departments. 


11,357,443  59 


$63,970  46 
53,791  43 
894,807  04 
•15.110  M 


$5,072,951  00 
$1,414,229  00 


$82,500  00 

59.218  00 

418,402  OQ 

•15,960  00 


$4,700,000  00 
$1,430,000  00 


$00,720  00 
54,893  00* 
805,976  00 
•16,980  00 


Totals — . 

Transmission   _, 

Distribution    

Commercial  

General  and  miscellaneous- 
Taxes  

Insurance 


$488,957  99 
44,068  82 
81,984  88 
82,785  78 
120,548  99 
118,092  87 
19,287  45 


$524,220  00 
49,785  00 
82,727  00 
85,155  00 
138,531  00 
135,147  00 
19,08100 


$195,829  00 
49.785  00 
82,727  00 
35,155  00 
115,000  00 
125,850  00 
19,081  00 


Total  expense 

Net  return  lor  interest  and  depreciation 

Rate  of  return   for  depreciation   and  return   on 
rate  base  estimated 


$007,816  09 
$449,827  56 


$084,546  00 
$429.688  00 

8.45% 


$928,127  00 
$606,878  00 

10.76% 


•Deduct. 

Western  States  Gas  and  Electric  Company  in  its  brief  pointed  out 
that  in  determining  a  relative  rate  base  for  the  period  in  question  Mr. 
Ready  had  excluded  certain  property  which  is  operative.  To  the  extent 
that  this  is  so,  such  item  should  be  increased.  It  appears  that  Mr. 
Ready  excluded  certain  hydro-electric  properties  amounting  to 
$125,426.42  which  may  be  considered  operative,  also  that  his  estimate 
of  additions  and  betterments  should  be  increased  $5,000.  It  would 
appear  that  for  this  decision  the  comparative  rate  base  should  be 
increased  to  $4,825,000. 

Applicant  urges  that  in  estimating  gross  revenue  there  should  be 
excluded  from  Mr.  Ready's  estimate  the  miscellaneous  nonoperating 
revenue,  which  it  estimates  at  a  net  of  $5,310.  Although  in  complete 
investigations  of  rates,  where  all  corrections  for  expense  in  connection 
with  miscellaneous  nonoperating  revenues  are  deducted,  this  item  has 
generally  been  excluded,  it  appears  that  in  the  past  in  electric  rate 
proceedings  of  this  company  the  item  of  miscellaneous  nonoperating 
revenue  has  been  included  in  determining  the  reasonableness  of  the 
electric  rates  and  the  comparative  rate  of  return  allowed  and  it  would 
appear  consistent  to  follow  the  same  procedure  herein.  I  find  from  a 
consideration  of  the  evidence  that  a  reasonable  estimate  of  gross  reve- 
nue on  the  1921  basis  is  $1,425,000.  It  appears  that  the  basis  of  esti- 
matinf?  the  cost  of  energy  on  the  present  rates  effective  in  determining 
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the  reasonableness  of  the  present  rates  as  used  by  Mr.  Ready  is  sound. 
However,  as  suggested  in  Mr.  Ready's  report,  an  additional  allowance 
should  be  made  for  the  cost  of  purchased  energy  to  cover  the  increase 
due  to  correction  in  method  of  billing  by  the  Pacific  Gas  and  Electric 
Company.  A  recomputation  of  the  rates  for  delivery  of  service  at 
Natomas  and  Stockton  shows  that  an  increase  should  be  made  of  $7,250 
to  cover  this  item,  bringing  the  total  estimated  cost  of  purchased  power 
to  $403,226. 

Considerable  difference  exists  between  the  company's  and  Mr. 
Ready's  estimate  of  general  and  miscellaneous  expense,  one  item  being 
the  amortization  of  the  cost  of  damage  suit  amounting  to  $12,000  per 
year,  covering  one-third  of  the  cost  to  the  company  of  the  damages 
and  expenses  therewith  of  a  suit  covering  an  accident  which  occurred 
about  1910,  judgment  on  which  was  rendered  in  1920.  Mr.  Ready  has 
allowed  approximately  $5,000  to  cover  a  normal  allowance  for  injuries 
and  damages,  while  the  company's  estimate  included  $12,000  for  this 
item  alone. 

From  a  study  of  public  utility  commission  decisions  and  court 
decisions  it  appears  that  in  general  allowance  is  made  in  operating 
expenses  for  either  the  reasonable  insurance  to  cover  public  liability 
or  reasonable  cost  of  carrying  such  insurance,  and  that  allowance  for 
excess  damages  over  insurable  amounts  should  not  be  made.  The 
amount  in  question  is  in  excess  of  insurance  carried.  Applicant  at 
this  time  is  carrying  public  liability  insurance  and  I  must  recommend 
that  even  the  amount  included  by  Mr.  Ready  be  eliminated. 

Applicant  has  estimated  a  very  material  increase  in  general  expense 
between  1920  and  1921,  the  increase  in  percentage  being  far  in  excess 
of  either  the  percentage  increase  in  business  or  revenue.  It  is  possible 
that  applicant's  general  expense  was  below  a  reasonable  amount  in 
1920.  However,  in  an  emergency  proceeding  such  as  this  it  does  not 
appear  that  a  materially  greater  general  expense  should  be  allowed 
without  a  full  and  careful  presentation  of  the  entire  matter  justifying 
such  greater  expense.  This  is  especially  true  when  it  is  considered  that 
the  peak  of  prices  has  passed  and  the  tendency  should  be  to  a  lesser 
rather  than  a  greater  expense.  There  is  also  the  question  of  the  rea- 
sonableness of  the  H.  M.  Byllesby  charge  of  2^  per  cent  of  the  gross 
revenue  for  general  supervision. 

Evidence  does  indicate  certain  increases  in  general  expense  which 
ha.ve  occurred  due  to  enlarged  offices  and  extended  service  which  would 
justify  somewhat  greater  increase  than  that  estimated  by  Mr.  Ready. 
I  find  an  allowance  of  $115,000  to  be  a  proper  amount  to  be  included 
in  determining  in  this  proceeding  the  reasonableness  of  rates. 
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Western  States  Gas  and  Electric  Company  has  included  in  the  item 
of  taxes,  state  taxes  on  the  estimated  1921  gross  revenue,  also  federal 
income  tax,  certain  nonoperative  tax,  capital  stock  tax  and  taxes  paid 
on  tax-free  securities.  The  general  method  followed  by  this  Commis- 
sion in  estimating  taxes  is  to  include  taxes  which  become  a  lien  on  the 
property  during  the  period  in  question.  In  this  instance,  however,  the 
year  1921  has  been  used  as  a  period  for  measuring  the  reasonableness 
of  present  rates.  The  determination  of  rates,  however,  at  this  time  is 
to  cover  rates  for  the  future.  Since  the  rates  were  increased  at  the 
first  of  1921  by  approximately  10  per  cent  and  any  action  herein  will 
cover  rates  for  the  future,  it  follows  that  the  method  used  by  Mr. 
Ready,  in  which  the  tax  was  estimated  upon  the  business  for  1920  at 
existing  rates,  is  sound.  A  recheck  of  this  estimate,  however,  shows 
that  this  estimate  is  slightly  below  the  amount  which  would  be  deter- 
mined by  this  method.  The  state  income  tax  should  be  increased  to 
$100,000.  Intervenors  object  to  the  including  of  federal  income  tax. 
The  Commission  has  in  a  number  of  instances  included  federal  income 
tax  as  a  part  of  the  cost  of  operation  and  eliminated  it  from  considera- 
tion in  the  determination  of  the  reasonable  return  allowable  to  the 
company.  For  the  purpose  of  this  proceeding  it  is  deemed  proper  to 
follow  the  same  practice  and  consider  the  points  raised  by  protestants 
in  the  main  proceeding.  I  find  a  fair  allowance  for  taxes  in  this  pro- 
ceeding to  be  $127,350. 

The  following  table  sets  forth  the  estimated  rate  base,  revenue  and 
expense  on  the  basis  of  the  year  1921  found  to  be  reasonable  from  the 
evidence  herein.  On  this  basis  the  company's  rates  would  give  a  net 
return  of  10.2  per  cent  for  interest  and  depreciation.  In  Decision  No. 
8459  it  was  considered  that  a  return  of  10.5  per  cent  for  interest  and 
depreciation  should  be  considered  reasonable.  On  this  basis  the  total 
net  return  should  be  $506,625,  or  $13,502  more  than  the  above  esti- 
mate. This  is  approximately  1  per  cent  of  the  gross  revenue.  In 
view  of  the  above  and  the  fact  that  Western  States  Gas  and  Electric 
Company  twice  requested  that  the  application  be  dismissed  I  must 
conclude  that  no  emergency  exists  justifying  any  increase  in  electric 
rates  at  this  time. 
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TABLE  No.  III. 

Revenue,  Operating   Expense   and   Return,    Electric   Department — Stockton    Division 
Western  States  Gas  and  Electric  Company. 

1921  Basis. 
Rate  base $4,825,000  00 

Gross   revenue   ^ $1,425,000  00 

Operating  expense: 

Production— Hydro    $00,720  00 

Steam    54,893  00 

Purchased  power 403,226  00 

Credit  energy  to  other  departments ♦IS.QGO  00 

Total $502,879  00 

Transmission    49,735  00 

I>i8tribution    ^ 82,727  00 

Commercial    35,155  00 

General   and   miscellaneous 115,000  00 

Taxes    127,350  00 

Insurance    19,031  00 

Total  expense ^-- $931,877  00 

Net  return  for  interest  and  depreciation $493,123  00 

Rate  of  return  for  depreciation  and  return  on  rate  base  estimated 10.2% 

Return  at  10.5  per  cent  previously  allowed $506,625  00 

$13,502  00 

I  recommend  the  following  form  of  order: 

ORDER. 

Western  States  Gas  and  Electric  Company  having  applied,  in 
Application  No.  6886,  for  an  increase  in  electric  rates,  a  petition  of 
intervention  by  Mr.  W.  D.  Buckley  et  al.  having  been  filed  therein 
requesting  a  reduction  in  gas  and  electric  rates,  Western  States  Gas  and 
Electric  Company  having  applied  for  authority  to  reduce  its  gas  rates 
five  cents  per  thousand  cubic  feet  and  for  the  fixing  of  a  variable  gas 
rate,  First  Supplemental  Application  No.  5942,  and  the  Commission 
having  instituted  a  proceeding  on  its  own  motion.  Case  No.  1664,  for 
the  determination  of  reasonable  gas  rates  of  Western  States  Gas  and 
Electric  Company,  hearings  having  been  held  and  the  proceedings  sub- 
mitted in  so  far  as  they  refer  to  immediate  or  emergency  modification 
of  rates  and  now  ready  for  decision ; 

The  Railroad  Commission  hereby  finds  as  a  fact  that  no  emergency 
exists  justifying  an  increase  or  decrease  in  electric  rates  at  this  time  on 
Western  States  Gas  and  Electric  Company's  system  in  its  Stockton 
division,  and  also  finds  as  a  fact  that  the  rates  for  gas  service  by  West- 
ern States  Gas  and  Electric  Company  in  its  Stockton  division  should, 
under  present  conditions,  be  reduced  by  eight  cents  per  thousand  cubic 
feet  below  the  present  rates. 


♦Deduct. 
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Basing  its  order  on  the  foregoing  findings  of  fact  and  the  other  find- 
ings of  fact  contained  in  the  opinion  which  precedes  this  order; 

It  is  hereby  ordered,  that  petition  of  Western  States  Gas  and  Elec- 
tric Company  for  an  increase  in  electric  rates,  Application  No.  6886, 
in  so  far  as  it  refers  to  emergency  action,  is  hereby  denied. 

It  is  hereby  further  ordered: 

1.  That  Western  States  Gas  and  Electric  Company  reduce  its  pres- 
ent rates  per  thousand  cubic  feet  for  gas  Service  in  its  Stockton  division 
by  the  amount  of  eight  cents  per  thousand  cubic  feet,  effective  for  all 
meter  readings  taken  on  and  after  December  30,  1921,  and  that  said 
rates  shall  be  further  modified  to  include  the  following  clause : 

The  above  rates  are  subject  to  increase  or  decrease  on  the  basis  of  li  cents  per 
thousand  cubic  feet  for  each  10  cents  increase  or  decrease,  respectively,  in  the  cost 
of  oil  above  or  below  the  price  of  $1.70  per  barrel  at  Stockton  upon  approval  of 
the  Railroad  Commission  of  the  State  of  California.  Change  to  be  to  the  nearest 
one  cent. 

2.  In  case  of  a  reduction  in  the  price  of  oil  Western  States  Gas  and 
Electric  Company  shall  file  within  ten  (10)  days  thereafter  an  aflS- 
davit  setting  forth  the  new  price  of  oil,  and  shall  thereafter,  upon 
supplemental  order  of  the  Commission  in  this  proceeding,  charge  the 
reduced  rates  as  determined  herein. 

3.  Should  at  any  time  an  increase  in  the  price  of  oil  occur.  Western 
States  Gas  and  Electric  Company  may,  after  filing  affidavit  of  such 
increase  and  receiving  a  supplemental  order  from  this  Commission  so 
authorizing,  chaise  the  increased  rates  as  determined  herein. 

4.  Western  States  Gas  and  Electric  Company  shall,  within  ten  (10) 
days  of  the  date  of  this  order,  file  with  the  Commission  the  revised 
schedules  of  rates  as  herein  ordered. 

5.  First  Supplemental  Application  No.  5942  is  hereby  dismissed. 
The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 

filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  first  day  of  December,  1921. 


Decision  No.  9831. 


IN  THE  MATTER  OP  THE  APPLICATION  OF  ASSOCIATED  TELEPHONE 
COMPANY,  A  CORPORATION,  FOR  LEAVE  TO  DISCONTINUE  THE 
INSTALLATION  OP  TELEPHONES  FOR  PUBLIC  USE  UPON  THE 
PREMISES  OP  SUBSCRIBERS  AT  FLAT  MONTHLY  RATES  AND 
TO  SUBSTITUTE  THEREFOR  PUBLIC  PAY  STATIONS  AT  LOCAL 
SWITCHING  RATES. 


Application  No.  6983. 
Decided  December  1,  1921. 


W,  W,  Butler,  Ocorge  B,  Ellis,  Sam  R.  Heffley,  for  Petitioner. 
George  L,  Hoodenpyl,  City  Attorney,  and  C,  A.  Buffum,  Mayor,  for  the  City  of 
Long  Beach. 
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William  Guthrie,  City  Attorney,  for  City  of  San  Bernardino. 

R.  B.  Peters,  President,  San  Bernardino  Farm  Bureau. 

Dxcight  Toicne,  representing  Towne-Allison  Drug  Company. 

F.  W.  Phipps,  representing  San  Bernardino  Merchants*  Association. 

Benedict,  Commissioner. 

OPINION. 

Associated  Telephone  Company,  petitioner  in  this  proceeding,  owns 
and  operates  local  telephone  exchanges  in  the  cities  of  Long  Beach  and 
San  Bernardino.  The  rate  schedules  for  service  at  these  exchanges, 
on  file  with  the  Railroad  Commission  and  in  effect,  provide  only  for 
flat  monthly  rates  for  unlimited  local  exchange  service. 

In  this  proceeding  petitioner  is  asking  authority  to  discontinue  cer- 
tain of  its  flat  rate  telephones  and  to  substitute  pay  stations  with  a 
local  switching  rate  of  five  cents  per  switch  in  lieu  thereof. 

Public  hearings  were  held  in  Los  Angeles  on  July  14,  and  on  Sep- 
tember 21  and  22,  1921. 

The  application  sets  forth  that  it  has  been  the  practice  of  petitioner 
heretofore  upon  application  by  the  owner  or  occupant  of  the  premises 
on  which  service  is  to  be  provided  to  install  service  at  flat  rates,  the 
service  which  it  is  now  desired  to  withdraw  being  accessible  for  public 
use  without  other  payment  to  petitioner  than  the  flat  rate  paid  by 
the  subscriber. 

It  is  further  alleged  that  this  practice  leads  to  much  abuse  of  the 
service  and  that  those  of  the  representative  business  subscribers  who 
were  canvassed  with  a  view  to  eliminating  the  present  practice,  almost 
without  exception,  expressed  themselves  as  favorable  to  the  change  on 
condition,  however,  that  other  subscribers  in  the  same  line  of  business 
also  agree  to  the  proposed  change.  During  the  course  of  the  hearings 
considerable  opposition  developed,  however,  from  the  representatives 
of  both  of  the  cities  and  from  representatives  of  subscribers  of  both 
exchanges. 

Prom  the  evidence  in  this  case  it  appears  that  there  are  two  general 
classes  of  cases  in  which  the  service  is  used  by  the  public  or  is  accessible 
for  such  use. 

The  first  class  consists  of  cases  in  which  telephones  have  been  placed 
in  business  houses  or  other  places  of  a  more  or  less  public  or  semi- 
public  nature  for  the  convenience  of  the  public  generally,  but  chiefly 
for  the  accommodation  of  the  patrons  of  the  establishment  in  which 
they  are  located.  In  these  cases  the  use  of  the  service  is  solely  by  the 
public,  although  the  service  is  paid  for  by  the  subscriber  or  person  on 
whose  premises  and  under  whose  direction  the  service  was  installed  in 
the  form  of  a  flat  monthly  rate.  Separate  telephones  are  provided  in 
these  cases  for  the  use  of  the  subscriber  on  whose  premises  the  public 
telephone  is  located. 
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The  other  class  consists  of  cases  in  which  the  service  is  used  by  the 
subscriber  or  person  on  whose  premises  the  telephone  is  located,  the 
telephone  being  placed  in  a  location  where  it  is  accessible  for  use  by 
the  public  also.  In  these  cases  also  the  service  is  paid  for  by  the  sub- 
scriber in  the  form  of  a  flat  monthly  rate. 

In  both  classes  of  cases  no  charge  is  made  to  the  public  for  the  use 
of  the  service. 

Exhibits  filed  in  the  case  by  petitioner  show  that  as  of , the  dates  of 
the  hearings  there  were  29  telephones  of  the  first  class  mentioned  above 
and  279  of  the  second  class,  installed  and  in  use  in  Long  Beach  and  in 
San  Bernardino,  eight  of  the  first  and  194  of  the  second  class.  The 
total  number  of  telephones  of  all  classes  in  service  in  the  Long  Beach 
and  San  Bernardino  exchanges  is  approximately  11,000  and  2,000, 
respectively. 

The  percentages  to  total  telephones  in  service  of  telephones  accessible 
for  public  use  are  thus  shown  to  be  as  follows : 

Long  Beach: 

Telephones  used  by  public  only. 

Per  cent  of  total  telephones  used  in  Long  Beach 0.26 

Telephones  used  by  subscriber  and  public. 

Per  cent  of  total  telephones  in  Long  Beach 2,54 

Total  telephones  of  both  classes. 

Per  cent  of  total  telephones  in  Long  Beach 2.8 

San  Bernardino : 

Telephones  used  by  public  only. 

Per  cent   total   telephones   in    San   Bernardino .  0.4 

Telephones  used  by  subscriber  and  public. 

Per  cent  of  total  telephones  in   San  Bernardino 9.7 

Total  telephones  of  both  classes. 

Per  cent  of  total  telephones  in  San  Bernardino 10.1 

Long  Beach  and  San  Bernardino  comhined: 
Telephones  used  by  public  only. 

Per  cent  of  total  telephones  in  Long  Beach  and  San  Bernardino 0.28 

Telephones  used  by  subscriber  and  public. 

Per  cent  of  total  telephones  in  Long  Beach  and  San  Bernardino 3.64 

Total  telephones  of  both  classes. 

Per  cent  of  total  telephones  in  Long  Beach  and  San  Bernardino 3.92 

At  the  first  hearing  of  the  case,  held  on  July  14,  petitioner  filed  as 
Exhibit  No.  1  a  statement  of  traflSc  for  the  month  of  June  at  Long 
Beach.  From  this  statement  it  appears  that  the  average  number  of 
calls  answered  per  day  from  the  total  of  all  classes  of  telephones  in 
service  was  6.8,  while  the  average  from  the  flat-rate  telephones  used 
by  the  public  was  130.  It  was  disclosed  by  the  testimony  of  witnesses, 
however,  that  the  record  of  calls  from  public  telephones  was  taken 
from  only  11  of  such  stations,  these  stations  being  used  by  the  public 
only,  and  those  selected  for  the  record  of  calls  placed  were  the  most 
frequently  used  of  all  the  telephones  accessible  for  public  use  in  Long 
Beach. 

59—13711 
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No  record  was  presented  in  this  hearing  to  show  the  extent  to  which 
such  telephones  in  San  Bernardino  are  used.  Petitioner  was  accord- 
ingly directed  by  the  Commission  to  record  subsequent  service  observa- 
tions covering  a  broader  and  more  representative  showing  of  the  aver- 
age use  of  such  telephones.  These  observations  were  taken  by  petitioner 
and  filed  at  the  hearing  on  September  21  as  petitioner's  exhibits  No. 
2  for  San  Bernardino  and  No.  3  for  Long  Beach. 

The  observations  in  Long  Beach  were  taken  over  two  periods  of  four 
days  each  from  21  of  the  28  telephones  used  by  the  public  only,  includ- 
ing nine  of  the  11  previously  observed,  and  over  a  period  of  eight  days 
from  47  of  the  total  of  279  telephones  used  by  subscribers  and  the 
public. 

In  San  Bernardino  the  observations  cover  a  period  of  nine  days  from 
all  of  the  eight  stations  used  by  the  public  only,  and  varying  periods 
of  three  and  four  days  from  24  of  the  194  telephones  used  by  sub- 
scribers and  the  public. 

Similar  observations  were  also  recorded  from  a  limited  number  of 
telephones  not  accessible  to  public  use  in  Long  Beach  and  San  Ber- 
nardino. 

The  result  of  these  various  observations  recorded  by  petitioner  shows 
the  average  use  of  the  service,  expressed  in  number  of  calls  per  day,  as 
follows : 


Exhibit  No.  1 
Loner  Beach 

Exhibit  No.  3 
Long  Beach 

Exhibit  No.  2 
San  Bernardiao 

Number 

obeerva- 

tlona 

Average 

calls 
per  day 

Number 

obeerva- 

tions 

Average 

calls 
per  day 

Number 
observa- 
tions 

Average 

calls 
per  day 

Used  by  public  only 

Used  by  subscriber  and 
public  _—    — 

11 

130 

42 
47 
36 

78.1 
33.1 
15.5 

16 

25 

9 

34.8 
17^ 

Not  accessible  lor  pub- 
lic use 

8.5 

Service  observations  by  the  city  of  San  Bernardino  have  also  been 
recorded  and  filed  as  protestants'  exhibits  No.  1  and  No.  4. 

Protestants'  Exhibit  No.  1  shows  a  total  of  47  observations  recorded 
from  29  telephones  used  by  the  subscriber  and  the  public  with  an  aver- 
age of  8.5  calls  per  day  from  these  telephones.  Of  these  average  daUy 
calls  7.4  were  calls  used  by  the  subscriber  and  1.1  by  the  public.  Pro- 
testants' Exhibit  No.  4  shows  four  observations  from  three  of  the  eight 
telephones  in  San  Bernardino  used  by  the  public  only,  with  an  aver- 
age of  13  calls  per  day.  Similar  observations  by  protestants  in  Long 
Beach  were  not  presented. 

It  appears  from  the  exhibits  filed  by  petitioner  that  although  the 
average  daily  use  of  telephones  which  are  accessible  for  public  use  is 
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approximately  from  100  to  200  per  cent  greater  than  the  use  of  tele- 
phones which  are  not  accessible  for  public  use,  the  percentage  of  the 
former  to  the  total  telephones  in  service,  particularly  in  Long  Beach, 
is  so  low  as  to  be  of  no  particular  consequence  in  so  far  as  the  effect 
on  the  total  volume  of  traffic  is  concerned. 

In  San  Bernardino  the  same  comparative  use  of  telephones  acces- 
sible for  public  use  is  shown  by  petitioner's  exhibits,  and  the  percent- 
age of  these  telephones  to  the  total  telephones  in  service  is  considerably 
greater  than  in  Long  Beach.  The  exhibits  filed  by  the  city,  however, 
show  that  the  average  use  of  telephones  which  are  used  by  the  sub- 
scriber and  by  the  public  in  San  Bernardino  is  approximately  the  same 
that  the  petitioner's  exhibit  shows  for  telephones  used  by  subscribers 
only,  and  of  the  telephones  used  by  the  public  only,  the  observations 
recorded  by  the  city  show  the  use  to  be  but  38  per  cent  approximately 
of  that  shown  by  petitioner's  exhibit. 

It  is  urged  by  petitioner  that  much  of  the  use  to  which  these  tele- 
phones is  put  by  the  nonpaying  public  is  trivial  in  character,  and  that 
it  results  in  an  unwarranted  burden  on  the  traffic  during  the  hours  of 
peak  traffic  load,  reflecting  an  undesirable  and  detrimental  effect  on 
the  general  service. 

It  is  further  claimed  by  petitioner  that  it  will  entail  the  installation 
of  additional  central  office  equipment  and  the  employment  of  additional 
operators  if  continued.  Protestants  urge,  on  the  other  hand,  that  the 
service  is  not  used  for  trivial  purposes;  that  its  use  is  largely  by  per- 
sons having  telephones  at  other  locations  within  the  exchange  and  that 
so  far  as  those  telephones  that  are  provided  solely  for  the  use  of  the 
public  are  concerned,  not  only  are  they  an  asset  to  the  business  paying 
for  the  service  which  is  thus  afforded  the  public,  but  they  also  serve  to 
avoid  the  public  use  of  telephones  required  for  private  business  pur- 
poses. 

With  the  relatively  low  percentage  of  total  telephones  of  these  two 
classes  now  in  use,  even  though  the  amount  of  traffic  originating  from 
them  undoubtedly  is  very  considerably  heavier  than  the  average  traffic 
originating  from  other  subscribers'  stations,  petitioner's  contention 
that  their  continued  use  will  entail  additional  capital  outlay  and  oper- 
ating expenses  does  not  appear  to  be  tenable. 

It  is  true  that  if  petitioner  were  allowed  by  the  Commission  to  sub- 
stitute pay  stations  for  telephones  now  used  by  the  public  only  and 
paid  for  only  by  the  subscriber  that  the  public  use  of  telephones 
required  for  the  private  business  of  subscribers  could  be  avoided  as 
effectively  perhaps  as  by  the  present  practice. 

It  is  also  true  that  petitioner  should  not  be  required  to  provide  serv- 
ice for  the  public  without  adequate  payment  therefor,  but  the  ques- 
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tion  as  to  whether  the  rates  now  paid  by  petitioner's  subscribers  for 
service  furnished  the  public  are  adequate  rates  goes  to  the  reasonable- 
ness of  the.  present  rates.  That  question  is  not  at  issue  in  this  pro- 
ceeding. On  the  other  hand,  as  to  those  cases  in  which  subscribers 
permit  the  public  use  of  telephones  which  are  used  also  for  their  private 
business,  it  would  not  be  an  easy  matter  effectively  to  prohibit  or  regu- 
late such  joint  use,  and  if  petitioner  were  permitted  by  the  Commis- 
sion to  require  these  subscribers  to  make  use  of  pay  stations  for  their 
own  service  whenever  it  might  appear  that  the  service  would  be  acces- 
sible for  public  use,  such  permission  would  be  susceptible  of  abuse  and 
discrimination. 

It  is  my  opinion  that  the  substitution  of  pay  stations  for  flat  rate 
service  in  this  case  would  prove  more  harmful  than  beneficial  both  to 
petitioner  and  to  subscribers,  and  that  under  the  circumstances  the 
application  should  be  denied.    The  following  order  is  recommended : 

ORDER.    . 

Associated  Telephone  Company  having  filed  its  application  with  the 
Railroad  Commission  asking  leave  to  withdraw  certain  service  now 
provided  on  subscribers'  premises  at  flat  monthly  rates  for  public  use 
and  to  substitute  therefor  public  pay  stations,  and  asking  authority 
to  establish  a  rate  of  five  cents  for  each  local  call  originating  from  such 
public  pay  stations ;  public  hearings  having  been  held ;  the  Commission 
being  fully  apprised,  and  the  matter  having  been  submitted;  and 
it  appearing  to  the  Commission  as  set  forth  in  the  opinion  preceding 
this  order  that  the  application  should  be  denied; 

It  is  hereby  ordered,  that  the  application  herein  be  and  it  is  hereby 
denied. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  first  day  of  December,  1921. 
Decision  No.  9834. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  ONTARIO  POWER  CX)M- 
PANY  FOR  AN  ORDER  AUTHORIZING  THE  ISSUE  OF  SEVEN  PER 
CENT  SECURED  NOTES  AND  SEVEN  PER  CENT  PREFERRED 
STOCK. 


Application  No.  7271. 
Decided  December  3,  1921. 


Olenn  D,  Smithy  for  Applicant. 

By  the  Commission. 

OPINION. 

Ontario  Power  Company  asks  permission  to  issue  $44,500  face  value 

of  7  per  cent  serial  secured  notes  and  $20,000  par  value  of  7  per  cent 
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preferred  stock  and  use  the  proceeds  to  pay  the  cost'  of  constructing 
a  new  hydro-electric  generating  plant  and  the  installation  of  additions 
and  betterments.  It  intends  to  sell  the  notes  at  99  per  cent  of  their 
face  value  and  accrued  interest  and  the  stock  at  par. 

A  hearing  was  had  on  this  application  before  Examiner  Williams  on 
December  1  at  Los  Angeles. 

Ontario  Power  Company  has  an  authorized  stock  issue  of  $1,500,000, 
divided  into  $900,000  of  common  and  $600,000  of  7  per  cent  preferred. 
As  of  September  30,  1921,  applicant  reports  $380,000  of  common  and 
$188,720  of  preferred  stock  outstanding.  As  of  the  same  date,  appli- 
cant reports  outstanding  $280,000  of  5  per  cent  bonds  due  in  1932; 
$72,000  of  7  per  cent  unsecured  serial  notes  and  $15,500  of  7  per  cent 
secured  serial  notes.  Applicant's  current  liabilities  on  September  30 
were  less  than  its  current  assets. 

In  its  annual  reports  filed  with  the  Railroad  Commission  for  the 
three  years  ending  December  31,  1920,  applicant  shows  its  income  and 
expenditures  as  follows: 


191S 

1919 

1920 

Operating  revenues 

Operating  expenses 

$132,186  10 
79,019  14 

$159,360  52 
112,942  06 

$204,277  M 
124,599  54 

Net  operating  revenues 

Nonoperating  revenues 

$53,136  96 
1.127  26 

$46,418  46 
1,271  01 

$79,677  50 
1,726  61 

Gross  corporate  Income _ 

$54,264  22 

$478  07 

14,596  20 

215  23 

$47,689  47 

$18  06 

15,978  34 

233  34 

$81,404  11 

Deductions- 
Uncollectible  bills 

$281  40 

Interest  on  funded  debt _ 

Miscellaneous 

19,670  00 
633  51 

Total  deductions  __ 

Available  for  dividends,  etc 

$15,289  50 
$38,974  72 

$16,229  74 
$31,459  73 

$20,584  91 
$60,819  20 

Glenn  D.  Smith,  applicant's  generaL  manager,  testified  that  appli- 
cant's net  earnings  for  1921  will  be  in  excess  of  those  for  1920. 

The  Railroad  Commission  by  Decision  No.  9274,  dated  July  27,  1921, 
in  Application  No.  7024,  authorized  applicant  to  execute  a  deed  of 
trust  to  secure  an  issue  of  $60,000  of  7  per  cent  serial  notes  payable 
in  equal  annual  installments  of  $4,000  per  annum  from  October  1  of 
each  of  the  years  1922  to  1936,  inclusive.  The  Commission  by  Decision 
No.  9274  also  authorized  applicant  to  issue  $15,500  of  the  notes  to 
acquire  **Lot  5,  block  4,  and  lots  1,  2  and  18,  block  20,  San  Antonio 
Heights  Tract;  the  steel  pipe  line  from  the  north  part  of  lot  8,  block 
36,  to  the  south  line  of  lot  1,  block  20,  San  Antonio  Heights  Tract,  and 
the  power  rights  formerly  owned  by  Pacific  Electric  Company." 
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Applicant  now  intends  to  issue  the  remaining  $44,500  of  7  per  cent 
secured  notes  for  the  purpose  of  building  a  hydro-electric  generating 
station  on  lot  5,  block  4,  of  San  Antonio  Heights  Tract.  The  cost  of 
the  power  plant  and  appurtenances  is  estimated  at  $44,279.  The  gen- 
erating station,  applicant  reports,  **will  be  25x30  feet,  one  story,  con- 
crete construction,  with  concrete  roof,  and  the  equipment  will  be  a 
500-horsepower  Pelton  impulse  water  wheel,  with  direct-connected 
400-kilovolt  ampere  generator  and  exciter.  The  generating  staticm  will 
be  a  combination  of  remote  and  automatic  control."  Applicant's  gen- 
eral manager  estimated  the  annual  output  of  the  proposed  station  at 
2,250,000  kilowatt  hours.  He  reports  that  the  output  of  applicant's 
plants  is  at  present  inadequate  to  meet  the  demands  of  its  consumers 
and  that  it  is  necessary  for  applicant  to  purchase  approximately 
5,000,000  kilowatt  hours  of  electrical  energy  from  the  Southern  Cali- 
fornia Edison  Company.  He  further  reports  that  the  cost  of  produc- 
ing electrical  energy  by  the  new  plant  will  be  substantially  less  than 
the  cost  of  purchasing  energy  from  the  Edison  Company. 

Applicant  reports  in  its  Exhibit  **A"  that  during  June,  July, 
August  and  September,  1921,  it  expended  for  extensions,  additions  and 
betterments  $23,161.75.  On  account  of  these  expenditures,  it  asks 
permission  to  use  some  of  the  proceeds  obtained  from  the  sale  of  its 
preferred  stock  and  notes  to  reimburse  its  treasury. 
.  The  records  of  the  Commission  show  that  applicant  under  date  of 
August  1,  1921,  paid  a  fee  on  the  $60,000  of  7  per  cent  serial  notes, 
which  may  be  issued  under  the  deed  of  trust,  which  the  Commission 
by  Decision  No.  9274  authorized  applicant  to  execute.  No  additional 
fee  need  therefore  be  paid  on  the  notes  herein  authorized  to  be  issued. 

ORDER. 

Ontario  Power  Company  having  applied  to  the  Railroad  Commission 
for  permission  to  issue  $44,500  face  value  of  notes  and  $20,000  par 
value  of  preferred  stock,  a  public  hearing  having  been  held  and  the 
Commission  being  of  the  opinion  that  the  money,  property  or  labor  to 
be  procured  or  paid  for  by  such  issue  is  reasonably  required  by  appli- 
cant and  that  the  expenditures  herein  authorized  ai^  not  in  whole  or 
in  part  reasonably  chargeable  to  operating  expenses  or  to  income; 

It  is  hereby  ordered,  that  Ontario  Power  Company  be  and  it  is 
hereby  authorized  to  issue  $44,500  face  value  of  its  7  per  cent  serial 
secured  notes  and  $20,000  par  value  of  its  7  per  cent  preferred  stock. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  The  notes  herein  authorized  to  be  issued  shall  be  sold  by  appli- 
cant, for  cash,  at  not  less  than  99  per  cent  of  their  face  value  and 
accrued  interest  and  the  stock  herein  authorized  to  be  issued  shall  be 
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sold  by  applicant,  for  cash,  at  not  less  than  its  par  value.  Approxi- 
mately $44,279  of  the  proceeds  realized  from  the  sale  of  the  notes  and 
stock  herein  authorized  to  be  issued  may  be  used  by  applicant  to  pay 
the  cost  of  constructing  the  hydro-electric  plant  described  in  this 
application.  The  proceeds  not  used  for  the  purpose  of  constructing 
said  hydro-electric  plant  may  be  used  by  applicant  to  reimburse  its 
treasury  in  whole  or  in  part  on  account  of  earnings  expended  to  pay 
the  cost  of  extensions,  additions  and  betterments  installed  during 
June,  July,  August  and  September,  1921,  and  described  in  Exhibit 
**A,''  attached  hereto. 

2.  Ontario  Power  Company  shall  keep  such  record  of  the  issue  and 
sale  of  the  notes  and  stock  herein  authorized  and  of  the  disposition  of 
the  proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day 
of  each  month  a  verified  report,  as  required  by  the  Railroad  Commis- 
sion's General  Order  No.  24,  which  order,  in  so  far  as  applicable,  is 
made  a  part  of  this  order. 

3.  The  authority  herein  granted  will  apply  only  to  such  notes  and 
stock  as  may  be  issued,  sold  and  delivered  on  or  before  March  1,  1922. 

Dated  at  San  Francisco,  California,  this  third  day  of  December, 
1921. 


Decision  No.  9836. 


IN  THE  MATTER  OF  THE  INVESTIGATION  OF  THE  GAS  RATES, 
SERVICE  AND  OPERATIONS  OF  CONTRA  COSTA  GAS  COMPANy, 
ON  THE  COMMISSION'S  OWN  MOTION. 


Case  No.  1653. 
Decided  December  3,  1921. 


By  the  Commission. 

OPINION  ON  PETITION   FOR  REHEARING. 

Contra  Costa  Gas  Company  has  filed,  under  date  of  November  17, 
1921,  a  petition  for  rehearing  in  connection  with  Decision  No.  9725 
in  the  above  entitled  matter. 

Petitioner  for  rehearing  alleges  in  effect  that  the  rates  fixed  in  the 
Commission's  Decision  No.  9725  are  unreasonably  low  and  confiscatory; 
that  at  no  time  since  its  inception  has  the  company  earned  a  fair  and 
adequate  return  upon  its  investment ;  that  only  since  the  recent  reduc- 
tion in  the  price  of  oil  would  it  have  an  opportunity  of  obtaining  such 
a  return  provided  the  existing  rates  remain  effective;  that  the  reduced 
rates  as  ordered  in  Decision  No.  9725  would  deprive  the  company  of 
the  opportunity  of  earning  a  reasonable  return  and  compel  it  to  render 
service  to  the  public  at  a  rate  less  than  fair  and  less  than  the  service 
furnished  is  reasonably  worth. 
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Petitioner  contends  in  general  that  there  are  three  factors  to  be  con- 
sidered in  connection  herewith:  First,  the  value  of  the  property  of 
the  Contra  Costa  Gas  Company  used  and  useful  in  serving  the  pub- 
lic; second,  the  rate  of  return  which  it  should  be  permitted  to  earn 
over  and  above  operating  expenses;  third,  the  reasonableness  of  the 
rates  charged  by  the  company  for  service  to  its  consumers. 

Applicant  introduced  a  statement  of  investment  totaling  approxi- 
mately $8,600  in  excess  of  the  total  figure  of  $362,500  allowed  by  the 
Commission.  In  this  figure  applicant  has  included  in  working  cash 
capital  an  amount  based  upon  operating  expenses,  including  taxes  and 
fuel  oil,  the  first  of  which  has  not  been  found  to  be  reasonably  included 
in  determining  working  cash  capital,  and  the  second  was  considered 
and  allowance  made  under  the  item  of  materials  and  supplies.  It  does 
not  appear  that  this  contention  regarding  a  higher  investment  figure  is 
reasonable. 

Certain  reductions  were  made  in  the  operating  expenses  below  the 
estimate  submitted  by  the  company,  mainly  in  the  items  of  production 
repairs,  distribution  and  commercial  expense.  A  reanalysis  of  the 
evidence  shows  that  the  production  repairs  estimated  by  petitioner 
were  based  upon  abnormal  conditions  of  repairs  and  that  as  to  future 
conditions  this  item  should  be  reduced,  especially  in  view  of  the  ten- 
dency to  reduced  output  of  gas.  Distribution  expense  estimates  as 
made  in  the  Commission's  decision  appear  reasonable  at  this  time  as 
well  -as  when  applied  to  future  conditions,  especially  when  it  is  con- 
sidered that  distribution  and  operating  expenses  have  been  abnormally 
high.  We  do  not  find  that  there  should  be  any  modification  in  the 
Commission's  former  estimates  of  operating  expense. 

Relative  to  the  rate  of  return  which  applicant  contends  is  below 
what  is  reasonable,  it  appears  from  the  evidence  as  presented  in  the 
original  case  that  there  has  been  a  reduction  in  the  use  of  gas  by  con- 
sumers, although  only  a  small  reduction  in  the  number  of  consumers, 
owing  to  the  economic  depression  existing  in  the  territory  served. 
Applicant  has  not  received  a  full  return  upon  its  investment  in  the 
past  due  to  various  causes,  an  important  one  being  the  quality  of  serv- 
ice rendered,  which  has  caused  considerable  complaint  and  delayed 
increasing  rates  when  they  would  otherwise  be  justified.  The  value  of 
service  does  not  appear  to  be  worth  more  than  the  rates  heretofore 
fixed  in  Decision  No.  9725.  Without  a  building  up  of  better  service 
quality  and  public  relations  the  company  can  not  expect  a  greater 
return,  but  with  a  continued  good  service  condition  an  increase  in 
return  should  occur  under  existing  rates. 
We  find  no  good  reason  for  granting  a  rehearing  in  this  matter. 
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ORDER. 

Contra  Costa  Gas  Company  having  filed  a  petition  for  rehearing  in 
the  above  entitled  matter  and  the  Commission  finding  that  no  good 
reason  exists  justifying  a  rehearing; 

It  is  hereby  ordered,  that  the  petition  of  Contra  Costa  Gas  Company 
for  rehearing  is  hereby  denied. 

Dated  at  San  Francisco,  California,  this  third  day  of  December, 
1921. 


Decision  No.  9838. 

THE  municipal  LEAGUE 

vs, 

SOUTHERN  PACIFIC  COMPANY;  THE  ATCHISON,  TOPEKA  AND 
SANTA  FE  RAILWAY  COMPANY,  AND  SAN  PEDRO,  LOS  ANGELES 
AND   SALT  LAKE  RAILROAD  COMPANY. 

Case  No.  970. 

CENTRAL    DEVELOPMENT    ASSOCIATION    OF    LOS    ANGELES 

VS. 
SOUTHERN     PACIFIC     COMPANY;     THE     ATCHISON,     TOPEKA     AND 
SANTA  FE  RAILWAY  COMPANY,  AND  SAN  PEDRO,  LOS  ANGELES 
AND   SALT  LAKE   RAILROAD  COMPANY. 

Case  No.  971. 

CIVIC  CENTER  ASSOCIATION  OF  LOS  ANGELES 
vs, 
SOUTHERN     PACIFIC     COMPANY;     THE     ATCHISON,     TOPEKA     AND 
SANTA  FE  RAILWAY  COMPANY,  AND  SAN  PEDRO,  LOS  ANGELES 
AND   SALT  LAKE   RAILROAD  COMPANY. 

Case  No.  972. 

CITY  OF  PASADENA,  A  MUNICIPAL  CORPORATION, 

VS. 
PACIFIC  ELECTRIC  RAILWAY  COMPANY;  SOUTHERN  PACIFIC  COM- 
PANY; ATCHISON,  TOPEKA  AND  SANTA  FE  RAILWAY  COMPANY; 
SAN  PEDRO,  LOS  ANGELES  AND  SALT  LAKE  RAILROAD  COM- 
PANY, AND  CITY  OF  LOS  ANGELES. 

Case  No.  974. 

CITY  OF  ALIIAMBRA,  A  MUNICIPAL  CORPORATION, 

VS. 
PACIFIC   ELECTRIC   RAILWAY   COMPANY;    SOUTHERN   PACIFIC  COM- 
PANY; ATCHISON,  TOPEKA  AND  SANTA  FE  RAILWAY  COMPANY; 
SAN   PEDRO,    LOS    ANGELES    AND    SALT    LAKE    RAILROAD   COM- 
PANY, AND  CITY  OF  LOS  ANGELES. 

Case  No.  980. 

CITY  OF  SAN  GABRIEL,  A  MUNICIPAL  CORPORATION, 

VS. 
PACIFIC  ELECTRIC   RAILWAY   COMPANY;    SOUTHERN   PACIFIC  COM- 
PANY; ATCHISON,  TOPEKA  AND  SANTA  FE  RAILWAY  COMPANY; 
SAN    PEDRO,    LOS    ANGELES    AND    SALT    LAKE    RAILROAD   COM- 
PANY, AND  CITY  OF  LOS  ANGELES. 

Case  No.  981. 
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CITY   OF   SOUTH   PASADENA,   A  MUNICIPAL  CORPORATION, 

VS. 
PACIFIC   ELECTRIC   RAILWAY   COMPANY;    SOUTHERN   PACIFIC  COM- 
PANY ;  ATCHISON,  TOPEKA  AND  SANTA  FE  RAILWAY  COMPANY ; 
SAN   PEDRO,    LOS    ANGELES   AND    SALT    LAKE    RAILROAD   COM- 
PANY, AND  CITY  OF  LOS  ANGELES. 

Case  No.'  983. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  PACIFIC  RAIL- 
ROAD COMPANY,  SOUTHERN  PACIFIC  COMPANY  AND  LOS 
ANGELES  AND  SALT  LAKE  RAILROAD  COMPANY  FOR  APPROVAL 
OF  AGREEMENT  FOR  JOINT  TERMINAL  FACILITIES  IN  LOS 
ANGELES,  CALIFORNIA. 


Application  No.  3346. 
Decided  December  6,  1921. 


Jurisdiction. — It  is  held  that  the  Commission  has  full  jurisdiction  to  require  the 
construction  of  a  union  depot,  and  that  the  order  does  not  amount  to  the 
taking  of  private  property  for  public  use  without  just  compensation,  nor  dotns 
it  take  private  property  without  due  process  of  law. 

Grade  Crossings — Elimination  of. — ^The  decision  and  order  in  this  proceeding 
are  based  upon  the  facts  that  the  safety,  convenience  and  necessity  of  the 
general  traveling  public,  employees  of  carriers  and  the  people  of  Los  Angeles 
require  the  elimination  of  grade  crossings  and  the  construction  of  a  union 
passenger  depot. 

Gibhon  and  Shelton^  for  Municipal  League  of  the  City  of  Los  Angeles,  Central 
Development  Association  of  Los  Angeles  and  Civic  Center  Association  of 
Los  Angeles. 

Marshall  Stimson,  for  Central  Development  Association  of  Los  Angeles  and  Munici- 
pal League  of  Los  Angeles. 

Seward  A.  SimoHSj  for  Central  Development  Association  of  Los  Angeles. 

Joseph  Scott  and  Edioard  D,  Layma^t,  for  Los  Angeles  Chamber  of  Commerce. 

John  Munger  and  J.  H.  Howard^  for  City  of  Pasadena. 

Albert  Z/cc  SteplvenSy  Howard  A.  Robertson,  Chas,  S.  Bumellj  Jess  E,  Stephens  and 
H.  Z.  Osborne,  Jr.,  for  City  of  Los  Angeles. 

T.  D,  McFadden,  for  City  of  San  Gabriel. 

William  Mazlett,  City  Attorney,  for  City  of  South  Pasadena. 

A.  8,  Halsted,  for  Los  Angeles  and  Salt  Lake  Railroad  Company. 

C.  W.  Durbrow  and  Oeorge  ./>.  Squires,  for  Southern  Pacific  Company. 

E,  W,  Camp  and  U,  T.  Clot  fetter,  for  The  Atchison,  Topeka  and  Santa  Fe  Railway 

Company. 
Frank  Karr  and  E.  E.  Morris,  for  Pacific  Electric  Railway. 
R.  A.  Rowan,  for  Los  Angeles  Realty  Board. 
Fred  P.  Gregson,  for  Associated  Jobbers  of  Los  Angeles. 

F.  M.  Hilton  and  G.  M.  Lorraine,  for  City  of  Alhambra. 
Gibson,  Dunn  and  Crutcher,  for  Los  Angeles  Railway. 

W.  H.  Workman,  Jr.,  for  Los  Angeles  City  and  County  Viaducts  Association. 

Will  D.  Gould,  President,  for  Northwest  Improvement  Association. 

Charles  W.  Lryon,  for  City  of  Santa  Monica  and  City  of  Venice. 

Herbert  J.  Goudgc,  for  Business  Men's  Association  of  Los  Angeles. 

W.  C.  Shelton,  for  Business  Men's  Cooperative  Association. 

R.  W.  Kelly,  for  Brooklyn  Avenue  and  Malabar  Improvement  Association. 

Leonard  B.  Slosson,  for  Municipal  League  of  the  City  of  Los  Angeles. 

George  A.  Damon,  for  City  Planning  Association. 

Gordon  G.  Dunlop,  Chairman  of  Los  Angeles  Conference  of  City  Planning. 

J,  G.  Wingert,  for  City  of  Whittier. 

B.  M.  Page,  for  Business  Men's'  Stability  Association. 

By  the  Commission. 
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OPINION. 

Decision  in  the  above  entitled  proceedings,  as  consolidated  at  the 
original  hearing,  has  been  heretofore  rendered  (Decision  No.  8901). 
Upon  the  filing  by  all  of  the  defendants  of  petitions  for  rehearing, 
and  after  hearing  and  argument  thereon,  it  became  apparent  that  cer- 
tain modifications  of  the  original  findings  and  order  were  necessary, 
and  for  that  purpose  a  rehearing  was  granted. 

In  view  of  the  exhaustive  investigation  that  has  been  made  and  the 
full  and  complete  presentation  of  evidence  by  all  parties  at  the  former 
hearings,  and  the  further  fact  that  the  Commission  has  viewed  the 
premises  and  is  thoroughly  familiar  with  the  physical  conditions,  it  is 
not  considered  necessary  to  reopen  the  case  for  the  taking  of  further 
evidence.  At  the  request  of  the  Commission,  there  have  been  filed  by 
ell  parties  written  stipulations  that  all  the  evidence  and  arguments 
taken  at  former  hearings  might  he  considered  as  the  evidence  and 
record  on  rehearing. 

In  the  former  opinion,  the  facts  relative  to  grade-crossing  elimina- 
tion and  the  union  passenger  depot  were  thoroughly  discussed  and  the 
reasons  generally  upon  which  the  Commission  based  its  findings  were 
set  forth.  In  addition  to  this  it  was  deemed  necessary,  inasmuch  as  the 
various  complainants  and  the  city  had  asked  the  Commission  to  make 
a  comprehensive  investigation  of  the  entire  railroad  situation  in  Los 
Angeles,  to  discuss  all  aspects  of  the  transportation  problem  from  the 
standpoint  of  both  immediate  and  future  needs  and  to  include  some 
suggestions  relative  to  future  developments,  which  necessarily  could 
not  be  included  in  the  order.  In  view  of  the  fact  that  the  work  done 
and  the  investigation  made  in  this  case  may  be  the  basis,  in  part  at 
least,  for  supplemental  orders  that  may  be  necessary  to  th6  carrying 
out  of  the  general  scheme  of  traffic  reorganization  in  Los  Angeles  asked 
for  by  complainants,  all  that  was  said  in  the  former  opinion  is  now 
considered  pertinent  and  of  value  herein  and  the  same  is  therefore 
approved,  except  as  herein  modified. 

It  is  only  necessary  here  to  consider  the  questions  which  were  pre- 
sented in  the  petitions  and  arguments  for  rehearing  and  in  particular 
those  which  make  a  modification  of  the  findings  and  order  necessary. 

1.  Pacific  Electric.  It  is  complained  that  as  to  the  Pacific  Electric 
the  order  is  unlawful  in  that  it  requires  participation  in  the  construc- 
tion of  a  union  station  and  in  the  separation  of  grades  at  Macy  and 
Seventh  streets,  whereas  the  evidence  shows  that  the  Pacific  Electric 
has  no  interest  in  a  union  station  at  all  and  maintains  no  tracks  on 
the  streets  mentioned.  A  careful  review  of  the  record  leads  us  to  con- 
clude that  there  was  not  sufficient  evidence  upon  which  to  base  the 
findings  and  order  that  the  Pacific  Electric  should  participate  in  the 
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construction  of  a  union  terminal  at  the  plaza.  The  Pacific  Electric 
will,  therefore,  be  eliminated  from  that  part  of  the  order.  As  to  grade 
crossings,  it  was,  of  course,  not  contemplated  that  the  Pacific  Electric 
should  participate  in  any  construction  at  crossing  where  it  has  no 
tracks ;  however,  in  order  that  there  may  be  no  misunderstanding,  the 
order  will  be  modified  in  that  particular  and  the  Pacific  Electric  Com- 
pany will  be  specifically  required  to  participate  in  the  separation  of 
grade  crossings  at  Aliso  street  and  the  Los  Angeles  River,  in  accordance 
with  the  relief  asked  in  Cases  974,  980,  981  and  983.  Inasmuch  as 
the  suspension  of  the  original  order  automatically  suspended  the  dis- 
missal of  these  four  cases  and  reinstated  them,  that  part  of  the  order 
dismissing  these  cases  will  be  omitted  from  the  present  order,  and  the 
decision  and  order  herein  will  be  the  decision  and  order  in  said  four 
cases  as  consolidated  in  the  entire  proceeding. 

2.  Grade  crossing  separation.  No  special  complaint  was  made  in . 
the  petitions  for  rehearing  or  in  the  oral  arguments  thereon  concern- 
ing that  part  of  the  order  which  required  the  separation  of  grade 
crossings.  It  was  admitted  by  all  parties  that  the  grade  crossings  are 
dangerous  and  that  there  is  abundant  evidence  to  show  that  public 
convenience  and  necessity  require  the  elimination  of  all  the  grade 
crossings  mentioned  in  the  order.  It  was  stated  by  counsel  for  the 
Southern  Pacific  Company,  in  argument  upon  rehearing,  that  **So  far 
as  the  grade  crossing  elimination  is  concerned,  we  have  from  the  very 
beginning  been  frank  in  stating  that  it  was  the  desire  of  carriers  to 
fully  cooperate  to  the  fullest  extent  in  eliminating  the  condition  which 
now  exists. "  By  the  filing  of  Application  No.  3346  three  of  the  carriers, 
the  Southern  Pacific  Company,  Los  Angeles  and  Salt  Lake  Railroad 
Company,  and  Pacific  Electric  Company,  practically  admitted  that  the 
only  effective  method  of  eliminating  the  grade  crossing  evil  from  Ala- 
meda street  is  to  remove  all  railroad  traffic  (except  freight  switching 
during  limited  hours)  from  that  street.  These  carriers  propose  in  this 
application  to  do  this  by  making  the  present  Southern  Pacific  station 
a  partially  unified  terminal  and  bringing  trains  to  it  by  means  of  a 
trestle  direct  from  the  Los  Angeles  River.  The  Commission  found, 
and  its  finding  was  supported  by  abundant  evidence,  that  this  plan 
did  not  eliminate  all  the  grade  crossings,  and  that  it  only  provided  for 
a  partial  and  unsatisfactory  solution  of  the  terminal  question.  The 
Commission  was,  however,  also  of  the  opinion  that  the  only  method  of 
eliminating  grade  crossings  from  Alameda  street  is  to  remove  all  main- 
line traffic  therefrom,  but  found  that  this  can  only  be  safely,  effectively 
and  satisfactorily  accomplished  by  the  construction  of  a  depot  at  the 
plaza.    A  review  of  the  record  convinces  us  that  this  finding  is  amply 
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supported  by  evidence.    The  former  findings  and  order  as  to  grade 
crossings  will,  therefore,  remain  substantially  unchanged. 

3.  Union  terminal.  All  the  constitutional  questions  and  the  ques- 
tions relating  to  jurisdiction  that  were  urged  by  the  carriers  upon 
rehearing  relate  to  that  part  of  the  order  requiring  the  construction  of 
a  union  depot.  Without  going  into  an  extended  discussion  of  the 
questions  involved,  we  may  say  that  we  are  satisfied  that  the  order  does 
not  amount  to  a  taking  of  private  property  for  public  use  without  just 
compensation,  nor  does  it  take  property  without  due  process  of  law, 
or  deny  defendants  equal  protection  of  the  law.  We  are  also  satisfied 
that  the  Commission  has  full  jurisdiction  of  the  subject  matter  of  the 
order  and  that  its  authority  to  make  the  order  has  not  been  taken  away 
or  impaired  by  federal  statutes. 

It  was  urged  by  the  carriers  that  the  order  requiring  a  union  pas- 
senger depot  at  the  plaza  is  without  support  in  the  evidence  and  that 
the  Commission  disregarded  the  evidence  of  carriers  and  relied  exclu- 
sively upon  the  report  of  the  Commission's  own  engineer.  The  Com- 
mission has  given  this  claim  careful  consideration.  Five  detailed  plans 
for  a  union  terminal  were  introduced  in  evidence  by  five  different  wit- 
nesses. They  were  the  Hawgood  plan,  the  Barnard  plan,  the  Storrow 
plan,  the  Southern  Pacific-Salt  Lake  plan  and  the  Sachse  plan.  With 
the  exception  of  the  Southern  Pacific-Salt  Lake  plan,  all  of  these  plans 
called  for  a  union  passenger  depot  at  the  plaza,  but  differed  as  to  the 
exact  location  of  the  depot  and  the*  arrangement  of  tracks,  approaches, 
etc.  In  addition  to  these,  the  so-called  Arnold  report  was  introduced 
and  there  was  much  other  evidence,  all  supporting  the  general  proposi- 
tion that  a  union  depot  at  the  plaza  was  necessary.  The  Commission 
did  not  rely  solely  on  the  report  of  its  own  engineer,  nor  did  it  adopt 
the  Sachse  plan  in  all  its  particulars,  but,  in  accordance  with  the 
overwhelming  preponderance  of  the  evidence,  the  Commission  did 
order  a  union  depot  at  the  general  site  of  the  plaza,  and  left  the  exact 
location  of  the  depot,  tracks,  approaches,  etc.,  to  be  determined  by  the 
carriers  themselves,  subject  only  to  the  final  approval*  of  the  Com- 
mission. 

That  public  convenience  and  necessity  require  the  construction  of  a 
union  depot  at  the  plaza  is  supported  by  abundant  evidence.  The  very 
first  witness  who  took  the  stand,  Mr.  Storrow,  began  by  stating  that 
any  comprehensive  plan  for  the  entire  elimination  of  grade  crossings 
involved  the  construction  of  a  new  union  depot,  and  that  such  a  plan 
for  grade-crossing  elimination  was  not  applicable  to  any  location  for 
a  union  depot  except  the  plaza.  Much  testimony  was  thereafter  given, 
and  much  argument  made  to  the  effect  that  a  complete  and  satisfac- 
tory solution  of  the  grade-crossing  situation  was  dependent  upon  a 
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union  depot  at  the  plaza,  and  the  Commission  finds  this  to  be  the  fact. 
That  such  a  finding  is  amply  supported  by  the  evidence  we  entertain 
no  doubt. 

The  evidence  was  equally  clear  as  to  the  inadequacy  of  the  present 
passenger  depots  of  the  carriers.  The  Los  Angeles  and  Salt  Lake  Rail- 
road Company's  depot  is  admittedly  inadequate.  Built  in  1891,  at  an 
estimated  cost  of  $10,000,  it  is  shamefully  lacking  in  every  particular 
necessary  to  satisfy  the  requirements  of  public  convenience  and  neces- 
sity of  a  city  of  six  hundred  thousand  people.  The  Santa  Pe  depot, 
built  in  1893,  at  an  estimated  cost  of  $50,000,  now  provides  scant  facili- 
ties for  the  use  of  passengers,  and  is  also  wholly  inadequate  for  present 
and  future  needs.  As  to  the  Southern  Pacific  depot,  its  continued  use 
does  not  conform  to  any  satisfactory  plan  for  the  elimination  of  the 
grade  crossings  on  Alameda  street.  The  imperative  public  necessity  for 
the  elimination  of  these  grade  crossings  is  a  complete  answer  to  the 
claim  that  the  order  requiring  the  abandonment  of  this  depot  amounts 
to  a  taking  of  property  without  compensation. 

In  arguments  on  rehearing,  considerable  stress  was  laid  upon  the 
alleged  cost  of  a  union  passenger  station  at  the  plaza.  The  matter  of 
cost  was  thoroughly  discussed  in  the  former  opinion;  it  only  remains 
to  add  that  a  very  large  expenditure  on  the  part  of  all  the  carriers  will 
be  immediately  necessary,  irrespective  of  what  plan  the  Commission 
might  adopt.  Under  the  Southern  Pacific  and  Salt  Lake's  own  plan, 
approximately  $17,000,000  would  have  to  be  expended.  The  Commis- 
sion is  convinced  that  the  needs  of  the  public  will  not  be  met  by  this 
plan,  but  believes,  on  the  contrary,  that  public  convenience  and  neces- 
sity require  a  complete  and  satisfactory  solution  of  the  grade-crossing 
and  terminal  questions,  and  that,  therefore,  public  convenience  and 
necessity  not  only  justify,  but  require  the  added  expense  necessary  to 
such  a  solution. 

Objection  was  made  by  the  carriers  to  that  portion  of  the  order 
which  requires  the  appointment  of  a  representative  committee,  to 
which  is  to  be  delegated  authority  to  prepare  plans.  On  further 
consideration,  the  Commission  has  determined  to  modify  the  order 
in  this  regard  and  the  order  will  be  made,  directing  the  carriers  them- 
selves to  prepare  and  submit  plans  and  estimates  of  cost  without 
the  interposition  of  a  representative  committee. 

No  special  reference  was  made  in  the  former  order  to  the  part 
the  city  of  Los  Angeles  should  bear  in  the  expense  of  eliminating  the 
grade  crossings  along  the  Los  Angeles  River.  It  was,  of  course, 
understood  by  all  parties  that  the  city  would  pay  a  proportionate 
share  this  expense.  On  further  consideration  the  Commission 
has  determined  that  the  city  should  be  specifically  included  in  the 
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order,  and  required  to  participate  in  the  filing  of  the  statement  show- 
ing proportionate  cost  which  each  of  the  defendants  and  the  city  is 
to  pay. 

CJonsiderable  evidence  was  introduced  by  various  parties  concern- 
ing architectural  beauty,  improvement  of  real  estate  values,  civic 
pride,  and  similar  matters  in  connection  with  ^  union  passenger 
station  at  the  plaza.  The  Commission  desires  to  make  it  plain  that  no 
evidence  of  this  character  was  considered  of  any  importance  in  deter- 
mining what  the  order  should  be,  nor  are  any  of  these  matters  made 
the  basis  of  the  decision  in  this  case.  The  decision  and  order  herein 
are  based  upon  the  facts  that  the  safety,  comfort,  convenience  and 
necessity  of  the  general  public  traveling  across  the  grade  crossings 
of  the  defendant  carriers,  also  of  the  passengers  and  employees  on  the 
trains  of  said  carriers,  and  also  of  the  public  utilizing  passenger 
facilities  in  the  city  of  Los  Angeles,  require  the  elimination  of  grade 
crossings  and  the  construction  of  a  union  passenger  depot,  as  directed 
in  the  following  order. 

FINDINGS  AND  ORDER. 

Complaints  having  been  filed  by  the  ^Municipal  League,  Central 
Development  Association,  Civic  Center  Association,  and  the  cities  of 
Pasadena,  Alh-ambra,  San  Gabriel  and  South  Pasadena,  and  an  appli- 
oation  filed  by  the  Southern  Pacific  Company  and  the  Los  Angeles 
and  Salt  Lake  Railroad  Company,  and  all  of  these  complaints  and 
said  application  having  been  consolidated  in  this  proceeding,  and 
an  exhaustive  investigation  into  all  of  the  matters  connected  therewith 
having  been  made  by  the  Commission,  public  hearings  having  been 
held  and  the  matters  submitted  for  decision,  the  Commission  now 
makes  its  findings  of  fact  as  follows: 

1.  That  the  existing  grade  crossings  of  the  Southern  Pacific  Com- 
pany's tracks  on  Alameda  street,  at  College  street.  North  Main  street, 
Macy  street,  Aliso  street,  Commercial  street,  Jackson  street,  East 
First  street,  East  Second  street,  East  Third  street,  East  Fourth  street, 
East  Sixth  street.  Industrial  street.  East  Seventh  street.  East  Eighth 
street.  East  Ninth  street,  East  Fourteenth  street  and  East  Fifteenth 
street,  in  the  city  of  Los  Angeles,  and  certain  existing  grade  crossings 
adjacent  to  the  Los  Angeles  River  in  the  city  of  Los  Angeles,  to  wit : 
the  crossing  of  Macy  street  by  the  tracks  of  The  Atchison,  Topeka 
and  Santa  Fe  Railway  Company  and  by  the  tracks  of  the  Los  Angeles 
and  Salt  Lake  Railroad  Company,  the  crossing  of  Aliso  street  and 
of  the  tracks  of  the  Pacific  Electric  Railway  Company  thereon  by 
the  tracks  of  The  Atchison,  Topeka  and  Santa  Fe  Railway  Company 
and  by  the  tracks  of  the  Los  Angeles  and  Salt  Lake  Railroad  Company 
and  the  crossing  of  Seventh  street  by  the  tracks  of  The  Atchison,- 
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Topeka  and  Santa  Fe  Bailway  Company  and  by  the  tracks  of  the 
Los  Angeles  and  Salt  Lake  Railroad  Company  are  unsafe,  and  the 
continued  use  thereof  for  the  movement  of  trains  by  the  said  respective 
carriers  using  such  crossings  endangers  the  employees  of  said  carriers 
and  the  public  generally;  and  that  public  interest,  safety,  convenience 
and  necessity  require  that  all  such  dangerous  conditions  at  said  cross- 
ings be  eliminated. 

2.  That  the  existing  passenger  stations  of  The  Atchison,  Topeka 
and  Santa  Fe  Railway  Company  at  East  Second  street  and  Santa 
Fe  avenue  in  the  city  of  Los  Angeles,  and  of  the  Los  Angeles  and 
Salt  Lake  Railroad  Company  at  East  First  street  near  the  east  bank 
of  the  Los  Angeles  River  in  the  city  of  Los  Angeles,  are  improi>er, 
inadequate  and  insufficient  to  promote  the  security,  convenience  and 
necessity  of  the  public.  That  the  existing  depot  of  the  Southern  Pacific 
Company  at  Fifth  and  Alameda  streets  in  the  city  of  Los  Angeles  does 
not  conform  to  the  plan  for  the  elimination  of  said  dangerous  rail- 
road grade  crossings  in  the  city  of  Los  Angeles  herein  found  to  be 
required  by  public  safety,  convenience  and  necessity. 

3.  That  in  order  to  eliminate  the  dangerous  grade  crossings  here- 
inabove enumerated  and  to  provide  adequate  and  sufficient  passenger 
stations  for  the  Southern  Pacific  Company,  The  Atchison,  Topeka 
and  Santa  Fe  Railway  Company  and  Los  Angeles  and  Salt  Lake 
Railroad  Company,  in  the  city  of  Los  Angeles,  for  the  promotion  of 
the  security,  convenience  and  necessity  of  their  employees  and  that 
of  the  public  generally,  and  to  secure  adequate  service  and  facilities 
for  the  performance  by  the  said  defendants,  and  each  of  them,  of  their 
public  utility  functions  in  the  State  of  California,  it  is  necessary,  and 
the  public  safety,  convenience  and  necessity  require  that  a  new  struc- 
ture or  structures,  to  wit,  a  union  passenger  station  and  buildings 
incidental  thereto,  be  erected  by  the  defendants.  Southern  Pacific 
Company,  The  Atchison,  Topeka  and  Santa  Fe  Railway  Company 
and  the  Los  Angeles  and  Salt  Lake  Railroad  Company,  and  in  connec- 
tion therewith  such  improvements  and  changes  in  existing  facilities 
of  said  defendants  be  made  by  said  defendants  as  may  be  reasonably 
necessary  and  incidental  to  the  use  of  said  union  passenger  station, 
and  that  all  railroad  traffic  be  eliminated  from  Alameda  street,  between 
College  street  and  Fifteenth  street,  inclusive,  in  the  city  of  Los 
Angeles,  except  local  freight  switching.  That  public  safety,  con- 
venience and  necessity  require  that  a  separation  of  grades  be  made 
by  the  defendants  specified  in  the  order  herein  at  the  said  crossings 
adjacent  to  the  Los  Angeles  River  in  the  city  of  Los  Angeles,  to  wit, 
the  crossing  of  Aliso  street  and  the  tracks  of  the  Pacific  Electric 
Railway  Company  thereon  by  the  tracks  of  The  Atchison,   Topeka 
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and  Saata  Fe  Railway  Company  and  by  the  tracks  of  the  Los  Angeles 
and  Salt  Lake  Railroad  Company,  the  crossing  of  Macy  street  by  the 
tracks  of  The  Atchison,  Topeka  and  Santa  Fe  Railway  Company  and 
by  the  tracks  of  the  Los  Angeles  and  Salt  Lake  Railroad  Company  and 
the  crossing  of  East  Seventh  street  by  the  tracks  of  The  Atchison, 
Topeka  and  Santa  Fe  Railway  Company  and  by  the  tracks  of  the 
Los  Angeles  and  Salt  Lake  Railroad  Company. 

4.  That  public  safety,  convenience  and  necessity  require  that  the 
location  and  the  site  of  the  union  passenger  station  referred  to  in 
paragraph  three  of  these  findings  be  within  that  portion  of  the  city 
of  Los  Angeles  bounded  by  Commercial  street,  North  Main  street, 
Redondo  street,  Alhambra  avenue  and  the  Los  Angeles  River. 

Basing  its  order  upon  said  findings  of  fact  and  the  further  findings 
and  statements  of  fact  contained  in  the  original  opinion  in  this  case 
and  the  opinion  preceding  this  order; 

It  is  hereby  ordered: 

1.  That  the  defendants,  Southern  Pacific  Company,  The  Atchison, 
Topeka  and  Santa  Fe  Railway  Company  and  the  Los  Angeles  and 
Salt  Lake  Railroad  Company,  and  each  of  them,  proceed  to  the  pro- 
curement of  sufficient  grounds  within  the  boundaries  hereinafter  set 
out,  and  proceed  with  the  construction  of  an  adequate  union  pas- 
senger station  thereon  and  buildings  incidental  thereto  in  the  city  of 
Los  Angeles,  and  to  make  such  additions  to,  extensions  of,  improve- 
ments and  changes  in  the  existing  railroad  facilities  of  said  companies 
as  may  be  reasonably  necessary  and  incidental  to  the  use  of  said  union 
passenger  station. 

2.  That  the  site  of  the  union  passenger  station  referred  to  in  para- 
graph one  of  this  order  shall  be  within  that  portion  of  the  city  of 
Los  Angeles  bounded  by  Commercial  street,  North  Main  street,  Redondo 
street,  Alhambra  avenue  and  the  Los  Angeles  River. 

3.  That  said  Southern  Pacific  Company,  The  Atchison,  Topeka 
and  Santa  Fe.  Railway  Company  and  the  Los  Angeles  and  Salt  Lake 
Railroad  Company,  and  each  of  them,  within  six  (6)  months  from 
the  effective  date  hereof,  file  with  this  Commission,  for  its  approval, 
a  general  plan  or  plans,  with  the  necessary  profile  or  profiles,  and 
general  and  detailed  drawings,  of  a  union  passenger  station  located 
on  said  site,  together  with  all  additions  to,  extensions  of,  improve- 
ments and  changes  in  existing  railroad  facilities  as  are  reasonably 
necessary  and  incidental  to  the  use  of  said  union  passenger  station; 
also  estimates  of  cost  of  construction  of  said  union  passenger  station, 
together  with  said  necessary  facilities  and  additipns  to,  extensions  of, 
improvements  and  changes  in  existing  railroad  facilities;  also  estimates 
of  damages  and  of  salvage;  also  description  and  plans  of  the  neces- 
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sary   temporary   operating   arrangements   during  the   period   of   the 
transition  pending  the  completion  of  said  new  union  passenger  station. 

4.  That  at  the  time  of  the  filing  of  the  plans  referred  to  in  para- 
graph three  of  this  order,  the  said  Southern  Pacific  Company,  The 
Atchison,  Topeka  and  Santa  Fe  Railway  Company  and  the  Los  Angeles 
and  Salt  Lake  Railroad  Company,  and  each  of  them,  shall  file  with 
this  Commission  a  statement  of  the  proportionate  expense  which 
each  of  said  defendants  is  to  bear  for  the  procurement  of  said  site 
and  the  construction  of  said  union  passenger  station  and  said  neces- 
sary facilities  and  changes,  additions,  extensions  and  improvements 
to  existing  facilities;  and  in  the  event  said  defendants  shall  fail  to 
file  said  statement,  showing  the  proportion  of  the  expense  which 
each  of  them  is  to  bear,  as  herein  required,  this  Commission  will 
proceed  to  fix  and  apportion  said  expense  to  each  of  said  defendants. 

5.  That  upon  the  filing  of  the  plans  referred  to  in  paragraph  three 
of  this  order,  this  Commission  will  either  approve  said  plans  or 
require  the  same  to  be  modified  until  they  meet  with  its  approval. 
Work  upon  the  construction  of  said  union  passenger  station  shall- 
commence  within  ninety  (90)  days  after  the  approval  by  the  Com- 
mission of  said  plans  and  shall  be  completed  within  three  (3)  years 
from  that  date,  unless  for  good  cause  an  extension  of  time  is  granted. 

6.  The  defendants.  The  Atchison,  Topeka  and  Santa  Fe  Railway 
Company  and  the  Los  Angeles  and  Salt  Lake  Railroad  Company,  and 
each  of  them,  shall  proceed  to  the  construction  of  such  viaducts,  work 
and  structures  as  may  be  necessary  to  provide  for  a  separation  of  the 
grades  of  the  railway  tracks  of  said  defendants  from  the  public  streets 
at  Macy  and  East  Seventh  streets  in  the  city  of  Los  Angeles. 

7.  That  said  The  Atchison,  Topeka  and  Santa  Fe  Railway  Company 
and  the  Los  Angeles  and  Salt  Lake  Railroad  Company,  and  each  of 
them,  shall,  within  sixty  (60)  d^s  from  the  effective  date  of  this 
order,  file  with  this  Commission  a  general  plan  or  plans  providing  for 
grade  separations  at  said  Macy  and  Seventh  streets;  also  profile  or 
profiles  and  detailed  drawings  of  viaducts  necessary  for  such  grade 
separations,  together  with  estimates  of  the  cost  of  construction  for  each' 
viaduct  and  for  incidental  expenditures  and  for  damages. 

8.  That  at  the  time  of  filing  the  plans  referred  to  in  paragraph 
seven  of  this  order,  the  said  The  Atchison,  Topeka  and  Santa  Fe 
Railway  Company  and  the  Los  Angeles  and  Salt  Lake  Railroad  Com- 
pany, and  each  of  them,  and  the  city  of  Los  Angeles  shall  file  with 
this  Commission  a  statement  showing  the  proportionate  expense  which 
each  of  said  defendants  and  said  city  is  to  bear  for  the  construction 
of  said  viaducts  and  other  necessary  works  for  the  separation  of  grade 
crossings.    In  the  event  said  defendants  and  said  city  shall  be  unable 
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to  agree  as  to  the  proportionate  expense  to  be  borne  by  each  for  the 
viaducts  and  works  necessary  to  the  separation  of  said  grades,  the 
expense  of  such  structures  and  works  shall  be  apportioned  to  each  of 
said  defendants  and  said  city  by  this  Commission. 

9.  That  upon  the  filing  of  the  plans  referred  to  in  paragraph  seven 
of  this  order,  this  Commission  will  either  approve  said  plans  or  require 
the  same  to  be  modified  until  they  meet  with  its  approval.  Work  upon 
said  viaducts,  structures  and  works  for  the  separation  of  grades  at 
said  Macy  street  and  Seventh  street  shall  commence  within  thirty  (30) 
days  after  the  approval  by  the  Commission  of  said  plans,  and  shall 
be  completed  within  two  (2)  years  from  that  date,  unless  for  good 
cause  an  extension  of  time  is  granted. 

10.  That  defendants,  The  Atchison,  Topeka  and  Santa  Fe  Railway 
Company,  the  Los  Angeles  and  Salt  Lake  Railroad  Company  and  the 
Pacific  Electric  Railway  Company,  and  each  of  them,  shall  proceed 
to  the  construction  of  such  viaducts,  works  and  structures  as  may  be 
necessary  to  provide  for  a  separation  of  the  grades  of  the  railway 
tracks  of  said  defendants  from  the  public  street  at  Aliso  street  in  the 
city  of  Los  Angeles,  and  of  the  tracks  of  the  Pacific  Electric  Railway 
Company  from  the  tracks  of  said  other  defendants.. 

11.  That  said  The  Atchison,  Topeka  and  Santa  Fe  Railway  Com- 
pany, the  Los  Angeles  and  Salt  Lake  Railroad  Company  and  the 
Pacific  Electric  Railway  Company,  and  each  of  them,  shall,  within  sixty 
(60)  days  from  the  effective  date  of  this  order,  file  with  this  Commis- 
sion a  general  plan  or  plans,  providing  for  said  grade  separations  at 
Aliso  street;  also  profile  or  profiles  and  detailed  drawings  of  viaducts 
necessary  for  such  grade  separations,  together  with  estimates  of  cost  of 
construction  for  each  viaduct  and  for  incidental  expenditures  and 
for  damages. 

12.  That  at  the  time  of  filing  the  plans  referred  to  in  paragraph 
eleven  of  this  order,  the  said  The  Atchison,  Topeka  and  Santa  Fe 
Railway  Company,  the  Los  Angeles  and  Salt  Lake  Railroad  Com- 
pany and  the  Pacific  Electric  Railway  Company,  and  each  of  them, 
and  the  city  of  Los  Angeles,  shall  file  with  this  Commission  a  state- 
ment showing  the  proportionate  expense  which  each  of  said  defendants 
and  said  city  is  to  bear  for  the  construction  of  said  viaducts  and 
other  necessary  works  for  the  separation  of  said  grade  crossings.  In 
the  event  said  .defendants  and  said  city  shall  be  unable  to  agree  as  to 
the  proportionate  expense  to  be  borne  by  each  for  the  viaducts  and 
works  necessary  to  the  separation  of  said  grades,  the  expense  of  such 
structures  and  work  shall  be  apportioned  to  each  of  said  defendants 
and  said  city  by  this  Commission. 

13.  That  upon  the  filing  of  the  plans  referred  to  in  paragraph 
eleven  of  this  order,  this  Commission  will  either  approve  said  plans 
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or  require  the  same  to  be  modified  until  they  meet  with  its  approval. 
Work  upon  said  necessary  viaducts,  structures  and  works  for  the 
separation  of  grades  at  said  Aliso  street  shall  commence  within  thirty 
(30)  days  after  the  approval  by  the  Commission  of  said  plans  and 
shall  be  completed  within  two  (2)  years  from  said  date,  unless  for  good 
cause  an  extension  of  time  is  granted. 

14.  That  upon  the  completion  of  the  union  passenger  terminal, 
as  required  by  this  order,  the  defendant,  Southern  Pacific  Company, 
shall  discontinue  the  operation  of  trains  on  Alameda  street,  between 
College  street  and  Fifteenth  street,  inclusive,  in  the  city  of  Los  Angeles, 
except  for  the  purpose  of  local  freight  switching,  which  may  be  carried 
on  during  limited  hours  to  be  hereafter  fixed  by  supplemental  order. 

It  is  hereby  furtJier  ordered,  that  Application  No.  3346  of  the  above 
entitled  proceedings,  be  and  the  same  is  hereby  dismissed. 

The  effective  date  of  this  order  is  hereby  fixed  and  designated  as 
the  third  day  of  January,  1922. 

Wherever  in  this  order  a  time  is  fixed  for  the  doing  of  any  act  or 
the  compliance  with  any  term  or  condition  of  the  order,  such  time  shall 
be  computed  from  said  date. 

The  Railroad  Commission  reserves  the  right  to  make  such  further 
order  or  orders  in  these  proceedings  relating  to  the  construction,  oper- 
ation, modification  and  abandonment  of  facilities,  to  costs  and  division 
of  costs,  and  to  all  other  matters  relating  thereto,  as  may  be  determined 
by  the  Commission  to  be  just  and  reasonable  and  as  public  safety, 
convenience  and  necessity  may  require. 

'Dated  at  San  Francisco,  California,  this  sixth  day  of  December,  1921. 


Decision  No.  9839. 

IN  THE  MATTER  OF  THE  INVESTIGATION  OF  THE  GAS  RATES, 
SERVICE  AND  OPERATIONS  OF  MODESTO  GAS  COMPANY,  ON 
THE   COMMISSION'S   OWN   MOTION. 


Case  No.  1662. 
Decided  December  6,  1921. 


Gas  Utilitt — Rate  Base. — Capital  items  which  are  at  present  nonoperative  are 
excluded  from  the  rate  base.  Expenditures  for  a  lot  and  its  preparation  for 
the  erection  of  a  general  office  building  can  not  be  included  in  the  rate  base 
until  the  building  is  actually  occupied  and  the  rent  on  the  present  quarters 
discontinued. 

Frank  A.  Crcssey,  Jr.^  for  Modesto  Gas  Company. 
A.  J,  Carhfon,  City  Attorney,  for  Modesto. 

Bt  the  Commission. 

OPINION. 

A  public  hearing  was  held  by  Examiner  Westover  at  Modesto  in 
the  above   ease,   instituted   upon   the  Commission's  own  motion,  to 
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determine  wliether  or  not  reported  material  reductions  in  the  price 
of  crude  oil  had  been  suflScient  to  justify  a  reduction  in  rates  charged 
for  gas.  Exhibits  referred  to  in  the  testimony,  embodying  additional 
information  requested  by  the  Commission's  engineers,  to  be  submit- 
ted after  the  hearing,  have  now  been  received  and  filed  and  the  matter 
is  ready  for  decision. 

The  Modesto  Gas  Company  is  a  utility  engaged  in  the  manufacture, 
distribution  and  sale  of  gas  in  the  city  of  Modesto. 

The  capital  investment  in  physical  property  was  given  special  con- 
sideration in  this  proceeding.  A  detailed  valua»tion  of  this  property 
was  made  as  of  April  1,  1916,  by  the  Commission's  engineers  in  con- 
nection with  Applications  Nos.  2206  and  2207.  Since  that  time  the 
company  has  iwade  extensive  improvements  and  additions  to  its 
equipment.  A  check  of  these  additions  and  betterments  shows  that 
the  expenditures  are  not  excessive,  but  appear  to  have  been  wisely 
made  with  due  consideration  to  the  rendering  of  adequate  service 
at  present  and  for  a  reasonable  growth  of  business  in  the  future. 
Certain  of  the  capital  items  have,  however,  been  eliminated  from  the 
rate  base  as  nonoperative  property  at  this  time.  These  items  include 
expenditures  for  a  lot  and  its  preparation  for  the  erection  of  a  gen- 
eral office  building.  This  can  not  be  included  in  the  rate  base  until 
the  building  is  actually  occupied  and  the  rent  on  the  present  quarters 
discontinued.  A  few  other  minor  deductions  have  been  made  for 
equipment  retired  from  service.  The  rate  base  adopted  for  this  pro- 
ceeding is  as  follows: 

RATE    BASE. 
Modesto  Qas  Company. 

Fixed  capital  as  of  August  31,  1921 $319,500  00 

One-half  estimated   additions   for  following  year 6,700  00 

Average   month    oil   supply • 3,130  00 

Materials    and    supplies 4,870  00 

Working   cash   capital   8,500  00 

Total  rate  base $342,700  00 

The  operating  expenses  of  the  Modesto  Gas  Company  have  in  the 
past  been  quite  reasonable  with  the  exception  of  oil  use,  but  the  evi- 
dence shows  a  contemplated  increase  of  $9,373.20  in  pay  roll  during 
the  following  year  while  the  increase  in  sales  estimated  by  the  company 
is  only  8  per  cent.  The  estimate  of  the  operating  expenses  used  for 
rate  fixing  purposes  herein  are  based  upon  an  estimate  of  sales  amount- 
ing to  72,000,000  cubic  feet  and  includes  approximately  $6,500  of  the 
above  mentioned  increase  in  pay  roll,  which  amount  -appears  reason- 
able. The  duty  of  oil  used  herein  is  11.1  gallons  per  1000  cubic  feet 
sold  as  compared  with  the  average  of  12.6  gallons  per  1000  cubic  feet 
for  1920.  This  smaller  use  of  oil  should  not  be  exceeded  under  pres- 
ent conditions. 
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ESTIMATED  OPERATING  EXPENSES. 
Modesto  Oaa  Company  for  Year  Ending  August  SI,  1922, 
Production. 

Oil $38,100  00 

Operation    and    maintenance 18,770  00   $56,870  00 

Transmission  and  distribution. 

Operation  and  maintenance 14,370  00 

Commercial    expense    5,400  00 

General  expense 13,000  00 

Taxes    11.170  00 

Total  operating  expenses $100,810  00 

The  present  rates  for  Modesto  Gas  Company  were  established  by 
Decision  No.  7581  and  became  effective  May  20,  1920.  These  rates 
were  based  upon  an  average  price  of  oil  of  $2.04  per  barrel.  Between 
May,  1920,  and  the  present  time  oil  price  increased  and  later  decreased 
to  the  present  price  of  $2  per  barrel. 

The  existing  rates  have  yielded  during  the  past  twelve  months  a 
gross  revenue  amounting  to  $1,875  per  thousand  cubic  feet  of  gas  sold. 
Upon  the  previously  mentioned  estimates  of  sales  for  the  year  ending 
August  31,  1922,  these  rates  will  supply  a  gross  revenue  of  about 
$135,000.  In  the  following  tabulated  data  it  is  shown  that  after 
deduction  for  the  operating  expenses,  depreciation  and  an  allowance  " 
for  accounts  which  are  uncollectible,  a  sum  of  $27,400  will  be  available 
for  return  upon  the  investment. 

ESTIMATED  TOTAL  REVENUE,   EXPENSES  AND  ANNUAL  CHARGES. 
Modesto  Gas  Company  for  Year  Ending  August  31,  1922, 

Gross  revenue  from  72,000  M  cubic  feet  sales  at  $1.875 $135,000  00 

Operating    expenses $100,810  00 

Depreciation    6,120  00 

Uncollectible    accounts    670  00      107,600  00 

Return   on   investment —      $27,400  00 

This  return  is  8  per  cent  upon  the  rate  base. 

While  there  has  been  a  slight  reduction  in  the  price  of  oil  below  that 
upon  which  .the  present  rates  were  fixed,  there  have  occurred  increases 
in  taxes  and  other  operating  expenses  so  that  there  is  practically  no 
change  in  the  total  cost  of  service.  No  modification  in  the  rates  is 
possible  at  this  time. 

It  is  advisable,  however,  to  introduce  a  form  of  rate  which  may  be 
modified,  by  a  supplemental  order  from  the  Commission  without  a 
hearing,  to  correct  for  changes  in  the  price  of  oil.  The  cost  of  pro- 
ducing gas  in  this  system  varies  by  approximately  2.6  cents  per  1000 
cubic  feet  with  a  variation  of  10  cents  per  barrel  in  the  price  of  oil. 
The  rates  herein  will  be  so  fixed  as  to  vary  on  this  basis. 
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ORDER. 

This  Commission  having  instituted  an  investigation  on  its  own 
motion  into  the  gas  rates,  service  and  operations  of  Modesto  Gas 
Company,  an  investigation  having  been  made,  a  publi<3  hearing 
having  been  held  and  the  matter  submitted: 

The  Railroad  Commission  hereby  finds  as  a  fact  that  the  rates 
heretofore  fixed  in  Decision  No.  7581  as  modified  herein  are  just  and 
reasonable  rates  to  be  charged  for  gas  service  by  Modesto  Gas  Company. 

Basing  its  order  on  the  foregoing  findings  of  fact  and  the  findings 
of  fact  contained  in  the  opinion  which  precedes  this  order; 

It  is  hereby  ordered,  that  Modesto  Gas  Company  charge  and  collect 
for  gas  served  by  it  the  schedules  of  rates  for  the  service  specified 
as  contained  in  the  order  in  Decision  No.  7581,  dated  May  17,  1920. 

It  is  hereby  further  ordered,  that  Modesto  Gas  Company  amend  its 
schedules  of  rates  Nos.  A  and  B  by  filing  with  the  Commission  within 
ten  days  after  the  date  of  this  order  an  amendment  to  each  of  said 
schedules  No.  A  and  No.  B,  reading  as  follows: 

'The  above  rates,  upon  approval  of  the  Railroad  Commission  of  the  State  of 
California,  are  subject  to  increase  or  decrease  on  the  basis  of  two  and  six-tenths 
(2.6)  cents  per  thousand  cubic  feet  of  gas  for  each  ten  (10)  cents  per  barrel 
increase  or  decrease,  respectively,  in  the  price  of  oil  above  or  below  the  price  of  $2 
per  barrel  f.  o.  b.  Modesto.    The  change  to  be  to  the  nearest  one  cent. 

It  is  hereby  furtJier  ordered,  that: 

1.  In  ease  of  a  reduction  in  the  price  of  oil  Modesto  Gas  Company 
shall  file  within  ten  (10)  days  thereafter  an  afiidavit  setting  forth  the 
new  price  of  oil,  and  shall  thereafter,  upon  supplemental  order  of 
the  Commission  in  this  proceeding,  charge  the  reduced  rates  as  deter- 
mined under  the  schedules  herein  set  forth. 

'2.  Should  at  any  time  an  increase  in  the  price  of  oil  occur,  Modesto 
Gas  Compaiiy  may,  after  filing  affidavit  of  such  increase  and  receiving 
a  supplemental  order  from  this  (Commission  so  authorizing,  charge 
the  increased  rates  as  determined  under  the  schedules  herein  set  forth. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  (Commission  of  the 
State  of  California. 

J>ated  at  San  Francisco,  California,  this  sixth  day  of  December,  1921. 
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Decision  No.  9840. 

IN  THE  MATTER  OF  THE  INVESTIGATION  OF  THE  GAS  RATES, 
SERVICE  AND  OPERATIONS  OF  COAST  COUNTIES  GAS  AND 
ELECTRIC  COMPANY,  ON  THE  COMMISSION'S  OVTS  MOTION. 


Case  No.   1660. 
Decided  December  6,  1921. 


Leo  H.  ^ussmatij  for  Coast  Counties  Gas  and  Electric  Company 
A.  W.  Sanst  City  Attorney,  for  City  of  Watsonville. 
George  W.  ISmith,  City  Attorney,  for  City  of  Santa  Cruz. 

By  the  Commission. 

OPINION. 

A  public  hearing  was  held  by  Examiner  Westover  at  W-atsonviUe 
in  the  above  case,  instituted  upon  the  Commission's  own  motion, 
to  determine  whether  or  not  reported  material  reductions  in  the  price 
of  crude  oil  had  been  sufficient  to  justify  a  reduction  in  rates  charged 
for  gas.  Exhibits  referred  to  in  the  testimony,  embodying  additional 
information  requested  by  the  city  attorneys  and  by  the  Commission's 
engineers,  to  be  submitted  after  the  hearing,  have  now  been  received 
and  filed  and  the  matter  is  ready  for  decision. 

The  Coast  Counties  Gas  and  Electric  Company  is  a  utility  engaged 
in  the  manjifacture,  distribution  and  sale  of  artificial  gas  in  the 
incorporated  cities  -and  towns  of  Santa  Cruz,  Watsonville,  Hollister 
and  Gilroy  and  certain  territory  adjacent  thereto.  The  present  rates 
for  gas,  effective  July  26,  were  established  by  Decision  No.  7900  in 
Application  No.  5526.  The  price  of  oil  at  the  various  manufacturing 
plants  of  the  utility  at  that  time  was  as  follows :  Santa  Cruz,  $2.228 ; 
Watsonville,  $2.326 ;  Hollister,  $2,439,  and  Gilroy,  $2,326.  During  the 
past  few  months  there  has  been  a  material  reduction  in  the  price  of 
fuel  oil,  the  present  prices  being:  Santa  Cruz,  $1.65;  Watsonville, 
$1.73;  Hollister,  $2.05,  and  Gilroy,  $1.91. 

The  capital  investment  in  physical  property  of  the  Coast  Counties 
Gas  and  Electric  Company  is  reas6nable,  considering  the  number 
of  consumers  served  and  the  fact  that  the  operations  cover  commun- 
ities requiring  a  manufacturing  plant  in  each,  and  therefore  has  been 
used  in  the  new  rate  base  herein  allowed.  Reductions,  however, 
amounting  to  about  $10,000,  have  been  made  in  the  utility's  estimates- 
for  materials  and  supplies  and  working  cash  capital.  Allowance 
for  materials  and  supplies  on  hand  are  considered  sufiieient  in  amount 
to  include  tools.  Allowance  for  working  capital  is  modified  because 
fuel  oil  has  been  included  by  the  utility  under  materials  and  supplies. 
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The  rate  base  used  is  therefore  as  follows: 

RATE   BASE  YEAR   ENDING  JULY  31,  1922.  COAST  COUNTIES  GAS  AND 

ELECTRIC  COMPANY. 

Oas  Department, 


Santa  Cruz 

Watson  vflle 

HoUlBter 

Gilroy 

Total 

Average  physical  capital  for 
year  ending  July  31,  1922. 

Materials  and  supplies,  in- 
cluding oil  -     - 

$249,206  00 

6,900  00 
5.900  00 

$128,635  00 

4,400  00 
3,800  00 

$83,126  00 

2,600  00 
2,200  00 

$39,813  00 

2,100  00 
2,100  00 

$600,810  00 

16.000  00 
14,000  00 

Working  cash  capital 

Rate  bass  

1232,006  00 

$136,865  00 

$87,926  00 

$44,013  CO 

$530,810  00 

The  estimates  of  operating  expenses  submitted  by  the  company  are 
reasonable  and  in  the  light  of  the  other  evidence  in  this  case  have 
been  accepted  for  rate  fixing.  The  allowances  for  gas  oil,  however, 
have  been  modified  somewhat  in  view  of  the  savings  and  economies 
which  it  is  believed  reasonable  to  expect.  The  following  table  shows 
the  actual  operating  statistics  for  the  year  ending  July  31,  1921 : 

GAS  OPERATING   STATISTICS   FOR   YEAR    ENDING  JULY  31,   1921. 


Santa        Watson- 
Cruz  vllle 


HoUteter 


Gilroy 


Total 


Average  number  of  consumers 

Gas  sold— M  cubic  feet : 

Barrels  oil  used 

Gallons  oil  per  M  sold 

Revenue— gas  sales 

Operating  expenses 

N?t  for  return _.. 

Physical  property   


2,061 

52,i550 

15,435 

12.6 

m*GQ2  25 
81,512  80 


1,193 

30,806 

10,278 

13.9 

$57,778  02 
54,408  13 


531 

12,011 

4,342 

15.2 

$25,014  15 
27,630  e6 


478 

10.443 

4,162 

16.7 

$21,977  50 
25,540  80 


4.283 
105.899 
34,217 


$202,462  01 
180,182  39 


$16,179  45 
$234,206  27 


$3,279  F9        $2,616  51 


$121,661  86      $82,125  81 


$3,563  21 
$38,812  71 


$13,279  62 
$476,«)9  63 


The   estimate   of   sales,   oil   requirements,   operatinpf  "expenses   and 
taxes  used  herein  are  shown  in  detail  below: 

COAST    COUNTIES    GAS    AND    ELECTRIC    COMPANY    ESTIMATES    FOR    YEAR 

ENDING  JULY  31,   1922. 

fras  Department, 


Estimated  sales  and  oil  reQuirements— 

Sales— M  cubic  feet __ 

Gallons  oil  per  M  sold 

Estimated  operating  expenses- 
Production: 

OU  

Operation    

Repairs   — 

Distribution: 

Operation _ __ 

Repairs   

Oommercial  expenses  _ 

Taxes 

General  and  miscellaneous  expense 


Santa 
Oruz 


58,000 
12.5 


$28,500  00 
13,000  00 
4,000  00 

3,800  00 
3,400  00 
5,400  00 
9,200  00 
6,600  00 


Watson- 
vlUe 


32,700 
12.4 


$16,700  00 
8,500  00 
3,200  00 

4,000  00 
1,200  00 
2,000  00 
6,900  00 
3.400  00 


HoUIster 


13.000 
13.26 


$8,900  00 

6,100  00 

800  00 

3.000  00 
200  00 
1,200  00 
1,900  00 
1,475  00 


Gilroy 


11,200 
18.40 


$6.830  00 
5,300  00 
1.600  00 

1,500  00 
800  00 
1.700  00 
1,600  00 
1.475  00 


Total 


114,900 


$60.930  00 
32.930  00 
9,600  00 

12,800  00 
6.000  00 
10,900  00 
18.600  00 
11,950  00 


Total  operating  expenses $72,900  00     $45,500  00     $23,576  00     $20,805  00     $162,780  00 
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Estimating  total  sales  from  the  four  plants  for  the  year  ending 
July  31,  1922,  at  114,900,000  cubic  feet,  as  shown  above,  and  using 
the  present  rates,  which  yield  an  average  of  $1.91  per  1000  cubic 
feet,  the  estimates  of  total  revenue  and  expense  of  the  company  from 
all  plants  at  present  rates  is  as  shown  below: 

ESTIMATED    TOTAL    REVENUE    EXPENSE— ANNUAL    CHARGES    FOR    YEAR 

ENDING  JULY  31,   1922. 

Qas  Department^  All  Districts, 

Gross  revenue  from  114,900  M  cubic  feet  sales  at  $1.91 $219,290  00 

Operating  expenses,   including  taxes i . $102,780  00 

Depreciation    ^^__J__     15,000  00 

Rental   of  plant 000  00 

Uncollectible  accounts 1.100  00      179,480  00 

Revenue  available  for  return $39,810  00 

Rate  of  return,  7.5  per  cent  upon  rate  ba.se. 

It  appears  from  the  above  analyses  that  although  there  has  been 
considerable  reduction  in  the  price  of  oil  to  the  Coast  Counties  Gas 
and  Electric  Company,  other  operating  costs  have  increased  to  such 
an  extent  that  no  reduction  in  rates  is  possible  at  this  time.  Careful 
study  shows  these  operating  expenses  to  be  reasonable  under  present 
conditions. 

The  inability  of  this  company  to  earn  a  full  return  in  its  gas 
department  is  due  largely  to  the  two  small  properties — HoUister  and 
Gilroy — where,  with  the  present  rate,  it  is  possible  to  earn  only  a 
little  more  than  operating  expenses.  The  present  rates  in  these  com- 
munities are  as  high  as  can  properly  be  fixed  without  curtailing 
sales. 

A  form  of  rate  which  may  be  adjusted  by  supplemental  order 
of  the  Commission,  to  correct  for  changes  in  the  price  of  oil  without 
a  formal  hearing,  has  been  adopted  in  many  other  proceedings  and 
is  found  advisable  in  this  case  as  far  as  Santa  Cruz  and  Watsonville 
are  concerned.  For  this  purpose  a  variation  of  three  (3)  cents  per 
1000  cubic  feet  of  gas  sold  for  edeh  ten  (10)  cents  per  barrel  variation 
in  the  price  of  oil  is  found  reasonable  for  these  communities.  No 
variation  is  provided  for  in  the  Hollister  and  Gilroy  rates  for  the 
reasons  stated  above. 

ORDER. 

This  Commission  having  instituted  an  investigation  on  its  own 
motion  into  the  gas  rates,  service  and  operations  of  Coast  Coimties 
Gas  and  Electric  Company,  an  investigation  having  been  made,  a 
hearing  having  been  held  and  the  matter  submitted-: 

The  Railroad  Commission  hereby  finds  as  a  fact  that  the  rates 
heretofore  fixed  in  Decision  7908,  as  modified  herein,  are  just  and 
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reasonable  rates  to  be  charged  for  gas  service  by  Coast  Counties 
Gas  and  Electric  Company. 

Basing  its  order  on  the  foregoing  findings  of  fact  and  the  findings 
of  fact  contained  in  the  opinion  which  precedes  this  order; 

It  is  hereby  ordered,  that  Coast  Counties  Gas  and  Electric  Company 
charge  and  collect  for  gas  served  hy  it  in  the  various  communities  in 
which  it  is  now  served  the  schedules  of  rates  contained  in  the  order 
in  Decision  No.  7908,  dated  July  26,  1920. 

It  is  hereby  furtlier  ordered,  that  Coast  Counties  Gas  and  Electric 
Company  amend  its  schedules  of  rates  Nos.  1,  2  and  5  by  filing  with 
the  Commission  within  ten  days  after  the  date  of  this  order  an 
amendment  to  said  Schedule  No.  1,  reading  as  follows: 

The  above  rates,  upon  approval  of  the  Railroad  Commission  of  the  State  of 
California,  are  subject  to  increase  or  decrease  on  the  basis  of  three  (3)  cents  per 
thousand  cubic  feet  of  gas  for  each  ten  (10)  cents  per  barrel  increase  or  decrease, 
respectively,  in  the  price  of  oil  above  or  below  the  price  of  $1.65  per  barrel  f.  o.  b. 
Santa  Cruz.     Change  to  be  to  the  nearest  one  cent;    • 

and  by  filing  an  amendment  to  Schedule  No.  2,  reading  as  follows: 

The  above  rates,  upon  approval  of  the  Railroad  Commission,  of  the  State  of 
California,  are  subject  to  increase  or  decrease  on  the  basis  of  three  (3)  cents  per 
thousand  cubic  feet  for  each  ten  (10)  cents  per  barrel  increase  or  decrease, 
respectively,  in  the  price  of  oil  above  or  below  the  price  of  $1.73  per  barrel  f.  o.  b. 
Watsonville.     Change  to  be  to  the  nearest  one  cent; 

and  by  adding  to  Schedule  No.  5  the  following  paragraph: 

The  above  rates,  upon  approval  of  the  Railroad  Commission  of  the  State  of 
California,  are  subject  to  increase  or  decrease  on  the  basis  of  three  (3)  cents  per 
thousand  cubic  feet  of  gas  for  each  ten  (10)  cents  per  barrel  increase  or  decrease, 
respectively,  in  the  price  of  oil  above  or  below  the  price  of  $1.65  per  barrel  in 
Santa  Cruz  or  $1.73  per  barrel  in  Watsonville.  Change  to  be  to  the  nearest  one 
cent. 

It  is  hereby  further  ordered,  that: 

1.  In  case  of  a  reduction  in  the  price  of  oil  at  any  time^  Coast 
Counties  Gas  and  Electric  Company  shall  file  within  ten  (10)  days 
thereafter  an  affidavit  setting  forth  the  new  price  of  oil,  and  shall 
thereafter,  upon  supplemental  order  of  the  Commission  in  this  pro- 
ceeding, charge  the  reduced  rates  as  determined  under  the  schedules 
herein  set  forth. 

2.  Should  an  increase  in  the  price  of  oil  occur  at  any  time,  Coast 
Counties  Gas  and  Electric  Company  may,  after  filing  affidavit  of 
such  increase  and  receiving  a  supplemental  order  from  this  Commission 
so  authorizing,  charge  the  increased  rates  as  determined  under  the 
schedules  herein  set  forth. 

Dated  at  San  Francisco,  California,  this  sixth  day  of  December,  1921. 
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Decision  No.  9843. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  PACIFIC  GAS  AND  ELrEC- 
TRIC  COMPANY,  A  CORPORATION,  FOR  AN  INVESTIGATION  BY 
THE  RAILROAD  COMMISSION  OF  THE  STATE  OF  CALIFORNIA 
OF  THE  RATES  AND  FARES  CHARGED  BY  APPUCANT  IN  CON- 
NECTION WITH  THE  OPERATION  OF  ITS  STREET  RAILWAY 
SYSTEM  IN  THE  CITY  OF  SACRAMENTO. 


Application  No.  6138. 
Decided  December  8,  1921. 


Jurisdiction,  Farks,  Franchises. — It  is  held  that  the  jurisdiction  of  the  Coiumis- 
sion  is  well  established  to  increase  fares  above  the  maximum  specified  in  a 
street  railway  franchise, 
y  Injuries  and  Damages. — ^The  costs  of  injuries  and  damages  as  charged  to  the  rail- 
way department  and  report^'d  to  this  Commission  should  be  actual  and  not  a 
prorated  figure,  as  at  present. 

Depreciation. — Annual  charges  for  depreciation  are  ordered  carried  and  reported  in 
the  proper  accounts  and  hereafter  must  be  based  upon  the  amount  found  by  the 
Commission. 

Rate  op  Return. — It  is  held  that  under  existing  conditions  a  seven-cent  fare  is 
justified ;  that  if  the  city  of  Sacramento  makes  amendment  to  ordinances,  per- 
mitting rerouting,  elimination  of  street  sprinkling  and  early  morning  trips, 
six-cent  fare  is  reasonable,  and  that  if  in  addition  to  these  franchise  modifica- 
tions, an  ordinance  forbidding  one-man  operation  of  cars  is  repealed  a  five-eent 
fare  is  reasonable. 

Rate  of  Return. — It  is  pointed  out  that  while  the  returns  indicated  are  less  than 
desired  by  applicant,  higher  rates  of  fare  would  result  in  causing  many  patrons 
to  walk  or  seek  other  means  of  transportation. 

Charles  P.  Cutten,  for  Applicant. 

R,  L.  Shinn^  for  City  of  Sacramento 

George  J,  BraMcy,  for  Merchants  and  Manufacturers'  Association  of  Sacramento. 

Benedict,  Commissioner. 

OPINION. 

In  this  application  Pacific  Gas  and  Electric  Company  asks  that 
the  Commission  make  an  investigation  of  the  rates  and  fares  charged 
by  it  in  the  operation  of  its  street  railway  in  the  city  of  Sacramento 
and  thereafter  fix  and  establish  such  rates  and  fares  as  will  permit  it 
to  earn  a  fair  and  reasonable  return  upon  the  valuation  of  its  prop- 
erties used  and  useful  in  its  street  railway  business.  No  specific 
increases  in  the  rates  of  fare  are  mentioned. 

Public  hearings  were  held  in  Sacramento  October  19,  1920,  before 
Commissioner  Devlin  and  on  September  1,  1921,  before  Commissioner 
Benedict.  The  matter  was  submitted  upon  briefs  at  this  last  hearing 
and  such  briefs  have  been  filed  by  protestant,  the  city  of  Sacramento, 
and  by  applicant. 

At  the  first  hearing  counsel  for  the  city  of  Sacramento  questioned 
the  jurisdiction  of  the  Commission  contending  that  where  the  maximum 
fare  was  specified  by  the  street  railway  franchises,  the  Commission 
had  no  power  to  increase  the  fare  above  this  maximum.  The  juris- 
diction of  the  Commission  is  well  established  in  a  matter  of  this  nature 
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in  many  proceedings  before  the  courts  and  in  our  opinion  counsel's 
contention  cannot  ibe  allowed. 

At  this  same  hearing  applicant  introduced  its  Exhibit  No.  1  giving 
condensed  operating  statements  for  the  year  1919,  for  the  year  end- 
ing June  30,  1920,  and  for  the  years  1920  and  1921,  estimated;  detail 
of  revenue  and  expenses  for  the  year  ending  June  30,  1920,  and  con- 
densed operating  statements  for  the  years  1913  to  1918,  both  inclusive. 

Subsequently  the  presiding  commissioner  stated  that  two  courses  of 
action  were  open  to  the  Commission:  it  could  hear  the  evidence  and 
make  its  decision,  acting  purely  in  a  judicial  capacity,  or  its  engineering 
department  could  prepare  a  valuation  of  the  street  railway  properties 
and  conduct  a  survey  and  analysis  of  the  service  and  operating  con- 
ditions and  submit  a  report.  This  report,  were  this  done,  would  be 
given  to  the  interested  parties  and  after  time  for  examination,  a 
further  hearing  would  be  held.  It  was  made  clear,  however,  that  in 
making  such  a  report  the  engineering  department  must  necessarily 
have  the  cooperation  of  both  the  city  and  the  company.  The  second 
procedure  was  deemed  preferable  and  all  parties  agreed  to  cooperate. 

The  engineering  department  was  thereupon  instructed  to  proceed 
and  during  the  spring  of  this  year  both  the  valuation  and  report 
on  the  service  and  operation  were  submitted  to  the  parties  to  this 
proceeding  with  a  letter  stating  that  the  engineering  department 
would  be  glad  to  explain  or  give  consideration  to  any  matters  in 
connection  therewith  that  might  be  brought  up. 

LA.t  the  second  hearing  Mr.  H.  G.  Weeks,  one  of  the  Commission's 
engineers,  introduced  a  valuation  of  the  properties  of  the  Sacramento 
Street  Railway  and  his  report  on  service  and  operation  on  these  prop- 
erties, the  former  being  identified  as  Commission's  Exhibit  No.  1  and 
the  latter  as  Commission's  Exhibit  No.  2,  the  report  being  dependent 
upon  the  valuation  for  the  rate  base  used.  Commission's  Exhibit 
No.  2  includes  a  supplemental  report  dated  August  30,  1921,  showing 
results  of  operation  during  a  period  later  than  the  original  report 
and  presenting  a  revised  valuation,  besides  correcting  one  or  two 
errors  in  original  report.  A  short  time  before  the  hearing  a  sup- 
plemental report  dealing  only  with  the  valuation  was  submitted  by 
Assistant  Engineer  R.  C.  Ashworth,  this  supplemental  report  being 
bound  with  and  included  in  Commission's  Exhibit  No.  1. 

In  Commission's  Exhibit  No.  1  the  valuation  of  these  properties 
as  of  December  31,  1920,  is  stated  as  follows: 


Basis  of  valuation 

Reproduction 
cost 

Condition 

Reproduction 

cost  less 
depreciation 

Historical    - 

$1,984,765  52 
3,403,631  52 

73% 

74% 

$1,457,851  52 
2,515,221  52 

Reproduction  (new) 
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These  valuation  figures  were  obtained  by  adding  to  the  inventory 
and  appraisal  as  of  December  31,  1919,  additions  and  betterments 
during  the  year  ending  December  31,  1920.  The  inventory  and 
appraisal  was  made  as  of  the  former  date  because  applicant  was 
engaged  in  making  a  valuation  of  all  of  this  property  as  of  that  date, 
and  the  valuation  upon  the  reproduction  new  basis  is  used  because 
applicant  was  preparing  its  valuation  on  that  basis.  The  valuation 
figures  cover  only  operative  property,  properly  chargeable  to  Road 
and  Equipment,  I.  C.  C.  Account  401. 

Since,  however,  this  proceeding  was  one  which  involved  rates,  a 
valuation  upon  the  historical  reproduction  cost  basis  also  was  made 
predicated  upon  construction  under  historical  topographical  conditions 
and  unit  prices  actually  paid  or  current  at  the  time  various  items  were 
installed.  Under  reproduction,  new,  present  topographical  conditions 
are  assumed  and  the  unit  priqes  used  are  taken  as  an  average  over 
the  two  years  ending  December  31,  1919. 

No  questions  were  asked  and  no  objection  made  to  the  valuation 
(Commission's  Exhibit  No.  1).  Applicant  did,  however,  introduce 
its  own  valuation,  and  while  this  includes  estimates  on  various  bases 
a  comparison  as  of  December  31,  1920,  for  historical  reproduction 
cost  undepreciated  with  the  valuation  of  our  engineering  department 
seems  all  that  is  necessary.    Tliis  is  as  follows: 

Applicant    $2,178,560  00 

Engineering   department  ^ 1,984,765  52 

Difference    $193,794  48 

While  there  is  considerable  difference  between  the  figures  submitted 
by  applicant  and  those  submitted  by  the  engineering  department, 
applicant's  engineer  admitted,  upon  cross-examination,  that,  consider- 
ing historical  reproduction  cost  only,  the  main  element  of  difference 
was  in  the  so-called  overhead  accounts  and  a  slight  difference  also 
occurred  because  a  proportion  of  the  general  office  building  and  equip- 
ment in  San  Francisco  was  included  in  applicant's  valuation,  these 
two  classes  of  difference  being  practically  all  that  existed. 

Inasmuch  as  the  general  office  l?ind,  buildings  and  equipment  in 
San  Francisco  are  used  proportionately  in  the  conduct  of  the  street 
railway  and  inasmuch  as  Commission's  Exhibit  No.  1  did  not  include 
these  figures,  an  addition  should  be  made  to  the  valuation  (Commis- 
sion's Exhibit  No.  1)  in  order  that  this  part  of  the  properties  be 
included.  At  the  time  the  engineering  department's  valuation  was 
made,  sufficient  data  was  not  available.  The  amount  included  for  these 
items  for  historical  reproduction  cost  in  applicant's  Exhibit  No.  3  is 
$10,475,  apportioned  to  the  street  railway  department  in  the  same 
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ratio  as  the  street  railway  revenue  bears  to  system  revenue.  This 
ratio  is  a  little  over  2  per  cent.  For  the  purpose  of  this  proceeding 
the  same  figure  may  be  added  to  the  totals  in  Commission's  Exhibit 
No.  1. 

In  applicant's  Exhibit  No.  2  additions  and  betterments  for  the 
year  1921  (five  months  estimated)  is  stated  at  $62,964,  and  in  order 
to  arrive  at  an  average  figure  for  the  year,  half  of  this  figure  may 
also  be  added  to  the  totals  in  Commission's  Exhibit  No.  1. 

Applicant's  figure  of  $2,334,585  submitted  as  the  investment,  accord- 
ing to  company's  books,  as  of  December  31,  1920,  can  hardly  be' used 
as  a  basis  of  accurate  calculation,  as  the  testimony  shows  that  the  com- 
pany's  books  were  not  in  times  past  maintained  in  accordance  with 
present  prescribed  accounting;  that  they  were  not  complete  as  to 
certain  items;  and  that  the  figures  upon  the  lands  were  estimates. 

The  following  figures  will  be  used  for  rate  base : 

Historical  reproduction  cost  as  of  December  30,  1920 $1,984,765  52 

Materials  and  supplies. 24,000  00 

Half  of  additions,  1921 31,842  00 

Proportion  San  Francisco  offices 10,475  00 

Rate  base  for  1921 $2,051,082  52 

Physical  Characteristics. 

The  street  railway,  which  is  operated  as  a  separate  department  of 
applicant,  carried  during  1920  about  14  million  fare  passengers  or 
about  92  per  cent  of  the  street  car  passengers  in  Sacramento.  It  hias 
very  little  competition.  There  are  45  miles  of  track  located  entirely 
within  the  city,  60  per  cent  of  which  is  laid  with  girder  rail  and  70 
per  cent  of  which  is  permanently  paved.  Service  is  given  by  71  cars, 
10  of  which  are  Birney  safety  one-man  cars  and  the  remainder  are 
double-truck  California  type  cars,  55  of  this  61  having  no  airbrake 
equipment  and  being  of  an  age  generally  in  excess  of  15  years.  No 
power  plant  equipment  is  used,  the  street  railway  being  supplied  with 
energy  from  the  same  apparatus  as  is  used  to  supply  electric  inter- 
urban  roads  in  the  city. 

Return  and  Rate  of  Return. 

The  figures  presented  in  the  report  on  service  and  operation  were 
not  questioned,  except  as  to  annual  depreciation.  In  Commission's 
Exhibit  No.  2,  depreciation  for  the  year  1921  was  estimated  at  $42,401. 
The  engineer  for  applicant  estimated  depreciation  at  $56,274,  a  differ- 
ence of  $13,873.  Either  of  these  amounts  are  of  course  a  proper  charge 
to  operating  expenses  being  included  under  operating  accounts  25 
and  30.     The  company's  witness  stated  that  if  $42,401  were  used  in 
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the  se1>up  of  operating  expenses  it  would  be  necessary  to  add  the 
$13,873  to  operating  expenses  in  order  to  properly  take  care  of  depre- 
ciation. 

^Reproduction  cost  less  depreciation  does  not  indicate  or  represent 
any  actual  loss  which  must  he  made  up  as  was  contended  by  applicant. 
There  is  no  such  relation  between  the  difference  in  reproduction  cost 
and  reproduction  cast  less  depreciation,  and  a  depreciation  annuity. 
Reproduction  cost  less  depreciation,  in  the  valuation,  when  compared 
with  reproduction  cost  new,  simply  gives  a  condition  per  cent  which 
serves  as  a  guide  to  the  physical  condition  of  the  property  as  com- 
pared with  new  and  has,  in  this  proceeding  and  as  computed,  no  other 
intent  or  use.  Under  these  circumstances  the  estimate  of  $42,401  will 
gtand  and  should  be  used  by  applicant  hereafter  as  the  basis  of  depre- 
ciation on  the  street  railway  properties. 

In  the  original  report  on  service  and  operation  it  was  shown  that 
in  1920  the  return  was  2.68  per  cent;  that  for  1921  the  return  was 
estimated  at  1.49  per  cent  but  that  with  additional  revenue  in  savings 
and  operation  amounting  to  $81,768,  the  return  would  be  5.49  per  cent, 
all  of  these  figures  being  based  upon  a  five  cent  fare.  It  was  estimated 
that  a  six  cent  fare  would  increase  the  return  by  $92,790,  making  a 
total  return  of  9.98  per  cent.  It  was  also  brought  out  that  the  econ- 
omies in  operation  suggested  require  the  cooperation  of  the  city  of 
Sacramento  in  the  amendment  of  existing  franchises  and  granting 
a  franchise  to  cross  a  street  intersection. 

In  the  supplemental  report,  dealing  as  it  did  with  some  eight  months 
actual  experience  in  1921,  the  return  for  the  year  was  estimated  as 
a  negative  one,  a  loss  of  $14,078. 

Between  the  dates  of  the  original  and  supplemental  reports,  the 
city  of  Sacramento  passed  an  ordinance  prohibiting  the  operating  of 
cars  with  less  than  two  men  (later  modified,  allowing  one-man  oper- 
ation in  some  of  the  outlying  portions  of  the  city).  This  ordinance 
added  about  $27,000  per  year  to  the  operating  expenses  and  also 
made  it  impossible  to  effect  the  economies  recommended  in  the  original 
report,  which  were  based  largely  upon  the  installation  and  use  of 
Birney  safety  cars.  J)uring  cross-examination  on  his  report  the  Com- 
mission's engineer  requested  further  time  to  answer  certain  questions 
dealing  with  the  savings  that  could  be  effected  under  existing  con- 
ditions and  it  was  arranged  that  the  answers  to  these  questions  could 
'be  furnished  subsequent  to  the  hearing.  A  second  supplemental  report 
dated  September  12  deals  with  these  questions. 


Digitized  by 


Google 


CALIFORNU  RAILROAD  COMMISSION  DECISIONS. 


961 


Using  the  rate  base  of  $2,051,082.52,  the  following  tabulation  shows 
the  present  and  estimated  return  and  rate  of  return  for  different 
fares  and  under  different  conditions: 

Return  Under  Various  Conditions  and  Rates  of  Fare. 


Conditions 

Rate  at  f  ArA 

Additional  return 

for  increased 

fare  (net) 

Present  conditions 

With  all  relief 

.♦ecommended  except 

1-man  operation 

With  all  recommen- 
dations including 
1-man  operation 

Return 

Return 

Return 

Rate, 
per  cent 

Amount 

Amount 

Rate. 
per  cent 

Amount 

Rate, 
oer  cent 

Amount 

Rate, 
pf  r  cent 

(1) 

5  cents  

(2) 

(3) 

(4) 
♦$14,078 
72,962 
109.361 

(5) 

•0.69 

3.56 

5.33 

(6) 
$15,734 
102,774 
139.173 

(7) 
0.77 
5.01 
6.79 

(8) 
$92,528 
179,568 
215,967 

(9) 
4.51 

6  cents 

7  cents  

12 
17 

$87,040 
123.439 

8.75 
10.53 

Column  2  is  percentage  of  passenger  revenue 

Column  3  has  taxes  deducted. 

•Lobs. 

The  figures  above  lead  to  the  conclusion  that  under  present  con- 
ditions a  seven  cent  fare  is  justified;  that  if  the  city  of  Sacramento 
makes  amendment  to  ordinances  permitting  rerouting,  the  elimination 
of  street  sprinkling  and  the  elimination  of  early  morning  trips,  a  fare 
of  six  cents  is  reasonable;  and  that,  if  all  recommendations  of  Com- 
mission's Exhibit  No.  2  are  adopted,  the  present  fare  of  five  cents, 
taking  into  consideration  falling  costs  of  material  and  labor,  is  also 
reasonable.  While  the  returns  indicated  are  less  than  was  desired  by 
applicant,  it  is  our  opinion  that  higher  rates  of  fare  would  result  in 
causing  many  patrons  of  the  system  to  walk  or  seek  other  means  of 
transportation. 

It  should  be  noted  that  the  fare  above  mentioned  is  the  regular 
adult  fare  and  that  the  tabulation  and  all  conclusions  above,  except 
under  heading,  ** present  conditions,"  are  predicated  upon  the  elimi- 
nation of  the  present  coupon  fare  of  twenty-two  rides  for  one  dollar 
and  also  the  substitution  of  a  bona  fide  school  ticket  fare  for  the 
present  half  fare,  as  recommended  in  Commission's  Exhibit  No.  2.  No 
objections,  either  by  applicant  or  protestant,  were  made  to  these  recom- 
mendations. In  this  proceeding  all  rates  have  been  under  consideration 
and  the  city  has  approved  of  the  recommendation  to  install  the  school 
children's  ticket.  The  elimination  of  the  coupon  fare  and  also  the 
substitution  in  school  tickets,  above  mentioned,  are  changes  in  fares 
that  should  be  made. 

The  city  asks  that  an  opportunity  be  given  it  to  amend  its  franchises 
to  give  the  relief  mentioned  in  the  second  supplemental  report  of  the 
Commission's  witness,  and  no  particular  objection  to  this  was  made 
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by  applicant.  It  appears  that  if  the  order  in  this  matter  be  made 
effective  on  February  1,  1922,  this  opportunity  will  have  been  given. 

Certain  other  matters  require  consideration.  The  costs  of  injuries 
and  damages  as  charged  to  the  railway  department  and  reported  t^ 
this  Commission  should  be  actual  and  not  a  prorated  figure,  as  at 
present.  The  annual  charges  to  depreciation  should  be  carried  and 
reported  in  the  proper  accounts  and  hereafter  should  be  based  upon 
the  amount  set  up  in  Commission's  Exhibit  No.  2. 

The  following  form  of  order  is  recommended: 

ORDER. 

Pacific  Gas  and  Electric  Company  having  applied  to  the  Com- 
mission to  fix  and  establish  such  rates  and  fares  as  will  enable  it  to 
earn  a  reasonable  return  on  the  valuation  of  its  properties  used  and 
useful  in  its  street  railway  business  in  Sacramento,  an  investigation 
having  been  made,  public  hearings  held  and  the  matter  submitted,  it 
is  found  as  a  fact  that  existing  rates  do  not  afford  a  reasonable  return 
and  are  unjust  and  unreasonable  for  the  reasons  stated  in  the  fore- 
going opinion. 

It  is  hereby  ordered,  that  Pacific  Gas  and  Electric  Company  be  and 
it  is  hereby  ordered  to  file  tariffs,  effective  February  1,  1922,  based 
upon  the  following  rates  and  fares  which  are  found  to  be  just  and 
reasonable : 

1.  A  one-way  fare  of  seven  (7)  cents  unless  and  until  the  changes  hereinafter 
provided  are  adopted. 

2.  If  the  city  of  Sacramento  shall  so  amend  its  franchises  and  ordinances  as  to 
permit  the  chani^s  in  operation  as  set  forth  in  second  supplemental  report,  Commis- 
8ion*s  Exhibit  No.  2,  a  one-way  fare  of  six  (0)  cents. 

3.  The  elimination  of  sale  and  acceptance  of  coupon  tickets  at  the  rate  of  22  for 
$1  with  provision  for  the  redemption  of  outstanding  tickets  at  applicant's  offices 
within  a  reasonable  time. 

4.  The  elimination  and  sale  of  half-fare  tickets,  with  provision  for  the  redemption 
of  outstanding  tickets  at  applicant's  offices  within  a  reasonable  time. 

5.  A  ticket  for  bona  fide  school  children  at  half  the  adult  one-way  fare  under 
conditions  substantially  as  recommended  in  Commission's  Exhibit  No.  2. 

6.  If,  in  addition  to  the  above,  the  city  of  Sacramento  shall  so  amend  its  ordinances 
as  to  permit  the  operation  of  street  cars  with  and  by  one  man  per  car,  a  one-way 
fare  of  five  (5)  cents. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the 
State  of  California. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  December, 
1921. 
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Decision  No.  9844. 

IN  THE  MATTER  OF  THE  INVESTIGATION  OF  THE  GAS  RATES, 
SERVICE  AND  OPERATIONS  OF  CENTRAL  COUNTIES  GAS  COM- 
PANY ON  THE  COMMISSION'S  OWN  MOTION. 


Case  No.  1661. 
Decided  December  8,  1921. 


J,  E.  Jardine  and  F.  W.  Hunter  for  Central  Counties  Gas  Company. 
By  the  Commission. 

OPINION. 

A  public  hearing  was  held  by  Examiner  Westover  at  Visalia  in  the 
above  case,  instituted  upon  the  Commission's  own  motion,  to  deter- 
mine whether  or  not  reported  material  reductions  in  the  price  of  crude 
oil  had  been  sufficient  to  justify  a  reduction  in  rates  charged  for  gas, 
and  also  to  pass  upon  service  conditions  concerning  which  complaints 
had  come  to  the  Commission.  At  the  hearing,  Central  Counties  Gas 
Company  filed  data  rdative  to  its  investment  in  the  system,  operations 
and  expenses,  and  the  Commission's  engineers  reported  upon  their 
investigation  of  service  conditions  and  operation.  Exhibits  referred 
to  in  the  testimony,  embodying  additional  information  requested  by 
the  Commission's  engineers,  to  be  submitted  after  the  hearing,  have 
now  been  received  and  filed  and  the  matter  is  ready  for  decision. 

The  Central  Counties  Gas  Company  is  a  utility  engaged  in  supplying 
artificial  gas  to  the  towns  of  Visalia,  Tulare,  Lindsa}'-,  Exeter,  Strath- 
more,  and  Porterville,  through  a  system  of  high  pressure  transmission 
lines  from  a  central  gas  generating  plant  located  at  Visalia.  The  pres- 
ent rates,  effective  June  19,  1920,  were  established  by  Decision  No.  7753 
in  Application  No.  5550,  in  which  the  company  requested  an  increase 
in  rates  because  of  increase  in  the  price  of  oil  and  other  operating 
expenses.  The  rates  established  in  the  above  decision  were  calculated 
upon  a  price  of  oil  at  $1.96  per  barrel.  The  price  of  fuel  oil  to  this 
company  has  been  reduced  to  $1.76. 

The  above  rates  heretofore  authorized  were  determined  upon  a  rate 
base  approximafely  equivalent  to  the  investment  in  physical  property 
as  shown  by  the  company's  books,  which  amounts  are  found  to  be  rea- 
sonable. The  company  submitted  testimony  showing  its  added  invest- 
ment since  the  previous  hearing.  The  average  investment  in  the  phys- 
ical property  for  the  year  ending  June  30,  1922,  is  estimated  to  be 
$534,300. 
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The  estimated  operating  expenses  for  the  year  ending  June  30,  1922, 
which  are  found  to  be  reasonable,  based  on  the  facts  submitted,  are  as 
follows : 

Estimated  Operating  Expenses  for  Year  Ending  June  30,  1922. 
Production — 

Oil $63,200  00 

Operation   and   maintenance 90,500  00 

193,700  00 

Transmission — 

Operation  and  maintenance 5,500  00 

Distribution — 

Operation  and  maintenance 15,500  00 

Commercial  expense 11,000  00 

General  and  miscellaneous  expense 13,000  00 

Taxes  15,300  00 

Total  operating  expenses $154,000  00 

The  estimated  sales  for  this  period  are  110,000,000  cubic  feet  of  gas. 
The  gross  revenue,  which  is  required  from  these  sales  if  it  is  to  yield 
an  8  per  cent  net  return  upon  the  rate  base,  after  deductions  for  the 
above  operating  expenses  and  reasonable  allowances  for  depreciation 
and  uncollectible  accounts,  is  $210,750,  as  shown  below. 

Estimated  Gross  Revenue  Required  for  Year  Ending  June  30,  1922. 

Operating  expenses $154,000  00 

Depreciation  13,000  00 

Uncollectible  accounts   1,000  00 

Net  for  return 42,750  00 

Grose  revenue  required $210,750  00 

Required  gross  revenue  per  1000  cubic  feet  is  $1.90. 

The  above  estimate  of  gross  revenue  required  for  the  year  ending 
June  30,  1922,  amounts  to  $1.90  per  1000  cubic  feet  of  gas  sales,  while 
that  obtained  from  the  present  rates  during  the  year  ending  June  30, 
1921,  was  $2.02.  It  is,  therefore,  possible  to  reduce  the  existing  rates 
by  12  cents  per  1000  cubic  feet. 

A  form  of  rate  which  may  be  adjusted  by  supplemental  order  of  the 
Commission  to  correct  for  changes  in  the  price  of  oil  without  a  formal 
hearing  has  been  adopted  in  many  other  proceedings  and  is  found  advis- 
able in  this  case.  For  this  purpose  a  variation  of  thrfte  cents  per  1000 
cubic  feet  of  gas  sold  for  each  10  cents  variation  in  the  price  of  oil  is 
found  reasonable. 

The  service  of  this  company  has  been  improved  during  the  past  few 
months.  The  installation  of  the  new  equipment  which  is  at  present 
being  made  should  make  it  possible  for  Central  Counties  Gas  Company 
to  render  good  service.  This  organization,  however,  has  not  fully  com- 
plied with  the  Commission's  service  standards  in  those  matters  which 
require  only  careful  supervision  and  not  additional  equipment.  Upon 
the  promise  of  the  company  to  correct  these  violations,  the  Commission 
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feels  that  a  reasonable  time  should  be  allowed  for  it  to  remove  these 
violations  and  to  install  the  present  improvements,  after  which  time 
good  service  should  occur.  The  Commission  is  of  the  opinion  that  for- 
mal action  upon  service  matters  may  be  postponed  at  this  time. 

ORDER. 

The  Commission  having  instituted  an  investigation  on  its  own  motion 
into  the  gas  rates,  service  and  operations  of  Central  Counties  Gas  Com- 
pany, an  investigation  having  been  made,  a  hearing  having  been  held 
and  the  matter  submitted: 

The  Railroad  Commission  hereby  finds  as  a  fact  that  the  rates  here- 
tofore fixed  in  Decision  No.  7753  should  be  modified  to  conform  with 
the  schedules  herein  set  forth,  and  that  the  rates  herein  set  forth  are, 
under  present  conditions,  just  and  reasonable  rates  to  be  charged  for 
gas  service  by  Central  Counties  Qas  Company. 

Basing  its  order  on  the  foregoing  findings  of  fact  and  the  findings  of 
fact  contained  in  the  opinion  which  precedes  this  order; 

It  is  hereby  ordered,  that  Central  Counties  Gas  Company  charge  and 
collect  for  gas  served  by  it  in  the  various  communities  for  the  service 
specified,  the  following  schedules  of  rates  on  all  regular  meter  readings 
taken  on  and  after  the  second  day  of  January,  1922 : 

Schedule  "A." 

(570  B.  T.  U.  Gas.) 

General  Service, 

Rate :  Gross  Net 

First  500  cubic  feet  or  less  per  meter  per  month $1  25  $1  15 

^  Per  M  cubic  feet 

Next  2,500  cubic  feet  per  meter  per  month $2  00  $1  90 

Next  5,000  cubic  feet  per  meter  per  month 1  65 

Next  7,000  cubic  feet  per  meter  per  month 1  45 

All  over  15,000  cubic  feet  per  meter  per  month 1  30 

The  net  rate  is  effective  on  all  bills  paid  on  or  before  ten  (10)  days  after  date  of 
presentation. 

The  above  rates  are,  upon  approval  of  the  Railroad  Commission  of  the  State  of 
California,  subject  to  increase  or  decrease  on  the  basis  of  three  (3)  cents  per  thou- 
sand cubic  feet  for  each  ten  (10)  cents  per  barrel  increase  or  decrease  respectively 
in  the  price  of  oil  above  or  below  the  price  of  $1.76  per  barrel  f.o.b  Visalia.  Change 
to  be  to  the  nearest  one  cent. 

Schedule  "B." 
(570B.T.U.  Gas.) 

Hotel  and  I^staurant  Service. 
Rate: 

First  25,000  cubic  feet  per  meter  per  month $1  30  per  M  cubic  feet 

All  over  25,000  cubic  feet  per  meter  per  month 1  10  per  M  cubic  feet 

Minimum  bill  per  meter  per  month $27  00 

The  above  rates  are,  upon  approval  of  the  Railroad  Commission  of  the  State  of 
California,  subject  to  increase  or  decrease  on  the  basis  of  three  (3)  cents  per  thou- 
sand cubic  feet  for  each  ten  (10)  cents  per  barrel  increase  or  decrease  respectively 
in  the  price  of  oil  above  or  below  the  price  of  $1.76  per  barrel  f,o.b  Visalia.  Change 
to  be  to  the  nearest  one  cent. 
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It  is  hereby  further  ordered,  that : 

1.  In  case  of  a  reduction  in  the  price  of  oil  at  any  time,  Central 
Counties  Ga«  Company  shall  file  within  ten  (10)  days  thereafter  an 
affidavit  setting  forth  the  new  price  of  oil,  and  shall  thereafter,  upon 
supplemental  order  of  the  Commission  in  this  proceeding,  charge  the 
reduced  rates  as  determined  under  the  schedules  herein  set  forth. 

2.  Should  at  any  time  an  increase  in  the  price  of  oil  occur,  Central 
Counties  Gas  Company  may,  after  filing  affidavit  of  such  increase  and 
receiving  a  supplemental  order  from  this  Commission  so  authorizing, 
charge  the  increased  rates  as  determined  under  the  schedules  herein 
set  forth. 

3.  Central  Counties  Gas  Company  shall,  within  ten  (10)  days  of 
the  date  of  this  order,  file  with  the  Commission  the  schedules  of  rates 
herein  set  forth. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  December, 
1921. 


Decision  No.  9846. 

IN  THE  MATTER  OF  THE  INVESTIGATION  ON  THE  COMMISSION'S 
OWN  MOTION  OF  THE  RATES,  SERVICE,  OPERATING  METHODS, 
ACCOUNTING  AND  OTHER  PRACTICES  OF  J.  G.  KIRKMAN  TO 
SECURE  EQUITABLE  RATES  AND  EFFICIENT  OPERATION  AND 
MANAGEMENT  OF  HIS  TELEPHONE  SYSTEM. 


Case  No.  1667. 
Decided  December  8,  1921. 


Rateh— I)iffkr1':ntial  foe  Class  of  Sekvice. — Giving  the  same  rates  for  individual 

business  and  residence  service  held  to  be  poor  practice. 
Rates — Discrimination. — Different  rates  for  ten-party  service  held  discriminatory. 
Service — Selective  Signaling. — The  use  of  selective  signaling  on  party  line  sta- 
tions ordered. 
Service — Overloading  of  Lines. — Permitting  more  subscribers  to  be  connected  to 

party  lines  than  are  permitted  under  the  grade  of  service  furnished  is  declared 

to  be  illegal  and  is  ordered  corrected. 
Service — Extensions. — The  practice  of  permitting  subscribers  to  attach  their  own 

instruments  to  a  line  for  extension  service,  without  charge,  held  to  be  unfair 

to  other  subscribers  and  ordered  discontinued. 
Management — Responsibility. — The    order   requires    that   management   must   be 

concentrated  in  one  individual  to  fix  responsibility. 

Appearances :  Farnstcorth,  McClure  and  Burke,  by  James  M.  Burke, 

By  the  Commission. 

OPINION. 

J.  G.  Kirkman,  owning  and  operating  the  telephone  system  at  Exeter, , 
Tulare  County,  under  the  name  of  Central  Telephone  Company,  applied 
to  the  Commission,  in  Application  No.  6207,  for  authority  to  increase 
his  rates  for  telephone  senice.    In  making  an  investigation  in  connec- 
tion with  this  application,  our  engineers  found  that  applicant  was 
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charging  discriminatory  rates,  was  not  keeping  account  of  his  revenue 
and  expenses  as  prescribed  by  this  Commission  and  was  not  practicing 
various  operating  methods  necessary  to  give  good  telephone  service 
economically. 

The  application  for  an  increase  in  rates-  was  denied  and  this  proceed- 
ing was  instituted  to  permit  Mr.  Kirkman,  hereinafter  referred  to  as 
the  owner,  to  show  cause,  if  any  he  has,  why  the  Commission  should 
not  order  such  changes  in  rates,  rules  and  practices  as  it  finds  just  and 
reasonable. 

A  hearing  on  this  matter  was  held  by  Examiner  Satterwhite  in 
Exeter  on  September  24,  1921.  Our  engineers  presented  a  report  set- 
ting forth  the  results  of  their  investigation  into  the  aflPair^  of  the  utility 
and  made  specific  recommendations  for  certain  changes.  The  owner 
submitted  no  evidence  to  disprove  or  to  justify  the  conditions  set  forth 
in  this  report,  copy  of  which  was  sent  him  prior  to  the  hearing.  He 
agreed  to  the  recommendations  made  in  it  and,  subsequent  to  the  hear- 
ing, stipulated  by  letter  that  he  would  install  selective  signaling  appa- 
ratus on  all  his  party-line  telephones.  The  necessity  for  this  type  of 
apparatus  will  be  shown  under  a  later  paragraph  on  the  subject  of 
service.  • 

We  feel  that  in  justice  to  the  owner  we  should  commend  him  upon 
the  excellent  plant  and  equipment  which  he  has  in  his  telephone  sys- 
tem and  upon  his  readiness  to  make  any  improvements  which  will  tend 
to  better  the  service. 

Valuation,  Revenue  and  Expenses. 

A  valuation  of  this  property  was  made  and  presented  by  our  Engi- 
neers in  connection  with  Application  No.  6207.  The  owner  did  not 
submit  any  evidence  in  Application  No.  6207  or  in  this  proceeding 
relative  to  the  value  of  the  property.  After  careful  consideration  of 
our  engineers'  figures  and  of  the  additions  to  plant  since  the  date  of 
the  appraisal,  we  find  the  fair  valuation  of  the  property  amounts  to 
$31,500  and  we  use  this  as  a  proper  rate  base. 

It  was  impossible  to  determine  the  revenue  and  expenses  of  the  util- 
ity for  the  year  ending  August  31,  1921,  because  no  attempt  had  been 
made  by  the  owner  to  keep  an  accurate  record  of  them  prior  to  Feb- 
ruary of  this  year.  It  was  apparent  from  the  analysis  made  by  our 
engineers,  however,  that  the  owner  would  make  a  liberal  return  upon 
his  investment  during  the  coming  year  with  the  present  rates  in  effect 
and  with  the  present  force  of  employees. 

Under  the  rate  structure  which  we  authorize,  the  owner  may  reason- 
ably expect,  during  the  next  twelve  months,  a  gross  revenue  amount- 
ing to  $12,000.    This  anticipates  an  increase  of  10  per  cent  in  the  num- 
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ber  of  stations  and  no  increase  in  the  volume  of  tell  business.  The 
present  rates  would  yield  approximately  the  same  amount  of  revenue. 
Discrimination,  however,  will  be  removed  by  the  authorized  rates. 

A  careful  estimate  of  the  expenses  of  the  utility  during  the  coming 
year  has  been  made  by  our  engineers.  Their  estimate  indicates  that 
after  making  allowance  for  an  additional  operator  for  the  busy  part 
of  the  day  and  for  a  depreciation  reserve  fund  for  the  replacement  of 
depreciable  property,  the  authorized  rates  will  yield  a  fair  return  upon 
the  investment. 

Rates. 

The  report  referred  to  above  shows  that  the  present  rate  for  indi- 
vidual line  telephones  is  the  same  for  both  business  and  residence  serv- 
ice. This,  in  our  opinion,  is  poor  practice  in  an  exchange  of  this  size 
and  we  have  made  a  differential  between  them  in  our  authorized  rate 
structure. 

The  report  also  shows  that  the  rate  for  ten-party  suburban  service 
varies  from  $1.50  to  $2  per  month  for  wall  telephones  and  that  various 
other  cases  of  discriminatory  rates  exist.  These,  of  course,  must  be 
rectified.  . 

The  authorized  rates  are  set  forth  in  the  order  following  this  opinion. 

Sorvioe. 

The  service  furnished  at  the  time  this  hearing  was  held  was  far 
superior  to  that  given  earlier  in  the  year.  However,  there  still  remains 
room  for  improvement  in  certain  respects.  Supervision  over  the 
operators  should  be  improved  and  extra  operating  help  employed  dur- 
ing the  busy  hours.  Allowance  has  been  made  for  this  in  our  estimate 
of  expenses. 

At  the  present  time  code  signals  are  used  on  party  line  stations.  As 
a  result,  a  four-party  line  subscriber's  bell  rings  when  any  one  of  the 
other  three  parties  on  his  line  is  called.  This  can  be  eliminated  by  the 
use  of  selective  signaling  and,  as  stated  earlier  in  this  opinion,  the 
owner  has  agreed  to  install  this  system. 

The  owner  has  permitted  more  subscribers  to  be  connected  to  certain 
party  lines  than  are  permitted  under  the  grade  of  service  furnished. 
This  is  not  only  illegal,  but  is  very  poor  telephone  practice  and  must 
be  corrected. 

He  has  also  permitted  a  practice  with  certain  subscribers  which  has 
been  found  to  be  detrimental  to  the  service  and  which  is  an  injustice 
to  the  other  rate  payers.  This  consists  of  furnishing  a  subscriber  with 
a  telephone  at  the  usual  rate,  then  permitting  him  to  attach  his  own 
instruments  to  the  line,  using  them  as  extension  sets.  This  practice 
must  be  discontinued. 
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Accounting  Mothods. 

In  order  to  keep  his  books  according  to  the  accounting  methods  pre- 
scribed by  this  Commission  in  the  resolution  adopted  September  23, 
1921,  making  the  Interstate  Commerce  Commission's  Uniform  Classifi- 
cation of  Accounts  for  Class  C  companies  effective  January  1,  1922, 
the  owner  should  install  a  set  of  books  showing  the  various  accounts 
which  he  must  keep,  and  should  also  employ  a  bookkeeper  who  is  suflS- 
ciently  familiar  with  telephone  accounting  to  properly  allocate  the 
expenses.  Allowance  has  been  made  in  our  estimate  for  this  additional 
item  of  expense. 

Besides  a  new  set  of  books,  all  the  various  voucher  forms,  daily  work 
reports  and  other  detail  sheets  necessary  to  determine  the  proper 
charges  should  be  installed  in  order  to  perform  the  accounting  as 
prescribed. 

Our  engineers  called  attention  to  the  fact  that  the  owner  kept  no 
record  of  the  class  of  service  desired  nor  the  rate  to  be  paid  by  appli- 
cants for  service.  This  will  necessitate  the  adoption  of  some  form  of 
application  blank  which  must  form  a  part  of  the  owner's  permanent 
records. 

The  system  of  collection  used  by  the  owner  does  not  permit  a  check 
to  be  made  of  the  amount  of  money  secured.  This  should  be  replaced 
by  a  duplicate  receipt  or  some  other  system  which  will  show  the  amount 
collected  froto  each  subscriber  and  which  wiU  enable  an  accountant  to 
make  a  complete  analysis  of  the  revenue. 

Management. 

Certain  evidence  collected  in  this  case  and  in  Application  No.  6207 
indicated  that  there  was  a  lack  of  responsibility  in  the  management  of 
this  system.  We  feel  that  this  responsibility  must  be  assumed  by  one 
individual  who  will  execute  the  policies  and  plans  of  the  utility  and 
we  have  required  this  in  the  order. 

ORDER. 

Proceedings  in  the  above  entitled  matter  having  been  instituted  on 
the  Commission's  own  motion,  the  case  having  been  heard,  the  Com- 
mission being  fully  advised  and  the  matter  having  been  submitted: 

The  Commission  hereby  finds  that  the  present  rate  schedule  is  dis- 
criminatory; that  the  service  should  be  improved;  that  the  accounting 
methods  should  be  changed  to  meet  the  requirements  of  the  Commis- 
sion's Uniform  Classification  of  Accounts  for  Telephone  Companies, 
and  that  some  one  individual  should  be  charged  with  the  duty  of  man- 
aging the  affairs  of  the  company.  Basing  its  conclusions  on  the  fore- 
going findings ; 
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If  is  hereby  ordered,  that  Mr.  J.  6.  Kirkman,  hereinafter  referred  to 
as  the  owner,  shall  file  with  this  Commission  within  thirty  (30)  days 
from  the  date  of  this  order,  a  schedule  of  rates  which  will  remove  dis- 
crimination and  which  in  no  case  will  exceed  the  rates  set  forfh  in  the 
following  paragraph  of  the  order.  This  schedule,  upon  approval  by 
the  Commission,  may  be  made  effective  on  and  after  January  1,  1922. 

It  is  hereby  fu^iker  ordered,  that  the  owner  is  authorized  to  file 
with  the  Commission  within  thirty  (30)  days  from  the  date  of  this 
order  the  following  schedule  of  rates.  Upon  approval  these  rates  may 
be  made  effective : 

Rate  Schedule, 


Olassiflcation 


Individual  line 

Two-party  line , 

Four-party  line 

Suburban  10-party  line. 
Extensions 

Farmer  line  (1) 

Farmer  line  (2) ^ 


Per  moDtb, 

Per  month. 

businesa 

residence 

$2  75 

$2  25 

225 

200 

200 

1  75 

225 

200 

1  00 

1  00 

Per  annum 

Per  annum 

$7  20 

$3  60 

960 

600 

Note— Fanner  line  rate  marked  (1)  indlcatps  that  subscriber  owns  both  the  line  and  the 
telephone  instrument.  Farmer  line  rate  marked  (2)  indicates  that  the  company  owns  the  tele- 
phone instrument. 

All  of  the  above  rates  are  for  wall  telephones.  Desk  telephones  are  25  cents  additional  per 
month  on  all  classes  of  service  except  extensions  and  farmer  lines  where  th^  subscriber  owns 
the  Instrument. 

If  owner  desires  he  may  bDl  and  collect  farmer  line  rental  on  a  monthly  basis. 

The  above  rates  for  individual  line,  two-party  line  and  four-party 
line  service  apply  only  within  the  primary  rate  area  which  shall  be 
defined  by  the  city  limits  of  the  city  of  Exeter.  The  following  mile- 
age charges  shall  apply  beyond  this  area : 

Mileage, 

Per  quarter  mile 
Classification.  or  fraction  thereof 

Individual   line,  per  month 10  50 

Two-party  line,  pef  month 35 

Four-party   line,   per  month 25 

Mileage  shall  be  based  upon  the  shortest  airline  distance  from  the  subscriber's 
premises  to  the  primary  rate  area. 

It  is  hereby  furtlier  ordered,  that  the  service  shall  be  improved  by 
the  following: 

1.  Closer  supervision  must  be  maintained  over  the  operating  force. 

2.  An  additional  operator  shall  be  employed  during  the  **peak 
load''  period  of  the  day  when  this  is  necessary  to  give  good  service. 

3.  Selective  signaling  apparatus  shall  be  installed  on  all  party-line 
stations.  This  work  shall  be  completed  by  February  15,  1922,  unless 
good  cause  is  ahow©  for  an  extension  of  time. 
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4.  No  telephone  line  shall  have  connected  thereto  more  stations  than 
the  grade  of  service  furnished  permits.  This  condition  shall  be  ful- 
filled within  ninety  (90)  days  from  the  date  of  this  order. 

5.  The  owner  shall  not  permit  subscribers  to  attach  privately  owned 
telephones  to  any  exchange  lines  or  stations  to  be  used  as  extension 
sets.  All  such  cases  existing  at  this  time  shall  be  corrected  within 
thirty  (30)  days  from  the  date  of  this  order. 

It  is  hereby  further  ordered,  that  the  owner  shall  adopt  a  system  of 
application  blanks  which  will  show  the  class  of  service  desired  and 
the  rate  to  be  collected  for  each  applicant  for  service;  a  system  of 
duplicate  receipts  or  other  means  of  showing  the  actual  amount  of 
money  collected  from  each  subscriber.  These  shall  become  effective 
not  later  than  January  1,  1922,  and  shall  form  a  part  of  the  per- 
manent records  of  the  company. 

It  is  hereby  further  ordered,  that  the  owner  shall  designate  to  the 
Commission  an  individual  who  shall  be  responsible  for  the  character 
of  the  service  furnished  and  for  the  management  of  the  company. 

It  is  hereby  further  ordered,  that  the  owner  shall  set  aside  into  a 
depreciation  fund  the  sum  of  $1,080  per  annum  in  monthly  install- 
ments of  $90  for  the  purpose  of  taking  care  of  such  renewals  and 
replacements  as  shall  be  covered  by  the  fund.  He  shall  file  with  the 
Commission  within  sixty  (60)  days  from  the  date  of  this  order  his 
suggestions  for  rules  governing  the  functions  and  use  of  the  deprecia- 
tion fund  and  these  rules  shall  thereafter  go  into  effect  as  approved  or 
modified  by  the  Commission.  The  setting  aside  of  the  fund  shall 
begin  on  February  1,  1922. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  December, 
1921. 


Decision  No.  9856. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  INTERSTATE  GAS  COM- 
PANY FOR  AN  ORDER  AUTHORIZING  THE  ISSUANCE  OF  STOCK 
AND  BONDS  AND  TO  PURCHASE  ALL  THE  PROPERTY  FORMERLY 
OWNED  AND  USED  AND  OPERATED  BY  IMPERIAL  VALLEY  GAS 
COMPANY  NOW  OWNED  BY  W\  F.  HOLT. 


Application  No.  7054. 
Decided  December  8,  1921. 


Application  to  issue  $100,000  bonds  and  $150,000  common  stock  to  acquire  and 
rehabilitate  gas  property  denied  without  prejudice.  The  Commission  held 
that:  The  method  of  financing  the  acquisition  and  rehabilitation  of  the  prop- 
erties to  be  unsound ;  will  result  in  over-capitalization  and  impose  a  burden 
of  fixed  charges  upon  the  properties,  making  their  successful  operation  very 
doubtful.  Bonds  should  be  issued  for  the  purpose  of  rehabilitating  and  improve 
ing  the  properties  and  not  for  their  acquisition. 

Burrell  D.  Neighbors,  for  Applicant, 
Bt  the  Commission. 
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OPINION. 

Interstate  Gas  Company  in  the  above  entitled  application  asks  per- 
mission to  issue  $100,000  of  7  per  cent  bonds  and  $150,000  of  common 
stock  to  acquire  the  properties  formerly  owned  by  Imperial  Valley 
Gas  Company  but  now  owned  by  W.  F.  Holt,  to  reconstruct  and 
improve  some  of  the  properties  and  pay  for  license  rights  to  use  the 
**Hoyt  process''  to  manufacture  gas. 

A  hearing  was  had  on  this  application  before  Examiner  Geary,  at 
Los  Angeles,  on  October  13.  Consideration  has  been  given  to  the  tes- 
timony submitted  at  the  hearing  and  to  statements  filed  subsequent 
thereto,  and  this  matter  is  now  ready  for  decision. 

W.  F.  Holt  acquired  at  foreclosure  sale  the  properties  formerly 
owned  by  Imperial  Valley  Gas  Company.  Under  date  of  July  26, 
1921,  he  offered  to  sell  the  properties  to  W.  Dieterle,  acting  on  behalf 
of  Interstate  Gas  Company.  He  agreed  to  sell  the  properties  for 
$50,000  of  first  mortgage  7  per  cent  bonds  at  par  of  20  or  30  years 
duration,  as  the  Railroad  Commission  may  determine,  and  $125,000 
of  common  stock.  Reference  will  hereafter  be  made  to  the  issue  of 
the  $125,000  of  stock. 

W.  F.  Holt  is  willing  to  accept  in  payment  for  the  properties  the 
$50,000  of  first  mortgage  bonds,  subject,  among  others,  to  the  condi- 
tion that  the  purchasers  secure  $45,000  in  cash  to  improve  the  prop- 
erties and  that  the  mortgage  be  a  first  lien  on  all  the  properties  except 
franchises  and  rights  of  way  located  elsewhere  than  in  the  cities  of 
El  Centro  and  Imperial.  Rights  of  way  not  located  ib  the  cities  of 
El  Centro  and  Imperial  and  franchises  not  pertaining  to  the  opera- 
tion of  the  gas  plants  in  those  cities  shall  not  be  subject  to  the  lien 
of  the  mortgage.  The  mortgage  is  to  contain  an  after-acquired  prop- 
erty clause  covering  all  improvements  which  may  be  made  to  the  prop- 
erties in  the  cities  of  El  Centro  and  Imperial. 

Applicant  proposes  to  secure  the  $45,000  in  cash  necessary  for 
improving  the  system  through  the  sale  of  $50,000  of  bonds.  W. 
Dieterle,  president  of  Interstate  Gas  Company,  testified  that  in  his 
opinion  the  bonds  can  not  be  gold  without  stock  being  given  as  a 
bonus.  It  appears  from  the  record  that  the  consideration  which 
W.  F.  Holt  is  to  receive  for  the  properties  is  $50,000  of  first  mortgage 
bonds  and  that  he  does  not  intend  to  retain  the  $125,000  of  stock.  As 
a  matter  of  fact,  it  appears  from  the  testimony  that  the  $125,000  of 
stock  will  be  delivered  by  W.  F.  Holt  to  W.  Dieterle  and  his  asso- 
ciates, who  plan  on  distributing  some  of  the  stock  as  a  bonus  to  bond 
purchasers  and  retain  some  as  their  compensation  for  services 
rendered. 
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In  addition  to  the  $125,000  of  stock,  applicant  asks  permission  to 
issue  $25,000  of  stock  for  the  purchase  of  an  exclusive  license  right 
to  use  the  **Hoyt  process''  for  the  manufacture  of  gas.  If  applicant's 
requests  were  granted  and  the  authority  exercised,  it  would  have  out- 
standing $150,000  of  stock  and  $100,000  of  bonds. 

The  Railroad  Commission  by  Decision  No.  7826,  dated  July  8,  1920 
(Vol.  18,  Opinions  and  Orders  of  the  Railroad  Commission  of  Cali- 
fornia, page  511),  authorized  Imperial  Valley  Gas  Company  to  sell 
all  of  its  properties  to  whomsoever  may  purchase  the  properties  at 
foreclosure  sale  and  authorized  said  purchaser  to  acquire  all  of  said 
properties  and  sell  all  of  said  properties  to  the  Interstate  Gas  Com- 
pany. In  the  same  decision  the  Commission  authorized  Interstate 
Gas  Company  to  acquire  all  of  said  properties  and  issue  on  or  before 
December  1,  1920,  in  full  payment  therefor,  $150,000  of  stock.  The 
Commission  in  Decision  No.  7826  expressed  the  opinion  that  the  Inter- 
state Gas  Company  should  not  issue  more  than  $150,000  of  its  com- 
mon stock  to  acquire  all  of  the  properties  of  the  Imperial  Valley  Gas 
Company. 

The  Interstate  Gas  Company  did  not  issue  any  of  the  stock  nor 
has  it  acquired  the  properties.  The  properties  were  sold  at  fore- 
closure sale  to  W.  F.  Holt,  who  still  owns  them.  They  have  not  been 
operated  since  August,  1920.  Some  of  the  meters  have  been  removed 
from  private  residences  and  placed  in  the  warehouse.  Some  of  the 
transmission!  line  between  Brawley  and  Imperial  has  been  taken  up. 
It  appears  that  there  is  no  present  intention  on  the  part  of  those  now 
interested  in  rehabilitating  the  properties  to  replace  the  Brawley 
transmission  line,  or  sell  gas  in  Brawley.  They  intend  to  confine 
their  operations  for  the  present  at  least  to  the  El  Centro  and  Imperial 
properties.  Investigations  made  by  the  Commission's  engineers  dur- 
ing the  early  part  of  1920  show  that  the  properties  were  then  in  a 
poor  operating  condition.  Since  then,  practically  nothing  has  been  done 
to  improve  the  properties.  No  detailed  report  or  information  was  filed 
in  connection  with  this  proceeding  showing  the '.present  condition  of 
the  properties.  Applicant  has,  however,  filed  a  statement  in  which  it 
alleges  that  with  an  expenditure  of  $44,850  the  properties  can  be 
rehabilitated  and  the  machinery'  necessary  to  manufacture  gas  by  the 
**Hoyt  process*'  installed.  The  Commission's  engineers  are  of  the 
opinion  that  $44,850  is  not  sufilcient  to  place  the  properties  in  satis- 
factory operating  condition. 

The  Commission  has  heretofore  indicated  how  much  stock  it  will 
permit  Interstate  Gas  Company  to  issue  to  acquire  the  properties  of 
Imperial  Valley  Gas  Company.  There  was  no  evidence  introduced 
which  in  our  opinion  justifies  a  reversal  of  the  Commission's  opinion 
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and  order  in  Decision  No.  7826.  The  method  of  financing  the  acquisi- 
tion and  rehabilitation  of  the  properties,  we  believe,  to  be  unsound 
and  will  result  in  over-capitalization  and  impose  a  burden  of  fixed 
charges  upon  the  properties  which  makes  their  successful  operation 
very  doubtful.  Any  bonds  which  applicant  may  desire  to  issue  should 
be  issued  for  the  purpose  of  rehabilitating  and  improving  the  prop- 
erties and  not  for  their  acquisition. 

Because  applicant  has  submitted  no  evidence  showing  that  it  can 
acquire  the  properties  on  the  basis  outlined  in  Decision  No.  7826,  it 
does  not  appear  to  be  necessary  at  this  time  to  discuss  further  the 
amount  of  stock  which  applicant  intends  to  issue  in  payment  for  an 
exclusive  license  right  to  use  the  *'Hoyt  process''  for  the  manufac- 
ture of  gas;  nor  the  amount  of  stock  that  will  be  distributed  as  a 
bonus  to  bond  purchasers  or  as  compensation  for  services  rendered  by 
W.  Dieterle  and  his  associates;  nor  the  estimated  cost  of  additions 
and  betterments  and  the  estimated  operating  revenues  and  expenses. 
The  Commission  will  consider  any  requests  that  may  be  contained  in 
a  supplemental  application,  provided  such  requests  are  predicated 
upon  Decision  No.  7826.  What  action  the  Commission  may  take  on 
any  supplemental  application  can  obviously  not  be  told  until  the  facts 
are  properly  before  the  Commission. 

ORDER. 

Interstate  Gas  Company  having  applied  to  the  Railroad  Commis- 
sion for  permission  to  issue  stock  and  bonds,  a  public  hearing  having 
been  held,  and  the  Commission  having  considered  the  evidence  sub- 
mitted and  being  of  the  opinion  that  this  application  should  be  denied 
without  prejudice; 

It  is  hereby  ordered,  that  the  above  entitled  application  be  and  it 
is  hereby  denied  without  prejudice. 

Dated  at  San  Francisco,  California,  this  eighth  day  of  December, 
1921. 


Decision  No.  9859. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  CALIFORNIA 
GAS  COMPANY  FOR  AN  ORDER  AUTHORIZING  THE  ISSUANCE 
AND  SALE  OF  BONDS. 


Application  No.  7245. 
Decided  December  10,   1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

Whereas,   the  Railroad  Commission  by  Decision  No.   9271,   dated 
November   5,   1921,   authorized   Southern   California   Gas  Company, 
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among  other  things,  to  issue  $1,000;000  of  first  and  refunding  mortgage 
bonds  subject,  among  others,  to  the  condition  that  the  proceeds  from 
the  sale  of  $507,000  of  first  and  refunding  bonds  be  deposited  with 
the  trustee  and  expended  for  such  purposes  as  the  Railroad  Commission 
might  authorize;  and 

Whereas,  Southern  California  Gas  Company  reports  that  prior  to 
September  30,  1921,  it  expended  for  extensions,  additions  and  better- 
ments the  sum  of  $136,075.68  which  has  not  been  reimbursed  by  moneys 
obtained  from  the  sale  of  bonds;  and 

Whereas,  applicant,  to  finance  these  expenditures,  in  part,  asks  per- 
mission to  use  the  proceeds  from  the  sale  of  $102,000  of  the  said 
$507,000  of  bonds;  and 

Whereas,  applicant  further  asks  permission  to  use  the  proceeds  from 
the  sale  of  an  additional  $50,000  of  said  $507,000  of  bonds  to  reimburse 
itself  for  moneys  expended  in  retiring  $30,000  of  Riverside  Light  and 
Fuel  Company  bonds  and  a  $20;000  note  which  was  a  lien  on  the 
properties  of  Economic  Gas  Company  at  the  time  of  its  acquisition 
by  applicant;  and 

Whereas,  it  appears  to  the  Railroad  Commission  that  applicant's 
request  should  be  granted;  now,  therefore, 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  9271,  dated 
November  5, 1921,  be  and  it  is  hereby  modified  so  as  to  permit  Southern 
California  Gas  Company  to  use  the  proceeds  from  the  sale  of  $152,000 
of  the  $507,€00  of  first  and  refunding  mortgage  bonds  referred  to  in 
Condition  *'2''  of  the  order  in  said  Decision  No.  9271,  to  reimburse 
its  treasury,  in  part,  and  to  finance  the  cost  of  the  extensions,  additions 
and  betterments  referred  to  herein ; 

It  is  hereby  furtlver  ordered,  that  the  order  in  Decision  No.  9721, 
dated  November  5,  1921,  shall  remain  in  full  force  and  effect  except 
as  modified  by  this  first  supplemental  order. 

Dated  at  San  Francisco,  California,  this  tenth  day  of  December,  1921. 


Decision  No.  9862. 

CITY  AND  COUNTY  OF  SAN  FRANCISCO,  A  MUNICIPAL  CORPORATION, 

vs, 
SPRING  VALLEY  WATER  COMPANY. 

Case   No.    842. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SPRING  VALLEY  WATER 
COMPANY  FOR  PERMISSION  TO  INCREASE  THE  RATES  AND 
CHARGES  FOR  WATER  FURNISHED  BY  IT  TO  THE  CITY  AND 
COUNTY  OF  SAN  FRANCISCO  AND  ITS  INHABITANTS. 


Application  No.  2739. 
Decided  December  10,  1921. 


By  the  Commission. 
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ORDER    DENYING   REHEARING. 

Application  for  rehearing  having  been  filed  herein  on  the  twenty- 
fifth  day  of  October,  1921,  by  the  city  and  county  of  San  Francisco, 
a  municipal  corporation,  requesting  that  a  rehearing  be  had  in  the 
above  entitled  proceedings  for  the  purpose  of  considering  certain 
allegations  contained  in  a  certain  resolution  of  the  board  of  supervisors 
of  said  city  and  county  of  San  Francisco,  No.  19,326  (new  series) 
relative  to  the  order  heretofore  made  in  these  proceedings  on  the 
twelfth  day  of  August,  1921  (Decision  No.  9352),  and  as  to  which 
said  rehearing  is  sought,  and  for  the  further  purpose  of  permitting 
any  interested  persons  to  appear  before  the  Commission  and  present 
proof  in  support  of  said  allegations  contained  in  said  resolution;  and 
it  appearing  to  the  Commission  that  the  allegations  contained  in  said 
resolution  have  already  been  fully  considered  in  public  hearings  by  the 
Committee  on  Public  Utilities  and  Lighting,  Water  Service  and  Tele- 
phone Service  of  the  city  and  county  of  San  Francisco,  and  that  their 
report  thereon  does  not  sustain  or  confirm  said  allegations;    . 

And  it  further  appearing  that  all  of  the  matters  referred  to  in  said 
petition  for  rehearing  were  fully  considered  by  this  Commission  prior 
to  the  making  of  its  said  order  (Decision  No.  9352)  as  to  which  rehear- 
ing is  sought,  and  that  no  new  matters  are  presented  or  suggested 
which  would  justify  a  further  hearing;  now,  therefore, 

It  is  hereby  ordered,  that  said  application  for  rehearing  filed  herein 
on  the  twenty-fifth  day  of  October,  1921,  by  the  city  and  county  of 
San  Francisco,  be  and  the  same  is  hereby  denied. 

Dated  at  San  Francisco,  California,  this  tenth  day  of  December,  1921. 


Decision  No.  9863. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  FRESNO  CITi'  WATER 
CORPORATION  FOR  AN  ORDER  AUTHORIZING  IT  TO  MAKK. 
EXECUTE  AND  DELIVER  A  CERTAIN  INDENTURE  OF  TRUST 
MORTGAGE  OF  ITS  PROPERTY. 

Application  No.  7363. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  FRESNO  CITY  WATER 
CORPORATION  FOR  AN  ORDER  AU'HIORIZING  THE  ISSUE  OF 
CERTAIN  OF  ITS  FIRST  AND  REFUNDING  MORTGAGE  GOLD 
BONDS. 


Application  No.  7364. 
Decided  December  12,   1921. 


Murray  Bourne^  for  Applicant. 

RowELL,  Commissioner, 

OPINION. 

In  Application  No.  7363  Fresno  City  Water  Corporation  asks  per- 
mission to  execute  a  mortgage  substantially  in  the  same  form  as  the 
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amended  mortgage  filed  in  said  application  and  marked  Exhibit  *'A". 
Reference  will  hereafter  be  made  to  certain  provisions  of  the  mortgage. 

In  Application  No.  7364  Fresno  City  Water  Corporation  asks  per- 
mission to  issue  $400,000  of  6^  per  cent  face  value  of  **  Series  A  of 
1956*^  first  and  refunding  mortgage  gold  bonds  to  finance  the  cost 
of  additions  and  betterments  and  to  reimburse  its  treasury  on  account 
of  earnings  expended  for  such  additions  and  betterments. 

The  two  applications  were  consolidated  for  hearing  and  decision. 

On  February  10,  1920,  the  Railroad  Commission  by  Decision  No. 
7107  (Vol.  17,  Opinions  and  Orders  of  the  Railroad  Commission  of 
California,  p.  770),  authorized  Fresno  City  Water  Corporation  to 
acquire  the  properties  of  Fresno  City  Water  Company  and  to  execute 
a  mortgage  securing  the  payment  of  a  total  issue  of  $2,500,000  of  first 
and  refunding  mortgage  6  per  cent  bonds  due  September  1,  1959. 
In  that  decision,  the  Commission  also  authorized  applicant  to  issue 
$250,000  of  said  bonds.  The  record  in  this  proceeding  shows  that 
the  company  issued  $50,000  of  the  bonds  at  85  and  accrued  interest. 
Thereafter,  because  of  the  advance  in  interest  rates,  applicant  was 
unable  to  sell  any  additional  6  per  cent  bonds,  except  at  a  large  dis-^ 
count.  Rather  than  sell  the  bonds  at  a  large  discount,  the  company 
deferred  the  issue  and  sale  of  any  additional  bonds.  The  testimony 
shows  that  applicant  has  reacquired  at  85  and  accrued  interest  the 
$50,000  of  6  per  cent  bonds  heretofore  issued.  It  now  proposes  to 
execute  a  new  mortgage  which  will  permit  of  the  issue  of  $5,000,000 
of  bonds  in  series.  Originally,  applicant  proposed  to  issue  $400,000 
of  7  per  cent  **  Series  A  of  1956"  first  and  refunding  mortgage  bonds 
callable  at  107  and  accrued  interest  on  or  before  November  1,  1931, 
and  105  and  accrued  interest  thereafter.  The  issue  of  7  per  cent  bonds 
by  applicant  was  questioned  by  W.  C.  Fankhauser  in  charge  of  the 
Commission 's  department  of  finance  and  accounts.  Recently  applicant 
advised  the  Commission  that  it  had  concluded  to  reduce  the  interest 
rate  on  the  $400,000  of  bonds  from  7.  to  6^  per  cent,  and  that  it  now 
proposes  to  sell  the  6^  per  cent  bonds  at  98^  and  accrued  interest, 
said  bonds  being  noncallable  for  15  years  and  thereafter  at  105  and 
accrued  interest.  Amendments  to  the  proposed  mortgage  to  carry 
into  effect  the  change  in  the  interest  rate  have  been  filed  by  applicant. 

Of  the  $5,000,000  of  bonds  which  may  he  issued  under  the  proposed 
mortgage,  $235,000  are  reserved  to  retire  underlying  bonds,  $400,000 
may  be  issued  forthwith  and  $4,365,000  may  be  certified  from  time  to 
time  for  the  purpose  of  enaibling  applicant  to  acquire  additional  prop- 
erties or  construct  extensions,  additions  and  betterments  to  its  present 
properties.    The  $4,365,000  of  bonds  may  be  certified  in  amounts  not 
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in  excess  of  75  per  cent  of  the  actual  money  expended  or  of  actual 
contracted  liabilities  incurred  for  the  acquisition  or  construction  of  new 
properties,  extensions,  additions  and  betterments,  provided  among  other 
things,  that  the  net  income  of  the  company  for  the  period  of  twelve  con- 
secutive calendar  months  out  of  the  fourteen  calendar  months  immedi- 
ately preceding  the  month  in  which  application  for  certification  and 
delivery  of  bonds  shall  have  been  made  has  been  at  least  equal  to  one 
and  three-quarter  times  the  annual  interest  charges  on  the  company's 
outstanding  bonded  indebtedness,  including  the  bonds  which  the  trustee 
is  asked  to  certify.  Reference  is  here  made  to  the  mortgage  for  a  more 
complete  statement  of  the  provisions  under  which  bonds  may  be  certi- 
fied and  issued  and  the  terms  and  conditions  under  which  the  company 
proposes  from  time  to  time  to  issue  the  $5,000,000  of  bonds.  The  appli- 
cations before  the  Commission  cover  only  the  issue  of  $400,000  of  the 
$5,000,000  of  bonds. 

The  authority  herein  granted  to  execute  a  mortgage  securing  the 
payment  of  an  authorized  issue  of  $5,000,000  of  bonds  in  no  way 
carries  with  it  permission  to  issue  and  sdl  or  otherwise  dispose  of  any 
of  said  bonds.  The  issue  and  disposition  of  the  bonds  is  a  matter  sepa- 
rate and  distinct  from  the  execution  of  the  mortgage. 

Applicant,  as  of  September  30,  1921,  reports  assets  and  liabilities 
as  follows: 

Asset  Accounts. 

Fixed  capital   $1,286,732  24 

Sinking   fund   82,939  05 

Treasury  securities 8,265  00 

Cash 17,229  76 

Materials    and    supplies 22,642  .*52 

Accounts    receivable   M9  99 

Prepayments    ^ 860  42 

Bond  discount  and  expense 10,235  92 

Undistributed  disbursements 12,601  65 

Total  asset  accounts $1,441,850  35 

Li4ihility  Accounts, 

Capital   stock   1 $350,000  00 

Bonds 298,000  00 

Notes  payable 108,462  26 

Interest  and  taxes  accrued 6,631  52 

Accounts   payable    -  183,323  67 

Reserves    220,623  85 

Capital  surplus   / 222,160  82 

Surplus    52,645  23 

Total  liability  accounts $1,441,856  35 

The  item  of  **  fixed  capital,  *'  reported  at  $1,286,732.24,  includes 
$344,985.20  representing  franchises  and  water  developments. 

The  $298,000  of  bonds,  reported  outstanding  on  September  30,  1921, 
includes  $74,500  of  bonds  in  the  sinking  fund,  $4,000  repurchased  by 


Digitized  by 


Google 


CALIFORNIA  RAILROAD  COMMISSION  DECISIONS.  979 

the  compaDy  and  $5,000  deposited  with  the  New  Amsterdam  Casualty 
Company.  The  amount  of  bonds  issued  and  in  the  hands  of  the  public 
on  September  30,  1921,  was  reported  at  $214,500. 

The  testimony  and  record  show  that  applicant  and  its  predecessor, 
Fresno  City  Water  Company,  expended  for  extensions,  additions 
and  betterments  from  October  1,  1912,  to  September  30,  1921,  the  sum 
of  $562,549.29.  Of  these  expenditures,  $22,074.01  have  been  financed 
through  the  issue  of  bonds  under  Decision  No.  354,  dated  November 
4,  1912,  leaving  a  balance  of  $540,475.28  against  which  no  bonds  have 
been  issued.  To  pay  for  the  extensions,  additions  and  betterments, 
applicant  has  borrowed  money  through  the  issue  of  short  term  notes, 
has  incurred  indebtedness  evidenced  by  accounts  payable  and  has 
invested  earnings. 

Against  the  reported  construction  expenditures,  of  $540,475.28,  appli- 
cant proposes  to  issue  $400,000  of  bonds.  It  asks  permission  to  use  the 
proceeds  from  the  sale  of  the  $351,057.47  of  bonds  to  pay  current 
indebtedness  and  reimburse  its  treasury  and  use  the  proceeds  from  the 
remainder  of  the  bonds  to  pay  for  extensions,  additions  and  better- 
ments installed  after  September  30,  1921.  The  order  indicates  the 
manner  in  which  applicant  may  use  the  proceeds  from  the  sale  of  its 
bonds. 

I  herewith  submit  the  following  form  of  order. 

ORDER. 

Fresno  City  Water  Corporation  having  applied  to  the  Railroad  Com- 
mission for  permission  to  execute  a  mortgage  and  to  issue  $400,000 
of  bonds,  a  public  hearing  having  been  held  and  the  Railroad  Com- 
mission being  of  the  opinion  that  the  money,  property  or  labor  to  be 
procured  or  paid  for  by  such  issue  is  reasonably  required  for  the 
purpose  or  purposes  specified  in  this  order  and  that  the  expenditures 
herein  authorized  are  not  in  whole  or  in  part  reasonably  chargeable 
to  operating  expenses  or  to  income ; 

It  is  hereby  ordered,  that  Fresno  City  Water  Corporation  be  and  it 
is  hereby  authorized  to  execute  a  mortgage  substantially  in  the  same 
form  as  the  mortgage  filed  in  Application  No.  7363  and  marked  Exhibit 
**A'',  as  amended  on  December  12,  1921,  provided; 

That  the  authority  herein  granted  to  execute  a  mortgage  is  for  the 
purpose-  of  this  proceeding  only  and  is  granted  in  so  far  as  this  Com- 
mission has  jurisdiction  under  the  terms  of  the  Public  Utilities  Act 
and  is  not  intended  as  an  approval  of  said  mortgage  as  to  such  other 
legal  requirements  to  which  said  mortgage  may  be  subject. 

It  is  liereby  further  ordered,  that  Fresno  City  Water  Corporation 
be  and  it  is  hereby  authorized  to  issue  $400,000  of  its  **  Series  A  of 
1956*'  first  and  refunding  6 J  per  cent  bonds,  due  November  1,  1956. 
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The  authority  herein  granted  is  subject  to  further  conditions  as 
follows : 

1.  The  bonds  herein  authorized  to  be  issued  shall  be  sold,  for  cash, 
at  not  less  than  98|  of  their  face  value  and  accrued  interest. 

The  proceeds  from  the  sale  of  approximately  $351,057.47  of  bonds 
shall  be  used  by  applicant  to  finance  in  part  the  cost  of  the  extensions, 
additions  and  betterments  described  in  Exhibit  **A''  filed  in  Appli- 
cation No.  7364.  Before  using  any  of  the  proceeds  from  the  sale  of  the 
$351,057.47  of  bonds  to  reimburse  its  treasury,  applicant  shaU  pay  all 
of  its  notes  and  accounts  payable  incurred  in  connection  with  the 
construction  of  the  extensions,  additions  and  betterments  described  in 
said  Exhibit  **A".  The  proceeds  remaining  after  the  payment  of  said 
notes  and  accounts  payable  may  be  used  by  applicant  to  reimburse  its 
treasury  because  of  earnings  expended  to  pay  in  part  the  cost  of  the 
extensions,  additions  and  betterments  reported  in  said  Exhibit  '*A", 
provided  that  said  proceeds  be  expended  for.  extensions,  additions  and 
betterments  properly  chargeable  to  capital  account  under  the  uniform 
system  of  accounts  prescribed  by  this  Commission. 

3.  The  proceeds  from  the  sale  of  $48,942.53  of  the  bonds  shall  be 
expended  only  for  such  purposes  as  the  Railroad  Commission  may 
hereafter  authorize. 

4.  Fresno  City  Water  Corporation  shall  keep  such  record  of  the  issue 
and  sale  of  the  bonds  herein  authorized  and  of  the  disposition  of  the 
proceeds  as  will  enable  it  to  file  on  or  before  the  twenty-fifth  day  of 
each  month  a  verified  report,  as  required  by  the  Railroad  Commission 's 
General  Order  No.  24,  which  order  in  so  far  as  applicable  is  made  a 
part  of  this  order. 

'5.  The  authority  herein  granted  will  not  become  eflfective  until  appli- 
cant has  paid  the  fee  prescribed  in  section  57  of  the  Public  Utilities 
Act,  which  fee  amounts  to  $350. 

6.  The  authority  herein  granted  will  apply  only  to  such  bonds  as  may 
be  issued,  sold  and  delivered  on  or  before  April  1,  1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the 
State  of  California. 

Dated  at  San  Francisco,  California,  this  twelfth  day  of  December, 
1921.  * 
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Decision  No.  9864. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  CALIFORNIA 
TELEPHONE  COMPANY  FOR  AN  ORDER  FIXING  JUST  AND  REA- 
SONABLE RATES  FOR  TELEPHONE  SERVICE,  AUTHORIZING  THE 
FILING  OF  SAME  WITH  THE  COMMISSION,  FIXING  A  DATE 
WHEN  SUCH  JUST  AND  REASONABLE  RATES  SHALL  BECOME 
EFFECTIVE,  AND  DEFINING  EXCHANGES  AND  EXCHANGE 
BOUNDARIES  FOR  THE  ADMINISTRATION  AND  APPLICATION 
OF  SAID  JUST  AND  REASONABLE  RATES,  TOGETHER  WITH 
RULES    AND    REGULATIONS    APPERTAINING    THERETO. 


Application  No.  6285. 
Decided  December  14,  1921. 


Investment,  Valuation,  Rate  Base. — Rate  base  held  not  controlling  factor  in 
fixing  rates  for  this  utility  at  this  time.  The  comi)etitive  conditions  of  the 
past  rendered  unprofitable  operations  before  consolidation.  It  is  declared  to 
be  unreasonable  to  place  entirely  upon  present  subscribers  the  costs  and  losses 
incident  to  consolidation. 

Operating  Costs  and  Other  Expenses  and  Charges. — Rates  fixed  are  designed 
to  allow  the  company  reasonable  operation  expenses,  including  a  proper  allow- 
ance for  depreciation  and  taxes,  reasonable  compensation  to  affiliated  com- 
panies for  service  rendered  or  value  received,  and,  in  addition,  a  reasonably 
fair  return,  having  in  mind  the  essential  conditions  surrounding  this  utility. 

DbprMx-'IATIOn — ^Jurisdiction. — The  contention  that  the  Interstate  Commerce  Com- 
mission has  sole  jurisdiction  over  the  matter  of  depreciation  is  not  accepted. 
The  Commission  holds  that  the  Public  Utilities  Act  places  the  duty  upon  it 
as  the  rate-making  body  to  determine  the  amount  of  depreciation  to  be  included 
in  the  rate  base. 

Toll  Revenues  and  Expenses — Apportionment  of. — The  matter  of  the  appor- 
tionment of  toll  revenues  and  expenses  between  the  exchange  company  and 
the  toll  company  is  reserved  pending  state-wide  determination. 

Service. — Service  conditions  are  ordered  improved  and  means  found  to  meet  the 
demand  for  new  telephones. 

Arthur  Wright,  U,  D.  Pilhhury  and  Janics  f,  Shaw,  Pilhbury,  Madison  and  Sutro, 

of  Counsel,  for  the  Applicant. 
J.  E.  Stephens  and  H.  Z.  Osborne,  Jr.,  for  the  City  of  Los  Angeles. 
Kemp,  Mitchell  and  Silhcrhcrg,  by  John  W.  Kemp  and  Carlos  8.  Hardy,  for  Chamber 

of  Commerce  of  Los  Angeles. 
Hartley  Shaw,  for  City  of  Glendale. 
Wm.  Hazlett,  for  City  of  South  Pasadena. 
John  F.  Imel,  for  Culver  City. 

Mott  and  Cross,  for  Goldwyn  Producing  Corporation. 
C.  W.  Loucks,  in  propria  persona. 
O.  E.  Winhum,  for  City  of  Watts. 
Ben  W.  Utter,  for  the  County  of  Los  Angeles. 

Brundige  and  Rowell,  Commissioners, 

OPINION. 
In  this  application  the  Southern  California  Telephone  Company 
(hereinafter  referred  to  as  the  company)  asks  for  an  order  fixing 
just  and  reasonable  telephone  rates  in  the  territory  served  by  the 
company  in  the  city  of  Los  Angeles  and  adjacent  thereto.  The  Cora- 
mission  is  also  asked  to  determine  proper  exchange  areas  for  the  serv- 
ice rendered  by  applicant  with  interexchange  rates  comparable  with 
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those  existing  in  the  state  at  large.  The  amount  of  increased  annnal 
revenue  required  by  the  company  is  stated  to  be  approximately 
$2,000,000  and  a  schedule  of  proposed  rates,  designed  to  produce  this 
additional  revenue,  is  attached  to  the  application. 

In  support  of  its  application  the  company  makes  reference  to  this 
Commission's  Decision  No.  3845  in  Application  No.  2227  (Opinions 
and  Orders  of  the  Railroad  Commission  of  California,  Vol.  11,  page 
806)  and  asks  that  the  entire  record  upon  which  that  decision  of 
November  4,  1916,  is  based  be  considered  as  a  part  of  the  present 
application.  The  company  directs  particular  attention  to  page  860 
of  the  decision  referred  to,  being  condition  1  (a)  and  reading  as 
follows : 

That  during  the  period  of  five  years  subsequent  to  the  date  of  this  order.  South- 
em  California  Telephone  Company  will  not  make  application  to  the  Railroad  Com- 
mission or  any  other  public  authority  for  any  increase  in  the  telephone  rates  now 
in  effect  in  the  territory  in  which  the  company  is  to  operate,  except  in  such  minor 
matters  as  may  be  necessary  to  remove  discriminations. 

The  company  states  that  this  stipulation  was  made  and  accepted  by 
it  without  any  realization  of  the  imminence  of  the  eutry  of  the  United 
States  into  the  world  war  and  the  experience  of  world-wide  changes 
in  economic  conditions  that  have  followed.  These  economic  conse- 
quences of  the  war,  the  company  avers,  had  to  be  met  by  the  appli- 
cant in  common  with  business  everywhere,  but  because  of  this  stipu- 
lation the  relief  open  to  others  through  increased  rates  and  revenue 
was  denied  to  applicant.  It  would  have  been  impossible,  according  to 
applicant,  to  carry  forward  its  business  except  through  the  credit 
and  the  resources  of  the  Pacific  Telephone  and  Telegraph  Company 
(hereinafter  referred  to  as  the  Pacific  Company).  The  condition 
quoted  above  has  now  expired  and  in  its  application  the  company 
points  out  that  after  this  expiration  it  will  not  be  able  to  rely  fur- 
ther upon  the  credit  and  resources  of  the  Pacific  Company  but  will 
be  dependent  absolutely  upon  its  own  credit  resources  to  meet  operat- 
ing expenses  and  to  secure  capital  for  extensions  of  plant,  and  that, 
without  immediate  assurance  of  effective  relief  through  increased 
revenue  from  rates,  its  credit  and  resources  will  be  nil,  extensions  in 
progress  must  stop,  and  further  extensions  to  care  for  unprecedented 
demands  in  1921  and  subsequent  years  must  halt.  The  point  is  fur- 
ther made  by  the  company  that,  in  spite  of  its  diflBculties,  it  has  taken 
care  of  the  heaviest  growth  ever  recorded  in  the  telephone  history  of 
the  territory  served  and  that  there  was  a  waiting  list  of  applicants 
(at  the  time  of  the  filing  of  the  application  early  in  November,  1920), 
in  excess  of  9000,  with  the  list  growing  daily,  and  that  the  ability  to 
take  care  of  these  demands,  and  to  meet  the  demands  for  service,  is 


Digitized  by 


Google 


CALIFORNIA  RAILROAD  COMMISSION  DECISIONS.  983 

absolutely  dependent  upon  securing  adequate  relief  in  increased 
revenue  concurrently  with  the  expiration  of  the  stipulation. 

Under  a  literal  interpretation  of  condition  1  (a)  referred  to,  the 
company  stipulated  that  it  would  **not  make  application"  to  this 
Commission  or  any  other  public  authority  for  an  increase  in  the  tele- 
phone rates  until  November  4,  1921.  The  filing  of  the  application  on 
November  9,  1920,  one  year  ahead  of  the  stipulated  time,  might  have 
been  construed,  therefore,  as  a  technical  violation  of  the  stipulation. 
The  Commission  took  this  matter  up  with  the  Los  Angeles  city  author- 
ities and  it  was  agreed  that  it  would  be  fair  to  the  company,  and  not 
unfair  to  the  telephone  users,  to  commence  with  the  consideration  of 
this  application,  since  of  necessity  a  considerable  period,  probably 
not  less  than  a  year,  must  elapse  before  a  proceeding  of  such  magni- 
tude could  be  concluded.  The  facts  have  substantiated  that  conclu- 
sion and  this  matter  is  only  now  ready  for  a  decision. 

An  unusually  large  number  of  complaints  regarding  the  telephone 
service  rendered  by  the  company,  and  particularly  with  reference  to 
delayed  installations,  were  received  by  this  Commission  during  the 
last  two  years  and  the  number  of  such  complaints  grew  subsequent  to 
the  filing  of  this  application.  It  became  apparent  that  the  matter  of 
service  would  be  a  factor  of  paramount  importance  in  this*  case  and 
that  an  adequate  consideration  of  that  factor  might  unduly  delay  and 
interfere  with  the  rate  proceeding.  The  Commission,  therefore,  on 
January  27,  1921,  commenced  on  its  own  motion  a  proceeding,  in  Case 
No.  1531,  instituting  an  investigation  into  the  reasonableness  and  ade- 
quacy of  the  service  rendered  by  the  company,  for  the  following  pur- 
poses: 

to  determine  whether  the  rules,  regulations,  practices,  equipment,  appliances,  facili- 
ties or  service  of  said  company  are  unjust,  unreasonable,  improper,  inadequate  or 
insufficient  in  any  particular  and,  if  so,  to  determine  the  just,  reasonable,  proper, 
adequate  or  sufficient  rules,  regulations,  practices,  equipment,  appliances,  facilities, 
service  or  methods  to  be  observed,  furnished,  constructed,  enforced  or  employed,  and 
to  fix  the  same  by  order,  rule  or  regulation ;  to  determine  whether  or  not  any  addi- 
tions, extensions,  repairs  or  improvements  to  or  changes  in  the  existing  plant, 
equipment,  apparatus,  facilities  or  other  physical  property  of  said  company  ought 
reasonably  to  be  made,  or  whether  any  new  structure  or  structures  should  be  erected 
to  promote  the  convenience  of  the  public,  or  in  any  other  way  to  secure  adequate 
service  or  facilities,  and  to  make  any  such  order  in  regard  thereto  as  the  Commis- 
sion may  determine  to  be  in  the  interest  of  public  convenience  and  necessity,  direct- 
ing that  such  conditions,  extensions,  repairs,  improvements,  or  changes  be  made,  or 
that  structure  or  structures  be  erected  in  the  manner  and  within  the  time  to  be 
specified  in  said  order. 

The  proceeding  in  that  case  is  not  yet  concluded.  To  the  extent  that 
the  record  in  Case  No.  1531  throws  light  on  the  matter  of  service,  it 
will  be  taken  into  consideration  in  this  present  decision. 

Hearings  were  held  in  the  present  application  in  Los  Angeles  on 
March  15  and  16,  May  17  and  18,  September  20  and  on  November  7, 
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1921.  Exhibits  were  put  in  evidence  by  the  company,  the  city  of 
Los  Angeles,  and  the  Commission's  engineering  department,  and  the 
list  of  these  exhibits  is,  for  reference,  attached  to  this  decision  as 
Supplement  '*A.''  In  the  hearing  on  September  20,  1921,  it  developed 
that  a  lengthy  cross-examination  of  witnesses  would  be  inevitable  if 
the  matter  was  proceeded  with  by  formal  trial  by  reason,  mainly,  of 
the  wide  divergence  of  opinion  and  statements  and  interpretation 
of  facts  as  between  the  company's  witnesses,  on  the  one  hand,  and  the 
city 's  on  the  other.  It  was  agreed  that  it  would  not  be  in  the  public 
interest  to  unduly  protract  this  proceeding.  As  the  result  of  a  con- 
ference between  the  representatives  of  the  city  and  of  the  company  with 
the  presiding  Commissioners,  it  was  decided  that  there  should  be 
appointed  a  joint  engineering  conference  to  be  composed  of  the  engi- 
neers of  the  Commission,  engineers  to  be  appointed  by  the  city  and 
engineers  to  be  appointed  by  the  company,  who  were  to  organize  imme- 
diately under  instructions  to  be  issued  by  the  Commission.  These 
instructions  would  direct  this  conference  to  go  into  all  of  the  exhibits 
and  reports  submitted  by  the  company  and  by  the  city,  and  to  report  back 
to  the  Commission,  at  a  later  hearing,  those  matters  on  which  there 
was  agreement  and  all  matters  on  which  there  was  disagreement.  The 
Commission,  accordingly,  instructed  its  chief  engineer  to  take  charge 
of  this  conference  and  to  arrange  for  the  immediate  meeting  of  the 
engineers  and  for  the  assignment  of  the  work.  Under  the  Commission 's 
letter  of  instructions  the  engineering  conference  was  to  deal  with  the 
following  matters : 

(c)  Investment,  valuation  and  rate  base. 

(5)  Duplication  of  property. 

(c)  Analysis  of  operating  expenses,  including  the  question  of  depreciation. 

(d)  Past  and  present  revenues  and  estimated  revenues  under  proposed  rate 

structures. 

(e)  Rate  areas. 

(/)  Relation  between  exchange  revenues  and  expenses  and  toll  revenues  and 

expenses. 
ig)   Relation  between   Southern  California  Telephone  Company,  The  Pacific 

Telephone  and  Telegraph  Company,  American  Telephone  and  Telegraph 

Company,  and  Western  Electric  Company. 
(h)   Service. 

The  conference  undertook  this. work  and,  on  November  7,  filed  its 
report  dealing  with  all  of  the  matters  assigned  to  it.  This  report  is  one 
of  the  exhibits  in  this  proceeding.  There  were  filed  subsequent  to  the 
report  of  the  conference  statements  by  the  city  and  by  the  company 
(Exhibit  **B''  and  Exhibit  No.  30  of  the  city  and  company  respectively 
and  reply  memorandum  of  the  city  to  company's  Exhibit  No.  30),  and 
the  matter  is  now  submitted. 

After  a  careful  consideration  of  the  entire  record  we  have  reached 
certain  conclusions  as  hereunder  discussed  under  different  headings. 
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1.     Consolidation     of     Prior     Companies     and    Conditions     Growing     Out     of 
Consolidation. 

Great  stress  is  laid  by  the  company,  both  in  its  application  and  in 
subsequent  hearings,  upon  the  alleged  fact  that  the  present  applicant 
came  into  'being  as  a  rasult  of  this  Commission's  Decision  No.  3845,  in 
Application  No.  2227,  atove  referred  to.  It  is  said  (in  the  application) 
that  appli<iant  's  corporate  existence  has  its  foundation  in  the  conditions 
culminating  in  that  decision  and  order.  And  again,  referring  to  the 
consolidation  proceeding  before  this  Commission,  according  to  counsel 
for  the  company,  there  was  no  idea  as  strongly  in  the  minds  of  the 
Commission  as  that,  on<ie  and  for  all,  they  were  officiating  at  the  birth 
of  a  public  utility  (Tr.  p.  355).  It  will  be  useful,  therefore,  to  refer 
briefly  to  the  consolidation  proceeding  and  to  the  decision  of  the 
Commission  in  that  case,  and  to  consider  the  consequences  of  the  con- 
solidation. 

The  Pacific  Company  and  its  predecessor,  the  Sunset  Company,  have 
operated  in  Los  Angeles  since  1891,  when  a  twenty-five  (25)  year 
franchise  was  granted  to  the  Simset  Company.  Until  1902  the  Sunset 
Company  enjoyed  a  monopoly  of  the  telephone  business,  but  in  that 
year  the  city  granted  a  fifty  (50)  year  telephone  franchise  to  M.  A. 
King  and  this  franchise  was  subsequently  transferred  to  the  Home  Tele- 
phone and  Telegraph  Company  (hereinafter  referred  to  as  the  Home 
Company).  Since  1903,  therefore,  the  Pacific  Company  and  the  Home 
Company  were  in  competition  with  one  another  and  the  record  shows 
that  in  the  period  1910  to  1916  the  business  of  the  two  companies  as 
measured  by  the  number  of  telephone  stations  was  approximately 
equal,  the  Pacific  Company  exceeding  by  approximately  10  per  cent* 
the  number  of  stations  of  the  Home  Company.  From  the  earning 
standpoint,  the  operations  of  the  two  competing  systems  w^ere  not  suc- 
cessful. Home  Company  *s  exhibits  introduced  in  Application  No.  2227, 
and  checked  by  the  Commission's  engineers,  show  that  from  1903  to 
1915  the  Home  Company's  net  earnings  averaged  considerably  below 
what  may  be  taken  as  a  normal  fair  return,  although  the  financial 
showing  of  the  Home  Company,  especially  during  the  years  1911  to 
1915,  inclusive,  was  much  better  than  the  showing  of  the  Pacific  Com- 
pany in  its  Los  Angeles  operations.  The  Pacific  Company's  net 
revenue  (assuming  the  accuracy  of  the  Pacific  Company's  claim  for 
depreciation)  was  sufficient,  apparently,  since  1911,  to  pay  6  per  cent 
interest  on  the  following  amounts:  in  1911  on  $880,000;  in  1912  on 
$2,430,000;  in  1913  on  $563,000;  in  1914  on  $1,775,000  and  in  1915 
on  $1,090,000.  Compared  with  these  figures,  the  Pacific  Company 
claimed  as  of  December  31,  1915,  ** actual  performance  value"  of  the 
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same  date  of  $7,554,000.  It  is  apparent,  therefore,  that  the  Pacific  Com- 
pany's  Los  Angeles  operations  for  a  number  of  years  prior  to  con- 
solidation were  not  financially  satisfactory.  From  1911  to  1915, 
inclusive,  the  Pacific  Company  in  no  year  earned  in  excess  of  2  per  cent 
on  its  claimed  **structural  value"  as  of  December  31, 1915,  while  in  1913 
the  company  earned  less  than  one-half  of  one  per  cent  on  its  claimed 
** structural  value.*'  There  can  be  no  doubt,  therefore,  that  consoli- 
dation on  any  terms  likely  to  result  in  a  lessening  of  financial  losses 
was  of  advantage  to  the  Pacific  Company,  even  if  consolidation  did  not 
result  in  actual  profits  over  and  above  the  cost  of  operation  and  the 
cost  of  money. 

Another  factor,  possibly  of  greater  importance  than  immediate  finan- 
cial considerations,  operated  in  favor  of  consolidation.  It  appears  that 
the  franchise  granted  by  the  city  to  the  Sunset  Company  on  November 
16,  1891,  would  have  expired  on  the  same  date  in  1916.  The  people 
of  Los  Angeles  for  a  considerable  time  had  been  dissatisfied  with  dupli- 
cate telephone  service,  and  the  difficulties  attending  the  renewal  of  a 
franchise  under  conditions  favorable  to  the  Pacific  Company,  together 
with  the  unfavorable  financial  outlook  towards  the  past  as  well  as 
towards  the  future,  conspired  to  make  consolidation  a  thing  devoutly 
to  be  wished  for  from  the  standpoint  of  the  Pacific  Company. 

In  Decision  No.  3845  the  Commission  makes  abundantly  clear  why 
permission  to  consolidate  was  granted.  It  was  granted  because  (Opin- 
ions and  Orders  of  the  Railroad  Commission  of  the  State  of  California, 
Vol.  11,  page  856) : 

the  facts  clearly  show  that  under  a  condition  of  consolidation,  by  reason  of  a 
.  smaller  return  to  be  paid  on  capital  invested,  a  smaller  depreciation  annuity  to  be 
set  aside,  year  by  year,  and  a  smaller  amount  necessary  to  meet  maintenance  and 
operating  expenses,  the  Southern  Company  will  be  able  to  give  to  the  people  of 
Los  Angeles  and  vicinity  a  unified  telephone  service  at  rates  lower  than  those  which 
would  be  necessary  under  a  condition  of  interchange,  and  that  under  a  condition 
of  consolidation  the  Southern  Company  will  be  able  to  give  to  the  people  of  Los 
Angeles  good  telephone  service  without  increasing  the  present  rates. 

And   further,   in   answer   to   the   suggestion   that  competition   had 

proved  the  best  incentive  to  good  service  and  that  with  consolidation 

such  competition  would  be  eliminated,  the  Commission  said  (page  858) : 

In  the  present  instance,  the  evidence  shows  that  if  the  consolidation  is  effected, 
the  people  of  Los  Angeles  and  vicinity  will  immediately  save  the  sum  of  $483,000 
per  year  from  the  elimination  of  duplicate  telephone  stations.  They  will  be  relieved 
from  the  nuisance  of  a  dual  telephone  system.  Their  rates  will  not  exceed  those 
which  they  have  heretofore  enjoyed  under  a  condition  of  competition.  The  con- 
solidated telephone  company,  receiving  the  entire  gross  revenue  from  telephone  serv- 
ice within  the  area  affected  without  corresponding  increase  in  maintenance  and 
operating  expenses,  will  be  a  stronger  company  financially  than  either  of  the  existing 
companies  in  so  far  as  their  operations  within  this  area  are  concerned,  and  ought 
to  be  better  able  to  borrow  new  moneys  on  favorable  terms,  to  accord  reasonable 
rates  to  its  customers,  and  to  make  such  extensions  of  service  as  the  interests  of 
the  public  may  require. 
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In  view  of  these  immediate,  substantial  benefits  to  accrue  to  the  public  from  the 
consolidation,  we  do  not  feel  warranted  in  denying  these  benefits  to  the  public  merely 
because  hereafter  the  consolidated  company  may  possibly  become  remiss  in  its  duty 
to  the  public.  We  prefer  to  believe  that  under  the  present  supervision  and  regula- 
tion of  telephone  companies  by  the  state,  the  state  will  be  strong  enough  to  secure 
good  service,  even  from  a  telephone  monopoly,  in  case  such  monopoly  should,  blind 
to  its  own  interest,  revert  to  the  conditions  of  the  past. 

The  Commission  granted  the  petition  for  consolidation  subject  to 
certain  conditions.  Capital  stock  and  bonds  not  exceeding  a  par  value 
of  $14,000,000  (as  compared  with  $16,098,500  applied  for)  were  author- 
ized to  be  issued  by  the  company  and  of  this  amount  the  bonds  were 
not  to  exceed  in  par  value  the  sum  of  $9,330,000  (as  compared  with 
$9,927,000  applied  for).  The  condition  requiring  a  stipulation  that 
no  increase  in  rates  should  be  asked  for  for  a  period  of  five  (5)  years 
has  already  been  referred  to.  Permission  was  made  conditional  upon 
absolute  impartiality  as  between  automatic  and  manual  stations,  accord- 
ing to  the  wish  of  the  subscriber ;  similiarly,  the  choice  of  the  subscriber 
was  to  control  as  to  the  use  of  the  toll  lines  of  the  various  long  distance 
lines;  that  the  company  would  retain  its  principal  office  in  the  city  of 
Los  Angeles;  that  no  franchise  value  should  ever  be  claimed  in  any 
proceeding  before  this  Commission,  in  court,  or  other  public  authority, 
in  excess  of  the  sums  actually  paid  for  such  franchises;  and  certain 
other  conditions  insuring  good  service. 

It  would  appear  in  the  light  of  events  subsequent  to  1916  that  the 
consolidation  was  of  great  benefit  to  the  telephone  users  of  Los  Angeles 
and  to  the  Pacific  Company  and  we  believe  this  to  be  true,  as  far  as  the 
company  is  concerned,  notwithstanding  the  fact  that  the  war  and 
conditions  resulting  from  the  war  have  laid  financial  burdens  on  this 
company  which,  in  some  respects,  have  been  more  onerous  than  other 
telephone  companies  have  had  to  contend  with. 

2.     Investment,   Valuation,   Rate   Base. 

We  do  not  believe,  in  view  of  the  facts  in  the  case,  that  the  matter 
of  a  rate  base  is  a  controlling  factor  in  the  fixing  of  the  rates  of  this 
utility  at  this  time.  If,  with  reasonable  rates  from  the  standpoint  of 
the  service  rendered  and  compared  with  rates  for  reasonably  similar 
service  in  other  cities,  this  applicant  can  earn  a  fair  return  after  oper- 
ating expenses  upon  a  reasonable  rate  base  for  its  property  used  and 
useful  in  the  public  service,  we  should  not  hesitate  to  fix  such  rates. 
On  the  other  hand,  if,  in  order  to  secure  a  theoretically  fair  return  on 
a  theoretical  rate  base,  an  unreasonable  charge  in  the  form  of  abnormally 
high  telephone  rates  had  to  be  laid  on  the  Los  Angeles  telephone  users, 
we  are  of  the  opinion  that  such  a  procedure  would  result  in  unjust 
and  unreasonable  rates  and  in  a  burden  the  subscribers  should  not 
be  asked  to  bear.     We  must  remember,  as  indicated  above,  that  the 
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competitive  conditions  of  the  past  made  impossible  a  profitable  oper- 
ation of  the  Pacific  Company's  Los  Angeles  business.  At  the  time  of 
consolidation  in  1916,  there  were  over  .60,000  telephone  stations  on 
the  Home  Company's  plant  and  over  68,000  on  the  Pacific  Company's 
plant,  and  a  large  proportion  of  these  were  duplicate  stations.  The 
great  majority  of  these  duplicate  stations  disappeared  with  the  prog- 
ress of  consolidation.  This  meant  an  inevitable  loss  in  revenue.  There 
was  also  some  decrease  in  operating  expenses,  but  not  proportionate 
to  the  decrease  in  gross  income.  There  was  a  considerable  amount  of 
duplicate  plant  other  than  duplicate  subscribers'  equipment  and  it  is 
in  the  record  that  the  extraordinary  expenses  incident  to  consolidation 
were  large  and  have  extended  to  the  present  day,  with  the  end  not  yet. 
These  conditions  clearly  were  and  are  the  aftermath  of  the  period  of 
competition  and  it  would  be  unreasonable  to  place  these  costs  and  losses 
entirely  upon  the  present  subscribers.  This  would  be  the  more  unjusti- 
fiable since  another  unavoidable  consequence  of  past  competitive  systems 
and  thoroughgoing  unification  is  unsatisfactory  service  during  the 
period  of  transition.  Such  unsatisfactory  service  the  city  of  Los 
Angeles  has  had  to  bear  and  is  still  bearing. 

While,  therefore,  in  our  opinion,  a  rate  base  is  not  an  essential  factor 
in  this  proceeding,  we  shall,  nevertheless,  briefly  review  the  evidence 
on  that  item  and  indicate  our  conclusions. 

There  is  not  available  to  the  Commission  an  exact  inventory  of  the 
operative  physical  property  of  the  company  as  of  the  present  time, 
but  it  was  agreed  by  the  Engineering  Conference  that  the  delay  and 
expense  incident  to  the  making  of  such  an  inventory  is  not  warranted 
for  the  purposes  of  this  proceeding  and  that  the  valuations  made  in 
the  consolidation  proceeding  could  be  brought  to  date  and  used  in  this 
case. 

The  following  valuation  estimates  are  in  evidence : 

By  the  company  (as  of  October  31,  1921)  : 

(a)  Reproduction  cost  new  of  property  at  September  30,  1920, 

prices,  plus  net  additions $47,720,000  GO 

(b)  Reproduction  cost  new  of  property  (Exhibit  No.  24) 39,278,100  00 

(c)  Reproduction  cost  new  of  property  less  depreciation  (EiXbibit 

No.  24)   36,089,000  00 

(d)  Fair  value  of  property  plus  net  additions 30,700,0(X)  00 

(e)  Actual  performance   appraisal   of  plant  and  working  assets 

(Exhibit  No.  25) 24,050,256  00 

By  the  city: 

(f)  Maximum  rate  base  1920   (page  27,  Exhibit  "A,"  Engineer- 

ing   Conference)    $15,071,684  00 

(g)  Rate  base  for  end  of  1921  (Board  of  Public  Utilities  City  of 

Los  Angeles,   Exhibit  "B") 17,250,032  00 

By  the  Commission's  engineering  department : 

(h)   Rate  base  as  of  March  31,  1921   (Exhibit  "A,"  Engineering 

Conference,    page    45) $16,520,000  00 
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The  Engineering  Conference  points  out  that  the  rate  base  figures  as 
of  March  31,  1921,  should  be  brought  to  a  later  date  and  that  there 
should  be  added  materials  and  supplies,  employees'  working  funds,  and 
other  working  capital  to  the  extent  that  current  cash  receipts  do  not 
take  care  of  current  cash  expenditures.  We  shall  deal  with  the  question 
to  what  extent  expenditures  not  yet  made  shall  be  considered  in 
fixing  present  rates  under  another  heading  in  this  opinion. 

(i)  Engineering  department's  rate  base,  1922,  on  basis  of  170,300 
stations  (19,600  additional  stations  over  March  31,  1921), 
including  materials  and  supplies,  employees*  working  funds 
and  additional  capital  required $23,800,000  00 

It  is  apparent  that  these  valuation  figures  differ  within  very  wide 
limits.  The  difference  is  in  part  accounted  for  by  the  fact  that  differing 
dates  are  used  for  the  estimates.  The  important  reasons  for  the  wide 
discrepancies,  however,  are  to  be  found  in  the  differing  methods  of 
valuations  and  in  the  variety  of  facts  and  principles  used  by  the 
several  witnesses.  It  should  also  be  stated  that  the  figure  under  (i) 
is  based,  in  point  of  time,  on  the  year  1922  and  that  to  bring  the  pre- 
ceding figures  from  (a)  to  (h),  inclusive,  to  the  same  base,  all  of  them 
would  have  to  be  increased  by  a  large  amount  (Exhibit  **A''  Engi- 
neering Conference,  page  70). 

The  company  does  not  claim,  however]  that  its  figures  under  (a), 
(b)  and  (c)  should  be  taken  by  the  Commission  as  a  proper  rate  base. 
They  are  given  merely  as  indicative  of  certain  measures  of  value  and 
of  results  obtained  with  certain  valuation  methods.  The  fourth  valu- 
ation figure,  (d),  is  stated  by  the  company  (Exhibit  No.  26)  to  be 
**the  minimum  fair  value  or  present  worth,''  while  the  fifth  figure, 
(e),  is  termed  **an  actual  performance  appraisal''  by  the  company 
and  it  is  argued  that  a  lower  figure  can  not  be  given  consideration  by 
the  Commission  in  a  rate  case. 

It  may  here  be  noted  that  all  of  the  valuation  figures  shown  above 
(and  others  in  addition)  were  thoroughly  analyzed  by  the  engineers 
of  the  company,  the  city,  and  the  Commission,  in  the  Engineering 
Conference  above  referred  to  and  in  Exhibit  **A,"  the  report  of  that 
conference  to  the  Commission.  The  Commission  is  thoroughly  aware, 
therefore,  of  the  significance  of  these  various  figures  from  the  stand- 
points of  the  several  interests.  It  is  pointed  out  by  the  Commission's 
chief  engmeer  in  Conference  Exhibit  *'A"  (page  36)  that  figure  (d) 
includes  all  intangibles  such  as  the  value  of  the  business,  prospective 
earnings  under  assumed  rates,  etc.,  and  that  the  figure,  on  the  face  of 
it,  is  not  intended  to  be  a  rate  base  but  rather  an  estimate  of  what  this 
property  as  a  going  concern  would  be  worth  under  rates  giving  an 
adequate  return  upon  this  estimated  ** present  worth."    It  is  further 
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pointed  out  that  since  it  is  the  rates  which  are  at  issue  in  this  proceed- 
ing, this  figure  can  have  no  direct  relation  to  a  rate  base. 

With  reference  to  figure  (e),  (**actual  performance  value"),  the 
chief  engineer  points  out  that  this  figure,  as  that  term  is  used  by  the 
Pacific  Company,  is  a  reproduction  cost  estimate  of  existing  property 
on  the  basis  of  labor  and  material  costs  incurred  over  a  limited  period 
of  time  on  a  portion  of  the  property  under  operating  conditions.  And 
he  states  that  this  method  of  valuation  does  not  provide  for  a  check 
of  the  reasonableness  or  unreasonableness  of  costs  and  accepts  whatever 
costs  were  actually  incurred  by  the  company,  regardless  of  whether 
they  be  normal,  too  high,  or  too  low.  This  statement  appears  on  page 
37  of  Conference  Exhibit  '*A": 

The  engineering  department  (of  the  Commission)  has  never  been  able  to  agree 
that  a  so-called  actual  performance  appraisal,  depreciated  or  undepreciated,  is  a 
reliable  index  either  to  a  rate  base  or  to  "value."  It  is  our  contention  that,  in  order 
to  determine  the  reasonableness  of  so-called  actual  performance  figures,  it  is  neces- 
sary to  test  them  against  investment  or  historical  reproduction  cost  incurred  not 
under  operating  conditions  but  under  construction  conditUms  during  a  reasonable 
construction  period. 

Since  the  company,  as  also  the  Pacific  Company,  appears  to  put 
great  weight  upon  this  particular  method  of  valuation  for  purposes  of 
rate  proceedings,  it  is  pertinent  to  say  that,  in  our  opinion,  the  objec- 
tions in  the  preceding  quotation  appear  valid  and  that  we  should  be 
unwilling  to  rely  on  such  a  valuation  estimate  to  the  exclusion  of  any 
other.  We  make  this  statement  in  this  place  because  the  so-called 
actual  performance  figures  were  passed  upon,  in  a  measure,  by  this 
Commission  in  the  decision  in  the  consolidation  case  heretofore  referred 
to.  The  Commission  did  not  then  approve  the  so-called  actual  per- 
formance method  of  valuation  and  we  see  no  reason  for  a  different 
conclusion. 

The  city,  in  its  Exhibit  **A,''  objects  to  all  of  the  company's 
valuation  figures.  Its  principal  objections  may  be  summarized  as 
follows:  the  reproduction  estimates  are  based  on  an  improbable  repro- 
duction scheme;  no  account  is  taken  of  duplication;  the  condition  per 
cent  given  is  not  satisfactory;  intangible  values  are  excessive;  cost  of 
additions  is  based  on  noncompetitive  tabulation  of  probable  current 
costs;  no  account  is  taken  of  actual  per  cent  condition  of  property; 
performance  value  is  based  on  at  least  one  valuation  not  approved  by 
Commission  in  the  consolidation  proceedings;  no  deduction  is  made 
for  depreciation  in  performance  estimate.  The  city  asks  for  a  recheck 
of  all  quantities  and  the  application  of  new  unit  costs  approximating 
historical  costs.  It  also  requests  a  redetermination  of  condition 
per  cent.  The  principal  point  of  objection  by  the  city  to  both  the 
company's  and  the  Commission's  engineering  department's  valoaticm 
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estimates  is  with  reference  to  the  treatment  of  the  depreciation  reserve 
in  the  valuation  and  in  the  rate  base.  The  city  insists  that  the 
depreciation  reserve  accumulated  by  the  company  is  too  high  and  that 
that  portion  which  has  been  invested  in  plant  should  be  deducted  from 
the  rate  base.  This  matter  will  be  discussed  under  another  heading 
and  it  is  sufficient  to  state  here  that  in  the  city's  figures  above,  both 
under  (f)  and  under  (g),  there  is  deducted  from  the  otherwise  ** maxi- 
mum rate  base''  the  sum  of  $4,181,327,  this  being  the  amount  of  the 
depreciation  reserve  invested  in  plant.  The  city's  figures  are  based 
on  the  valuations  made  by  the  Commission's  engineers  in  the  con- 
solidation case,  after  making  allowance  for  duplicate  plant  and  with 
net  additions  between  December  31,  1915,  and  March  31,  1921.  In 
item  (g)  the  net  additions  have  been  estimated  to  the  end  of  the 
year  1921. 

The  engineering  department's  figure  under  (h)  is  reached  after  an 
analysis  of  the  valuation  figures,  and  of  the  portion  dealing  with  the 
securities  to  be  issued,  in  Decision  No.  3845  above  referred  to.  It  is  con- 
eluded  that  the  Commission,  when  consolidation  was  permitted,  took 
as  the  best  measure  of  value  the  historical  reproduction  cost  depreciated 
and  that  this  amount  should,  therefore,  be  taken  as  the  figure  repre- 
senting most  nearly  the  rate  base  on  the  day  consolidation  occurred. 
The  correctness  of  this  figure  as  a  theoretical  rate  base  is  suggested 
because  the  new  company,  on  consolidation,  took  over  all  of  the  assets 
and  liabilities  of  the  two  old  companies,  including  the  reserve  for 
accrued  depreciation.  To  this  December  31, 1915,  figure  the  engineering 
department  has  added  the  net  additions,  undepreciated,  to  March  31, 
1921,  and  this  is  the  figure  shown  under  (h)  and  designated  as  the 
theoretical  rate  base. 

The  term  theoretical  rate  base  is  used  by  the  Commission's  chief 
engineer  because  it  is  pointed  out  that  the  figures  shown  under  (h) 
and  (i)  do  not  reflect  the  ** value,"  as  the  term  is  ordinarily  used, 
of  this  property.  This  is  because  of  the  effect  of  the  factor  of  earning 
power.  This  factor  is  discussed  in  the  engineering  department's  memo- 
randum (Conference  Exhibit  **A,"  page  46)  as  follows: 

Earning  Power: 

The  figure  of  $16,520,000  does  not  in  any  sense  indicate  the  present-day  "value" 
of  this  property  in  the  sense  that  the  term  value  is  used  in  the  estimate  of  the  com- 
pany's president,  for  instance.  It  is  acknowledged  that  the  value  of  public  utility 
property  is  made  up  of  two  principal  elements :  first,  the  plant  necessary  to  produce 
the  service ;  second,  the  earning  power  of  the  plant.  When  measured  by  this  uni- 
versally recognized  standard,  then  the  present  value  of  this  property  is  very  much 
less  than  the  figure  shown  above.  This  is  true  because  it  is  now  earning,  and  has 
been  earning,  since  its  existence  under  consolidation,  a  very  low  return,  and  a  return 
which  is  below  the  cost  of  money.  Furthei-more,  the  profits  from  the  business  have 
become  smaller  ftnd,  in  1920,  according  to  the  company's  annual  report,  there  was 
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a  profit,  after  operating  expense,  depreciation,  taxes  and  rents,  of  only  $108,406 
(this  sum  was  available  for  the  payment  of  interest,  sinking  funds,  amortization 
and  surplus.  The  interest  charges,  accrued  for  that  year,  amounted  to  approxi- 
mately $429,000).  For  each  year  since  January  1,  1917,  the  gross  income  was 
as  follows  (gross  income  is  the  amount  available  for  interest,  other  fixed  charges, 
dividends  and  surplus,  after  the  payment  of  operating  expenses,  including  deprecia- 
tion and  taxes) : 

Year  ending  December  31,    1917 $656,674  00 

Year  ending  December  31,    1918 266,922  00 

Year  ending  December  31,"  1919 101,696  00 

Year  ending  December  31,    1920 131,460  00 

(Note. — These  figures  are  subject  to  some  modification  because  of  intervening 
federal  control.) 

If,  therefore,  the  past  and  present  earning  power  of  the  property  were  taken  as 
one  factor  of  "value"  and  of  **rate  base,"  as  appears  to  be  argued  by  the  company, 
then  it  is  apparent  that  to  whatever  extent  that  factor  is  taken  into  consideration, 
it  must  operate  as  reducing  the  figure  found  for  the  plant  alone. 

The  present  instance  affords  a  perfect  example  of  the  unavoidable  reasoning  in 
a  circle,  if  it  is  claimed  that  rates  must  be  based  on  **value"  and  that  "value"  must 
reflect  both  plant  and  earning  power.  Under  such  a  theory  it  is  apparent  in  this 
case  that  with  the  existing  rates  the  value,  and,  therefore,  the  rate  base,  of  this 
property  is  much  lower  than  any  investment  or  valuation  figure,  and  to  whatever 
extent  the  Commission  increases  the  rates,  it  would,  of  a  necessity,  increase  the 
earning  power  and,  therefore,  the  **value"  and,  therefore,  the  "rate  base." 

Neither  can  it  be  said  that  the  factor  of  earning  power  had  a  different  influence 
prior  to  consolidation.  It  is  in  the  record  in  Application  2227,  heretofore  referred  to, 
that  both  predecessors  of  the  present  company  carried  on  an  unprofitable  business 
for  a  number  of  years  prior  to  1916  and  probably  since  the  year  1903,  when  com- 
petitive telephone  service  developed  in  Los  Angeles.  It  is  equally  true  that,  under 
competitive  conditions,  these  losses'  would  have  continued  if  consolidation  had  not 
b^en  brought  about  and  permitted  by  this  Conamission. 

The  Engineering  Conference  is  agreed  that  the  iactor  of  past,  present,  and  pros- 
pective earning  power  is  a  negative  quantily  in  this  property  and  would  result  in 
a  further  reduction  of  the  figure  of  $16,520,000  found  above.  It  is  also  agreed 
that  a  capitalization  of  a  prospective  rate  increase  by  the  Commission  would  be 
unsound  and  unreasonable  and  that  such  capitalization  should  not  be  permitted  in 
any  degree  to  affect  the  rate  base  to  be  found  in  this  proceeding. 

A  careful  consideration  of  the  facts  dealt  ^nth  under  this  heading 
justifies,  we  believe,  the  designation  ** theoretical  rate  base"  to  any  rate 
base  figure  that  has  been  estimated  by  the  company's,  the  city's,  or  the 
Commission's  engineers.  We  believe  a  distinction  must  be  made 
between  a  rate  base  on  which  it  has  been  possible  to  earn  a  fair  return 
in  the  past,  under  rates  fair  to  the  public,  and  a  rate  base  on  which 
a  full  fair  return  has  not  been  and  can  not  at  the  present  time  be 
earned  under  such  rates.  Considering  th,e  earning  possibilities  of 
this  property  during  the  time  prior  to  the  consolidation  and  to  the 
five  years  subsequent  thereto,  it  is  not  possible  to  speak  of  any  but 
a  theoretical  rate  base. 

We  shall  indicate  under  a  later  heading  what  rate  of  return  this 
applicant  may  be  expected  to  earn  on  one  or  several  capital  figures, 
under  rates  fair  and  reasonable  alike  to  the  company  and  to  the  sub- 
scribers, after  operating  expenses  and  reasonable  allowance  for  depre- 
ciation and  proper  allowances  for  taxes  and  other  items  have  been 
provided  for, 
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3.     Duplication  of  Property. 

The  city  maintains  that  the  company's  present  telephone  plant  is 
still  burdened  with  a  considerable  amount  of  duplicated  property,  result- 
ing from  the  consolidation  of  two  competing  systems  and  that  the 
amount  of  such  duplicated  cost  should  be  eliminated  both  as  it  affects 
the  rate  base  and  operating  expenses.  It  is  suggested  by  the  city  that 
the  only  accurate  way  of  determining  such  duplication  is  by  means 
of  a  careful  field  study.  The  company,  on  the  other  hand,  points  out 
that  the  chief  item  of  duplication  was  in  the  two  telephones  that  many 
people  had  been  under  the  necessity  of  installing  prior  to  consolidation. 
All  these  duplications  were  subsequently  removed,  with  the  result  that 
facilities  were  made  available  for  additional  business.  It  is  also  pointed 
out  by  the  company  that  the  additions  to  the  plant  made  since  the 
date  of  consolidation  (May  1,  1917)  represent  a  very^  large  proportion 
of  the  existing  plant  and  cannot  be  considered,  in  any  sense,  as  having 
duplication  included.  In  the  company's  opinion  there  is  no  duplication 
existing  in  the  operative  property  at  this  time. 

We  are  satisfied  that  the  effects  of  the  existence,  five  years  ago,  of 
two  separate  telephone  plants  of  practically  equal  importance  are 
still  present  to  some  extent.  The  Commission 's-  engineers  point  out 
that  there  still,  of  necessity,  exists  duplication  in  the  matter  of  poles, 
right  of  way,  easement^  cable,  conduit  trenches,  and  central  offices, 
and  other  items.  This  duplication  must  have  its  effect  on  the  cost  of 
the  plant  as  well  as  on  the  cost  of  operation.  We  are  not  persuaded, 
however,  that  the  loss  resulting  from  this  condition  should  be  borne 
by  the  company  in  its  entirety.  The  public  has  benefited,  to  some  extent 
at  least,  by  the  existence  of  this  duplication.  The  spare  plant  made 
available  by  the  disconnecting  of  15,000  duplicate  stations  made  possible 
the  taking  care  of  a  considerable  number  of  new  telephone  applications 
under  the  abnormal  material  and  financial  conditions  prevailing  in 
1918  and  1919.  It  is  also  a  fact  that  the  combined  service  of  the  two 
former  systems  has  been  delivered  to  all  subscribers  at  the  rates  in 
effect  when  the  business  was  divided  between  two  competing  concerns. 
We  reach  the  conclusion  that,  from  the  standpoint  of  the  rate  base,  the 
duplication  reflected  in  the  engineering  department's  figures  under 
(h)  and  (i)  in  the  preceding  heading  is  fair  and  reasonable  to  the 
Company  and  to  the  public  alike,  and  we  shall  not  make  a  further 
deduction  on  that  account  under  operating  expenses. 

4.    Operating  Costs  and  Other  Expenses  and  Charges,  and  Estimated  Revenue. 
It  is  our  purpose  to  fix  rates  in  this  proceeding  which  will  allow 
the  company  reasonable  operating  expenses,  including  a  proper  allow- 
ance for  depreciation  and  taxes,  reasonable  compensation  to  aflBliated 
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companies  for  service  rendered  or  value  received  and,  in  addition,  a 
reasonable  fair  return',  having  in  mind  the  essential  conditions  surround- 
ing this  utility. 

A  careful  estimate  of  operating  expenses  necessary  to  the  company 
was  worked  up  by  the  Engineering  Conference.  On  a  number  of  such 
expense  items  there  is  agreement;  on  other  items  the  differences  of 
opinion  and  the  reasons  therefor  have  been  presented  to  us  by  the 
several  engineers.  Wie  shall  summarize  the  agreed  items  and  then 
briefly  discuss  the  items  in  dispute.  The  estimate  of  operating  expenses 
for- the  year  1922,  based  on  current  expenses  plus  estimated  increases 
and  figured  as  average  unit  costs  per  station,  and  taking  the  average 
number  of  stations  for  the  year  1922  as  170,310,  is  as  follows: 


Unit  per  station     rp^*.i  .^.    _ 
per  month  Total  per  yew 


1  Ordinary  repairs 

2  Station  removals  and  changes 

3.  Traffic  expenses _ 

4.  Commercial  expenses 

5  General  expenses _ — 

6  Rent  deductions 

7  Amortization  of  landed  capital... 

8  Taxes — 


.860 
.140 
1.20O 
.475 
.085 


$1,757,599  00 

286.121  00 

2.452.464  00 

970.767  00 

173.n6  00 

aaooooo 

2.500  00 

48^000  00 


Sub-totals 


2.760 


16.153^167  00 


The  amounts  shown  opposite  items  1  to  8  above  are  reasonable  esti- 
mates of  the  actual  amount  of  expenses  that  will  have  to  be  met  during 
the  year  1922,  regardless  of  whether  these  amounts  may  be  considered 
as  normal  or  abnormal.  It  is  the  city's  position,  however,  that  operating 
conditions,  and  therefore  operating  expenses,  cannot  be  considered  as 
normal  at  the  present  time  nor  in  1922.  The  city  urges  the  use  of 
average  figures  over  a  number  of  years,  properly  adjusted  to  allow  for 
unusual  conditions  obtaining  by  reason  of  existing  duplication,  delayed 
installations  and  the  present  period  of  unusually  heavy  construction. 
Because  of  these  considerations,  the  city  contends  for  a  general  reduc- 
tion of  operating  expense  items  and  particularly  for  a  10  per  cent 
reduction  in  items  1  and  2. 

We  have  already  stated  our  views  with  reference  to  duplication. 
With  reference  to  abnormal  construction  conditions,  and  the  situation 
resulting  from  delayed  installations  we  believe  that,  as  to  the  former 
item,  the  actual  operating  costs  should  be  allowed  unless  there  is 
evidence  that  with  more  efficient  management  and  operation  such  costs 
can  be  reduced.  No  evidence  to  that  effect  is  before  the  Commission 
in  this  proceeding.  The  matter  of  delayed  installations  will  have 
attention  in  the  consideration  of  the  quality  of  the  service  rendered 
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by  the  company  and  its  effect  upon  the  rates.  We  can  also  not  be 
unmindful  of  the  fact,  that  the  unprecedented  growth  of  the  city  of 
Los  Angeles,  in  building  activity  and  population,  and  in  expansion 
of  all  sorts  of  business  enterprises,  has  created  an  equally  unprece- 
dented demand  for  telephones.  We  see  no  indications  justifying  a 
belief  that  this  growth  will  be  retarded  or  come  to  a  pause  in  the  future. 
On  the  contrary,  in  our  judgment,  the  indications  are  that  this  remark- 
able development  will  continue  and  the  conditions  which  have  been 
designated  as  abnormal  in  this  proceeding  may,  for  some  considerable 
time  to  come,  prove  the  normal  condition  of  Los  Angeles.  Holding  to 
this  conclusion,  we  see  no  justification  for  a  percentage  reduction  in 
the  operating  expenses  shown  above  on  account  of  their  being  abnor- 
mally high. 

On  other  expense  items  there  are  material  differences  and  it  will 
be  necessary  to  analyze  the  most  important  ones  in  some  detail. 

Depreciation. 

We  consider  the  matter  of  depreciation  of  great  importance.  The 
company  for  the  year  1922  claims  a  depreciation  allowance  under 
operating  expenses  of  $1,428,000.  The  allowance  estimated  by  the 
Commission's  engineering  department  for  the  same  year  is  $730,000 
and  the  city  urges  as  a  suflBcient  allowance  the  sum  of  $610,000.  It  will 
be  well  to  state  the  bases  for  these  three  figures.  The  company  figures 
its  depreciation  allowance  for  plant  and  equipment  on  the  so-called 
straight  line  method  and  on  the  book  amount  of  depreciable  property 
for  the  average  of  the  year  1922  ($23,800,000).  To  the  cost  shown 
on  the  company's  books  on  September  30,  1921,  there  is  added  the 
estimated  net  additions  for  the  balance  of  1921  and  half  of  1922. 
An  exhaustive  statement  has  been  filed  with  the  Commission  by  the 
company  showing  its  position  on  the  matter  of  depreciation.  It  is 
difficult  to  summarize  this  extensive  presentation.  It  may  be  stated, 
however,  that,  on  the  whole,  it  is  based  principally  on  accounting  con- 
siderations and  on  the  classification  of  accounts  prescribed  by  the 
Interstate  Commerce  Commission  and  by  this  Commission.  The  com- 
pany maintains  that  in  maintenance  expenses  it  is  entitled  to  a  depre- 
ciation allowance  for  all  losses  suffered  through  the  current  lessening 
in  value  of  tangible  property  from  wear  and  tear  not  covered  by 
current  repairs.  This  includes  obsolescence  and  inadequacy  resulting 
from  age,  physical  change,  or  supersession  by  reason  of  new  inventions 
and  discoveries,  changes  in  popular  demand,  or  public  requirements, 
and  losses  suffered  through  destruction  of  property  by  extraordinary 
casualties.  Under  this  accounting  definition  the  experience,  over  a 
number  of  years,  of  the  associated  Bell  telephone  companies  through- 


Digitized  by 


Google 


996  CALIFORNIA  RAILROAD  COMMISSION  DECISIONS. 

out  the  United  States  with  particular  reference,  perhaps,  to  the  experi- 
ence of  the  Pacific  Company,  is  used  and  the  percentages  thus  obtained 
for  the  various  classes  of  property  are  applied  to  the  property  of  the 
applicant.  An  inspection  of  applicant  ^s  annual  reports  filed  with  this 
Commission  shows,  however,  that  the  depreciation  rates  have  changed 
from  time  to  time  and  that,  during  the  period  of  federal  control,  the 
provisions  of  the  federal  control  superseded  the  company's  practices. 
The  company  and  the  Pacific  Company  both  recognize  the  fact  that, 
of  necessity,  and  in  the  nature  of  things,  any  depreciation  allowance 
must  partake  of  tl^e  speculative  and  that  the  amount  in  the  reserve 
can  not,  at  any  time,  measure  the  actual  physical  depreciation  and, 
conversely  the  physical  depreciation,  at  a  given  time,  can  not  measure 
the  amount  which  should  be  in  the  reserve.  This  must  be  so  because 
the  present  physical  condition  of  any  property  is  a  physical  fact. 
The  amount  which  must  go  into  the  reserve  is  necessarily,  to  certain 
extent,  based  on  hypothesis,  because  this  reserve-  must  provide  for 
facts  and  contingencies  which  have  not  yet  occurred  and  which  lie  in 
the  future. 

The  company  takes  the  position  that  under  the  accounting  rules  it 
is  compelled  to  set  aside  its  depreciation  reserve  in  equal  periodical 
installments  on  the  straight  line  method  and  that  to  use  a  sinking  fund 
depreciation  annuity  would  be  unlawful.  It  maintains  that  the  rates 
fixed  by  it,  the  amounts  proposed  to  be  set  aside  in  this  proceeding 
and  the  methods  adopted  by  it  for  the  'accumulation  and  use  of  the 
reserve  must  not  be  interfered  with  and  that  at  least  the  sum  of 
$1,428,000  is  required  to  enable  it  to  render  efficient  service.  It  may 
be  stated  that  the  method  used  by  the  company  results  in  a  rate  very 
closely  approximating  6  per  cent  per  annum  on  the  total  depreciable 
property. 

The  city's  estimate  of  an  adequate  depreciation  allowance  is  in 
radical  disagreement  with  the  company's  method.  The  city  contends 
that  the  rate  of  approximately  6  per  cent  is  entirely  too  great  for  the 
reason,  mainly,  that  the  life  of  the  various  components  of  the  property, 
as  submitted  by  the  company,  is  entirely  too  short.  In  the  city's 
opinion  the  company  has,  with  re^^ard  to  life,  to  obsolescence,  to  inade- 
quacy and  to  salvage,  made  assumptions  as  impracticable  and  unsound 
as  the  theory  of  reproduction  cost  new  submitted  by  the  company. 

According  to  the  city's  conU^ntion  the  $610,000  per  annum,  estimated 
by  it  as  a  depreciation  annuity,  is  the  maximum  and  set  aside  on  a 
sinking  fund  basis  at  a  7  per  cent  rate  of  interest  in  monthly  install- 
ments will  amply  take  care  of  the  retirement  of  all  of  the  depreciable 
property  at  the  end  of  its  life. 
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The  theory  on  which  the  city  bases  its  argument  can  best  be  indi- 
cated by  a  quotation  from  the  statement  of  the  chief  engineer  of  the 
Board  of  Public  Utilities  (Conference  Exhibit  A,  page  99) : 

The  city  is  of  the  opinion  that  the  i)uri>ose  of  a  reserve  fund  is  for  the  replace- 
ment of  worn  out  plant  and  is  a  guarantee  that  the  original  investment  will  be 
maintained.  It  takes  the  position  also  that  the  money  set  aside  for  this  purpose 
should  be  placed  in  a  separate  fund  as  provided  for  in  California  Statute,  section  49, 
Public  Utilities  Act.  The  interest  on  this  separate  fund  should  be  calculated  at  the 
prevailing  rate-  and  set  aside  and  made  a  part  of  the  fund.  This  the  company  does 
not  do  at  the  present  time.  The  city  contends  that  while  the  reserve  fund  for 
replacement  belongs  to  the  property,  it  is  for  just  one  purpose,  namely,  the  replace- 
ment of  worn-out  property,  and  it  was  taken  out  of  the  rates  paid,  by  the  subscribers 
for  that  purpose  only. 

As  conditions  are  at  the  present  time,  the  subscribers  have  absolutely  no  protec- 
tion against  the  neglect  on  the  part  of  the  company  to  replace  old  and  worn  out, 
inadequate  equipment ;  they  have  no  protection  against  the  lack  of  service  resulting 
from  a  failure  to  replace  inefficient  equipment.  In  other  words,  the  condition  per 
cent  of  the  Southern  California  Telephone  Company  is  an  unknown  quantity.  We 
do  not  admit  for  one  moment  that  the  condition  per  cent  of  the  property  has  nothing 
to  do  with  the  service  rendered  by  the  company,  or  with  the  matter  of  rates. 

We  can  not  agree  that  the  reserve  fund  may  be  used  by  the  company  for  any 
purpose  whatever  which  the  company  may  find  convenient.  It  would  seem  to  us 
that  the  only  guarantee  of  good  faith  in  the  expenditure  of  the  money  set  aside  for 
a  particular  purpose  and  included  in  the  rates  for  that  purpose,  is  that  the  Com- 
mission should  have  charge  both  of  the  debits  and  credits  to  the  depreciation  reserve 
fund. 

We  contend  that  the  Commission  should  be  the  judge  of  obsolescence  whenever  a 
radical  change  is  proposed.  We  do  not  contend  that  either  obsolescence  or  inade- 
quacy should  be  borne  entirely  by  the  rate  payer. 

The  statement  that  the  government  allowed  the  company  5.72  per  cent  for  the 
depreciation  fund  is  absolutely  immaterial.  It  is  extremely  doubtful  whether  any 
estimate  was  ever  made  during  war  times  on  what  the  rate  of  depreciation  should 
be.  We  would  need  to  be  shown  that  the  government  was  not  influenced  by  engineers 
of  the  American  Telephone  and  Telegraph  Company  in  arriving  at  this  rate  of  5.72 
per  cent. 

The  city  contends  that  no  one  can  prophesy  the  exact  amount  necessary  for  the 
replacement  of  property  or  keeping  intact  the  original  investment.  We  contend  that 
a  reasonable  amount  over  and  above  the  actual  current  replacements  to  take  care 
of  emergency  withdrawals  should  be  set  aside  annually  and  placed  in  a  separate 
fund,  together  with  the  interest  thereon  and  the  fund  put  under  the  supervision  of 
the  California  Railroad  Commission,  and  used  for  the  only  purpose  for  which  it 
was  ever  taken  out  of  the  rates — namely,  the  replacement  of  worn  out  plant,  and 
keeping  the  original  investment  intact.  Should  it  become  necessary  at  any  time, 
in  the  opinion  of  the  Commission,  to  increase  the  annual  allowances  for  deprecia- 
tion or  should  the  fund  accumulate  too  rapidly  to  take  care  of  current  replacements, 
then  the  Commission  can  increase  or  reduce  the  annual  payments.  By  this  method 
there  will  be  no  tendency  to  neglect  replacements  and  use  the  money  for  some  other 
purpose. 

It  is  also  the  position  of  the  city,  as  indicated  under  a  previous 
heading,  that  on  the  portion  of  the  depreciation  reserve  invested  in 
plant  the  company  is  not  entitled  to  a  return  and  that  the  amount  so 
invested  should  be  deducted  from  the  rate  base. 

The  Commission's  engineering  department  has  also  made  a  report 
on  this  item  and  its  estimate  is  contained  in  Conference  Exhibit  A 
(page  103). 
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It  is  the  conclusion  of  the  department  that  the  depreciation  allow- 
ance included  in  operating  expenses  by  the  company  in  the  past  and 
estimated  for  the  future,  is  too  high  and  that  the  estimate  for  this  item 
as  submitted  by  the  company  in  this  proceeding  should  be  materially 
reduced.  Our  engineers  report  that  neither  they,  nor  the  company's 
engineers,  nor  the  city's  engineers  have  made  the  detailed  analysis 
necessary  to  determine  an  accurate  depreciation  allowance  for  this 
particular  property.  Such  an  analysis  would  require  a  list  of  property 
inventory  items  in  the  various  accounts,  a  determination  of  lives  and 
salvage  value,  a  distinction  between  depreciable  and  non-depreciable 
property  and  between  such  items  as  should  be  renewed  through  ordinary 
maintenance  expense  and  such  as  should  be  replaced  out  of  a  depreci- 
ation fund.  It  is  the  department's  conclusion,  however,  that  an  approx- 
imate figure  suflBciently  accurate  and  fair  for  the  purposes  of  this  case 
can  be  found  on  the  basis  indicated  in  the  Conference  report  for  the 
estimated  figure  of  $730,000.  This  allowance,  according  to  our  engi- 
neers, should  be  subject  to  further  modificaition  by  reason  of  the  excess- 
ive reserves  set  aside  in  the  past  and  by  reason  of  the  fact  that  the 
earnings  of  the  depreciation  fund  have  not  been  added  to  the  fund  but 
reinvested  in  plant,  the  ownership  of  which  is  now  in  the  company  and 
included  in  the  department's  rate  base.  According  to  our  engineers' 
figures  the  reserve  estimated  by  the  company  for  1921  is  from  43  to 
48  per  cent  too  high,  depending  upon  whether  the  6  or  7  per  cent 
sinking  fund  rate  is  used  and  the  same  percentage  approximately  applies 
to  the  depreciation  allowances  set  aside  by  the  company  since  con- 
solidation. 

It  appears  that  the  total  amount  set  aside  by  the  company  between 
May  1,  1917,  and  June  30,  1921,  is  $4,129,474,  and  it  is  estimated  that 
in  this  period  there  has  been  going  into  the  depreciation  reserve  an 
excess  amount  of  $1,651,790. 

In  Applicant's  Exhibit  No.  30  (which  is  the  reply  memorandum  to 
Exhibit  B  of  the  city  of  Los  Angeles)  counsel  for  the  c(Hnpany  reviews 
the  position  of  the  city,  and  to  some  extent  the  statements  of  the  Com- 
mission's engineering  department  on  this  matter,  and  calls  attention 
to  certain  errors  in  computation  and  to  certain  other  matters  that  are 
not  conceded  to  be  errors  by  the  city  and  by  our  engineers.  The 
company  in  its  Exhibit  30  restates  its  position  and  relies  for  the  sound- 
ness of  its  conclusions  principally  upon  the  prescribed  accounting 
classifications.  It  suggests  that  the  matter  of  depreciation  is  outside 
the  jurisdiction  of  this  Commission  and  that  there  is  nothing  for  us  to 
do  but  to  accept  the  company 's  methods  and  practices  and  to  allow  the 
amount  they  claim  under  this  item.    This  view  is  taken  because  the 
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company  contends  that  the  Interstate  Commerce  Commission  has  sole 
control  of  this  matter. 

;We  are  of  a  different  opinion  and  the  question  of  jurisdiction  we 
do  not  believe  to  be  at  issue.  The  amount  to  take  care  of  depreciation 
is  one  of  the  largest,  if  not  the  largest,  single  item  in  the  total  sum  that 
must  be  provided  for  the  company  in  rates.  We  believe  that  this  Com- 
mission, being  the  rate-making  body,  has  not  only  the  right  but  the 
duty  to  scrutinize  this  expense  item  most  carefully  and  to  include  it 
in  the  total  sum  of  money  to  be  provided  for  in  an  amount  reasonable 
alike  to  the  subscribers  and  to  the  Company.  The  Public  Utilities 
Act  clearly  places  this  function  upon  the  Commission  and  section  49 
of  the  act  reads  in  part  as  follows: 

♦  ♦  ♦  The  Commission  may,  from  time  to  time,  ascertain  and  determine 
and  by  order  fix  the  proper  and  adequate  rates  of  depreciation  of  the  several  classes 
of  property  of  each  public  utility.  Each  public  utility  shall  conform  its  depreciation 
accounts  to  the  rates  so  ascertained,  determined  and  fixed,  and  shall  set  aside  the 
money  so  provided  for  out  of  earnings  and  carry  the  same  in  a  depreciation  fund 
and  expend  such  fund  only  for  such  purpose  and  under  such  rules  and  regulations 
both  as  to  original  expenditure  and  subsequent  replacement  as  the  Commission  may 
prescribe.  The  income  from  investments  of  monej's  in  such  fund  shall  likewise  be 
carried  in  such  fund. 

From  all  the  evidence  on  this  point  we  conclude  that  the  sum  to  be 
allowed  as  an  operating  expense  for  a  depreciation  annuity  should  be 
$780,000  per  year.  Set  aside  in  monthly  installments  of  $65,000  in  a 
sinking  fund,  with  provision  that  the  earnings  accruing  are  added  to 
the  fund,  this  amount  will  retire,  compounded  at  the  ordinary  interest 
rate  of  6  per  cent,  the  total  depreciable  property  within  a  reasonable 
life  expectancy.  There  can  be  no  question,  in  our  opinion,  about  the 
adequacy  of  an  allowance  that  will  accomplish  this  end. 

Our  view  of  this  matter  does  not  go  to  the  mere  accounting  con- 
siderations and  is  much  more  far  reaching.  This  Commission  has 
constantly  held  to  the  view  that  a  proper  depreciation  annuity  is 
an  operating  expense  and  must  be  allowed  for  the  same  reasons  that 
proper  maintenance  expenses  must  be  contributed  by  the  rate-payers. 
We  make  such  a  depreciation  allowance  not  merely  in  the  interest  of  the 
public  utility  and  in  order  to  enable  it  to  keep  up  its  plant,  but,  more 
important,  in  order  to  assure  the  public  of  the  permanency  of  good 
service.  The  depreciation  allowance,  therefore,  is  a  contribution  the 
public  is  making  to  the  utility  in  order  to  insure  a  continuation  of 
service  through  the  renewal  of  plant  worn  out  in  the  service  to  the 
public. 

If  the  company  concludes  to  include  more  than  $780,000  in  operating 
expenses  for  depreciation,  the  excess  must  come  out  of  the  allowance 
for  a  fair  return.  In  our  opinion  the  amount  claimed  by  the  company 
is  excessive  and  the  amount  allowed  by  us,  determined  as  it  is  for  this 
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particular  plant  at  this  particular  time,  Is  reasonable  in  view  of  all  eir- 
cuniKtancf*s. 

We  are  aware  of  tlie  fa^*t  that  the  Interstate  Commerce  Commission 
in  now  engaj^ed  in  an  i n vest i^rat ion  of  the  subject  of  depreciation  as 
it  relat^'s  to  interstate  telephone  utilities  and  understand  that  there  is  a 
likelihood  of  that  Commission  establishing  depreciation  percentages 
for  the  various  items  of  property.  Whether  such  percentage  rates, 
if  any  are  to  be  fixed,  will  be  intended  to  apply  to  all  interstate  tele- 
phone systems  throughout  the  United  States  or  whethw  percentages  will 
be  determined  according  to  the  facts  and  necessities  in  a  particular  terri- 
tory, and  of  a  particular  company,  we  do  not  know.  The  Pacific  Com- 
pany, which  is  particularly  interested  in  this  matter,  by  reason  of  its 
stock  ownership  in  the  Southern  Company,  is  an  interstate  company, 
while  the  latter  company  is  engaged  in  a  purely  intrastate  business.  In 
view  of  the  present  status  of  the  matter,  we  prefer  not  to  direct  a  change 
in  the  percentages  employed  by  the  company  in  setting  up  on  its  books 
the  deprwiation  accruing  in  each  class  of  its  depreciable  property.  We 
shall  not  allow  in  operating  expenses  for  depreciation  any  sum  larger 
than  the  amount  above  indicated.  We  hold  to  the  view  that  the  proper 
amount  to  be  set  aside  for  a  particular  property  can  not  be  determined 
by  rule  of  thumb,  or  by  use  of  general  percentages  applying  over 
a  territory  as  large  as  the  United  States,  and  under  conditions  as 
varied  as  they  are  found  in  the  lar<?e  number  of  separate  telephone 
utilities.  Each  property,  we  believe,  must  be  governed  by  its  own 
particular  circumstances  and  requirements,  and  the  local  rate-making 
body  seems  to  be  in  the  best  position  to  consider  and  determine  the 
amounts  which  properly  should  be  set  aside  for  depreciation. 

Payments  to  the  American  Telephone  and  Telegraph  Company. 

In  its  estimate  of  expenses  the  company  claims  for  this  item  under 
the  designation  ** licensee  revenue"  the  annual  amount  of  $217,000. 
The  city's  and  the  Commission's  engineering  department's  allowance 
is  smaller  rfnd  amounts  to  $120,000  a  year.  The  engineering  depart- 
ment's figure  is  based  on  the  conclusion  that,  regardless  of  the  method 
of  computation,  this  amount  is  a  reasonable  payment  for  services  ren- 
dered by  the  American  Company  to  the  Southern  Company  in  view  of 
all  circumstances  surrounding  the  plant  at  this  time  and  that  will  sur- 
round it  in  the  next  few  years.  The  company's  figure  is  based  on  an 
agreement  now  in  existence  between  the  Pacific  Company  and  the 
Southern  Company,  and  particularly  on  section  6  of  that  agreement 
regarding  license  contract  payments  on  a  gross  earning  basis.  This 
item,  therefore,  goes  to  the  matter  of  the  relation  between  this  com- 
pany, the  Pacific  Company,  the  American  Company,  and  other  a£Sil- 


Digitized  by 


Google 


CALIFORNIA  RAILROAD  COMMISSION  DECISIONS.  1001 

iated  or  subsidiary  corporations.  An  inquiry  into  this  relation  was 
one  of  the  subjects  assigned  to  the  Engineering  Conference.  The  con- 
ference has  exhaustively  reported  on  this  point  and  there  are  before 
the  Commission  the  views  of  applicant  and  of  the  Pacific  Company, 
as  also  the  views  of  the  city  and  of  our  engineers.  We  shall  briefly 
deal  with  this  matter  under  another  heading.  It  is  sufficient  to  say  at 
this  point  that,  after  a  careful  consideration  of  the  entire  record,  we 
are  satisfied  that  the  inclusion  of  $120,000  in  the  expense  estimate  is 
a  reasonable  amount  for  the  services  rendered  by  the  American  Com- 
pany to  applicant. 

Uncollectible  Revenue. 

The  amount  for  revenue  which  the  company  will  be  unable  to  col- 
lect and  which,  therefore,  must  be  a  charge  upon  the  general  business, 
is  estimated  by  the  Engineering  Conference  at  one-half  of  one  per  cent 
of  the  estimated  gross  revenue.  We  are  willing  to  accept  this  estimate 
and  are  making  an  allowance  for  this  item  of  $41,000. 

Summarizing  the  foregoing  items,  we  have  a  total  expense  estimated 
for  1922,  exclusive  of  fair  return,  as  follows : 

Operating  expense  itema  1  to  8,  inclusive  (as  enumerated  above) $6,153,500  00 

9.  Annual  amount  to  be  put  into  depreciation  fund 780,000  00 

10.  Payment  to  American  Telephone  and  Telegraph  company 120,000  00 

11.  Uncollectible  revenue 41,000  00 

Total $7,094,500  00 

The  rate  schedule  we  are  proposing  is  estimated  by  the  engineers 
to  produce  a  gross  revenue  in  1922  of  $8,300,000.  We  wish  to  call 
attention  to  the  percentage  growth  in  the  company's  revenues  during  the 
last  three  years.  It  appears  that  the  1920  revenues  showed  an  increase 
over  the  year  1919  of  approximately  16  per  cent  and  the  1921  revenues 
over  those  for  1920,  in  spite  of  delayed  installations,  are  likely  to  show 
an  increase  of  at  least  14  per  cent.  The  estimate  of  the  Commission's 
telephone  engineer  for  the  year  1922  (under  present  rates)  shows  an 
increase,  however,  of  only  about  9  per  cent.  The  gross  revenue  esti- 
mate derived  from  the  rate  schedule  suggested  in  this  decision  is  based 
on  the  same  approximate  percentage  increase  in  business  as  is  the 
estimate  assuming  a  continuance  of  the  present  rates.  We  are  inclined 
to  believe  that  the  business  of  the  company  in  1922  will  show  an  increase 
closely  proportionate  to  the  one  of  the  preceding  year.  If  this  view 
is  correct,  there  is  an  underestimate  in  the  engineers'  revenue  figure 
for  1922  rather  than  an  overestimate. 

The  rate  base  we  have  in  mind  is  the  sum  of  $23,800,000.  This  sum 
includes  the  estimated  capital  expenditures  necessary  to  take  care  of 
the  1922  business  and  these  new  capital  expenditures  (partly  made  and 
partly  not  yet  made)  amount  to  $6,738,000.    We  are  aware  that,  to  a 
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considerable  extent,  the  rebuilding  of  the  Los  Angeles  plant  is  now 
going  on  and  has  been  going  on  for  some  time.  Unquestionably  a  por- 
tion of  the  capital  expended  is  not  only  useful  for  the  stations  to  be 
immediately  attached  to  the  present  system,  but  will  be  useful  for  addi- 
tional future  business.  Good  telephone  engineering  demands  the  design 
and  construction  of  the  plant  in  such  manner. 

The  Engineering  Conference  agreed  that  there  should  go  into  the 
rate  base  such  cost  of  new  construction  as  is  required  for  the  needs 
of  the  estimated  number  of  stations  plus  a  reasonable  margin  for  spare 
facilities,  and  company  maintains  that  the  full  amount  of  $6,738,000 
does  not  provide  for  anything  in  excess  of  such  needs. 

With  an.  estimated  revenue  of  $8,300,000,  and  total  estimated 
expenses  of  $7,094,000,  there  remains  a  net  return  of  $1,206,000.  This 
is  approximately  5.1  per  cent  on  the  estimated  rate  base  ana  falls 
short  by  $222,000  of  a  6  per  cent  return.  In  our  opinion  the  company 
will  earn  a  6  per  cent  return  on  this  rate  base  since  we  are  satisfied 
that  the  estimates  of  earnings  are  unduly  conservative.  We  consider 
such  a  return  as  reasonable  and  entirely  fair  to  the  company  in  view 
of  all  the  circumstances  in  this  case. 

While  this  Commission  has  repeatedly  pointed  out  that  the  volume 
and  the  classes  of  outstanding  securities  can  not  be  controlling  in  the 
determination  of  a  just  and  reasonable  rate,  we  wish  to  point  out  that 
the  fair  return  as  estimated  above  will  be  suflBcient  to  provide  for  all 
of  this  company's  interest  on  outstanding  bonds,  allow  for  interest 
payments  for  all  borrowed  money  and  for  additional  money  that  will 
have  to  be  borrowed  in  order  to  carry  out  the  1922  program,  and  in 
addition  leave  a  substantial  surplus.  This,  it  appears  to  us,  must  be 
considered  a  gratifying  financial  situation  as  compared  with  the  con- 
dition prior  to  consolidation  and  as  it  would  have  been  had  consolida- 
tion not  been  permitted. 

Reference  should  be  made  in  this  connection  to  the  matter  of  the 
apportionment  of  toll  revenues  and  expenses  between  the  exchange 
company  and  the  toll  company.  The  city  contends  that  the  present  30 
per  cent  revenue  apportionment  to  the  company  is  insufficient  and 
that  at  least  40  per  cent  of  the  toll  revenue  should.be  credited  to  the 
Los  Angeles  exchange.  If  an  increase  were  made,  the  gross  revenue 
of  the  company  would,  of  course,  be  increased,  the  net  revenues  would 
be  increased  in  the  same  amount  and  the  percentage  of  fair  return 
would  increase  accordingly. 

We  have  given  careful  consideration  to  this  matter.  It  may  be  that 
upon  a  close  analysis  the  applicant  may  be  entitled  to  receive  a  larger 
proportion  of  the  toll  revenue  than  it  receives  at  present,  but  no  data 
is  before  the  Commission  at  this  time  that  would  permit  of  a  fair  deter- 
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mination  of  the  question.  A  reapportionment  of  toll  revenue,  it  is  also 
apparent,  would  take  this  revenue  away  from  one  branch  of  the  Pacific 
Company's  business  and  give  it  to  another,  and  in  this  manner  would 
have  an  effect  on  other  telephone  rate  structures  which  are  not  now  at 
issue.  In  our  opinion  it  seems  desirable  to  let  this  matter  rest  until 
a  state-wide  determination  can  be  made. 

5.     Rate  Area. 

The  company  submitted  exhibits  showing  a  proposed  primary  rate 
area.  This  proposal  was  objected  to  by  the  city  and  the  item  was  one 
of  the  matters  referred  to  the  Engineering  Conference.  It  appears  that 
the  primary  rate  area  is  substantially  agreed  upon  by  the  conference 
with  one  material  exception.  As  recommended  by  the  Commission's 
telephone  engineer  and  accepted  by  the  conference,  the  company's  pro- 
posal is  modified  by  the  exclusion  from  the  area  of  a  small  neck  of 
territory  along  Verdugo  road,  east  of  Tropico,  and  the  extension  of 
the  area  to  include  a  district  in  the  southern  part  of  the  city,  bounded 
by  Florence  avenue  on  the  north.  Mountain  View  avenue  on  the  east, 
Manchester  avenue  on  the  south  and  Central  avenue  on  the  west.  We 
believe  the  company  should  adopt  this  rate  area  and  the  exchange  rates 
fixed  in  this  decision  should  apply  within  this  territory. 

It  is  the  city's  contention  that  the  so-called  Palms-Culver  district 
should  be  included  within  the  primary  rate  area.  The  Commission  has 
decided  this  matter  in  Decision  No.  9516  and  the  only  point  left  open 
at  this  time  is  the  location  of  the  Los  Angeles  primary  rate  area  bound- 
ary closer  to  the  Palms-Culver  city  boundary,  or  further  away  from 
that  boundary,  compared  with  the  present  location.  The  rate  area  here 
suggested  extends  the  present  boundary;  that  is  to  say,  a  larger  ter- 
ritory will  be  available  to  the  Los  Angeles  exchange  rates  than  is  at 
present  the  case.  A  reversal  of  Decision  No.  9516  does  not  appear 
justified. 
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6.     Rates. 

The  rate  structure  proposed  by  the  company  in  this  application  com- 
pares with  the  present  rate  structure  as  follows: 


Class  of  service 


Preeent  rates 


Wan 


Desk 


Proposed  rates 


Wan       \     Desk 


One-party  business,  flat 

One-party  business,  measured 

*One-party  business,  prepayment 

Two-party  business,  flat - 

Business  extensions - 

Business  suburban  _._..— _. 

One-party  residence - 

Two-party  residence,  flat - 

Pour-party  residence,  flat 

Residence  extensions  — 

Business  P.  B.  X.,  flat 

Switchboards- 
Cordless  _ 

Commercial  cord  - 

Non-multiple  — __ — 

Multiple  - _ 

Hotel,  flat , 

Non-multiple  __ - 

Multiple  ^ ^ 

Stations— 

Commercial ^_. 

Hotel— 

Not  in  guest  room ^ 

In  guest  room _ 

Intercommunicating 

Switching  keys,  10  lines ^ 

■  Switching  keys,  20  lines. _ 

Switching  keys,  30  lines — 

Trunks,  first  B.  W. — ^ ^. 

Trunks,  additional  B.  W 

Trunks,  outgoing _ 

Trunks,  Incoming _ 


$6  75 
600 
600 
525 
100 
300 
2  75 
250 
200 
100 


$12  00 


600 
900 

1  00 
350 
4  25 
3C0 

2  7r, 

1  00 


500 


«5  00 
*10  00 


200 


*5  00 

no  00 

1  00 

1  00 
50 

100 
50 
75 

1  00 


$12  25 


6  25 
925 
1  00 

3  75 

4  50 
3  75 
3  00 
1  00 


75 


18  00 
600 


^tJnder  t>re8eDt  rates  appears  under  ssctfon  3  of  tariff. 
«Up  to  80  lines. 


We  are  satisfied  that  the  proposed  rates  are  too  high  and  would  be 
unfair  and  unreasonable  to  the  subscribers.  "We  suggest  the  following 
rate  structure  and  believe  that  with  these  suggested  rates  in  effect  there 
will  be  produced  the  gross  revenue  previously  estimated  and  that  this 
income  will  enable  the  company  to  give  good  and  adequate  service  and 
to  take  care  of  the  future  telephone  requirements  of  Los  Angeles. 

PROPOSED  RATE  STRUCTURE. 

Bualneaa  Service. 

Rate  per  month 

Wall  set  Desk  set 

Individual  line,  unlimited  service — $9  OO  $9  25 

Two-party  line,  unlimited  service— _ 7  00  7  25 

Suburban,  ten-party  line,  unlimited  service.- 3  50  3  75 

Individual  line,  coin  box  service.    Guarantee,  20  cents  per 

day;  each  exchange  message,  5  cents. 

Extension,  with  or  without  bell 1  00  1  00 
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Residence  Service.  Rate  per  month 

Wall  set     Desk  set 

Individual  line,  unlimited  service - |8  75           $4  00 

Two-party  line,  unlimited  service _—  3  00            3  25 

Four-party  line,  unlimited  service ^ 2  25            2  50 

Suburban,  ten-party  line,  unlimited  service— — 3  00            3  25 

Extension,  with  or  without  bell ___ 1  00             1  00 

Private  Branch  Exchange  Service. 

Business,  commercial,  unlimited  service,  switchboard,  with 
battery  power  ringing  circuit,  and  switchboard  telephone 
for  each  position. 

Cordless,  each  position - _ $5  00  per  month 

Cord,  non-multiple,  each  position _ 6  00  per  month 

Cord,  multiple,  each  position _ 10  00  per  month 

Each  station,  primary  or  extension,  wall  or  desk  set 1  00  per  month 

First  both-way  trunk  line 11  00  per  month 

Each  additional  both-way  trunk  line 8  25  per  month 

Each  outgoing  trunk  line - 9  00  per  month 

Each  Incoming  trunk  line 6  00  per  month 

Each  two-position  order  table  equipped  with  two  com- 
plete telephone  sets. - 4  00  per  month 

Each  line  from  the  order  table  to  the  private  branch 

exchange  switchboard  — 1  00  per  month 

Hotel,  Private  Branch  Exchange — Unlimited  Service. 

Switchboard,    with    battery    power    ringing    circuit,    and 
switchboard  telephone  for  each  position. 

Cord,  non-multiple,  each  position —  $5  00  per  month 

Cord,  multiple,  each  position „ 10  00  per  month 

Each  station,  primary  or  extension,  wall  or  desk  set  not 

in  guest  rooms - ^ _ —  1  OO  per  month 

Each  station,  primary  or  extension  in  guest  rooms: 

Wall  set  _ 50  per  month 

Desk  set  — 75  per  month 

First  both-way  trunk  line -  11  00  per  month 

Each  additional  both-way  trunk  line — 8  25  per  month 

Each  outgoing  trunk  line 9  00  per  month 

Each  incoming  trunk  line 6  00  per  month 

Intercommunicating  Systems,  Business  Unlimited  Service. 

Each  station,  wall  or  desk  set,  with  switching  device,  same 
premises  as  primary  station: 

Ten-line  switching  device $1  50  per  month 

Twenty-line  switching  device _ 1  75  per  month 

Thirty-line  switching  device _  2  00  per  month 

Each  station,  wall  or  desk  set,  with  switching  device,  out- 
side premises  on  which  primary  station  Is  located,  but 
not  exceeding  300  feet  from  primary  station: 

Ten-line  switching  device l 2  26  per  month 

Twenty-line  switching  device 2  50  per  month 

Thirty-line  switching  device 2  75  per  month 

First  both-way  trunk  line i: 11  00  per  month 

Each  additional  both-way  trunk  line — 8  25  per  month 

Each  outgoing  trunk  line — 9  00  per  month 

Each  incoming  trunk  line - 6  00  per  month 
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Intercommunicating  Systems,  Residence  Unlimited  Service. 
Each  station,  wall  or  desk  set,  with  switching  device  on 
same  premises  as  primary  station: 

Twelve-button  switching  device $1  50  per  month 

Twenty-four-button  switching  device 1  75  per  month 

Thirty-six-button  switching  device— — —       2  00  per  month 

Each  station,  wall  or  desk  set,  with  switching  device,  out- 
side premises  on  which  primary  station  is  located,  but  not 
exceeding  300  feet  from  primary  station: 

Twelve-button  switching  device -_     |2  25  per  month 

Twenty-four-button  switching  device 2  60  per  month 

Thirty-six-button  switching  device -       2  75  per  month 

Each  both-way  trunk  line — 3  75  per  month 

Apartment  House  System. 

Apartment   telephone,   connected   with   its   vestibule   and 

janitor  set,  wall  set |0  25  per  month 

Vestibule  set,  Including  telephone 60  per  month 

Janitor  set,  including  telephone _. -  1  00  per  month 

Primary  Rate  Area. 
The  foregoing  rates  are  for  service  within  the  primary  rate  area  as  outlined  in 
this  decision. 

Other  Rates  and  Rules  and  Regulations  Affecting  Rates. 
Rates  other  than  those  herein  suggested,  and  rules  and  regulations  governing  all 
rates  should,  until  or  unless  otherwise  authorized  by  the  Commission,  remain  as  at 
present  and  schedules  providing  therefor  should  be  filed  by  the  company,  subject 
to  the  approval  of  the  Commission. 

In  the  rate  schedule  submitted  by  the  company  the  so-called  P.  B.  X. 
both-way  trunk  service  and  the  rates  now  quoted  for  such  service  were 
eliminated.  No  reasons  for  this  particular  elimination  were  presented 
by  the  company.  It  appears,  however,  that  the  great  bulk  of  private 
branch  exchange  trunk  service  in  Los  Angeles  is  over -both- way  trunks 
and  that  about  90  per  cent  of  private  branch  exchanges  would  be 
aflfected  by  this  change.  This  class  of  service,  therefore,  should  be  con- 
tinued unless  the  company  can  show  that  the  public  interest  is  better 
served  by  an  elimination.  If  the  company  desires  to  make  such  a  show- 
ing, this  may  be  done  in  a  supplemental  proceeding. 

7.  The  Relation  Between  Southern  California  Telephone  Company,  The  Pacifio 
Telephone  and  Telegraph  Company,  American  Telephone  and  Telegraph 
Company,  Western  Electric  Company,  and  Other  Affiliated  Companies. 

The  city,  generally  speaking,  takes  the  position  that,  by  reason  of 
the  relationship  existing  between  the  company  and  the  corporations 
with  which  it  is  aflSliated,  the  cost  of  telephone  service  to  the  Los 
Angeles  subscribers  is  unduly  increased  and  a  financial  showing  much 
less  favorable  than  the  actual  showing,  and  less  favorable  than  need  be, 
is  produced  on  applicant's  books.  This  result  is  brought  about,  in  the 
city's  view,  because  of  unreasonably  high  payments  to  the  American 
Company  for  services  rendered,  also  by  means  of  a  division  of  joint 
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revenue  and  expenses  (referring  to  toll  business)  between  affiliated 
companies  resulting  to  the  disadvantage  of  applicant  and  further,  by 
reason  of  excessive  material  and  supply  costs  ^for  plant  and  equipment 
manufactured  and  furnished  by  the  affiliated  companies. 

The  company,  on  the  contrarj%  insists  that  its  affiliations  with  other 
Bell  telephone  companies  and  enterprises  result  in  distinct  benefits  to 
the  public  and  lower  rather  than  increased  cost  of  service.  Western 
Electric  Company  material  prices  and  charges  for  service  are  not  too 
high  in  the  opinion  of  the  company,  and  payments  made  for  services 
to  the  American  Company  and  divisions  of  joint  revenues  and  expenses 
are  fair. 

We  have  already  dealt  with  the  so-called  licensee  revenue  payment 
and  allowed  in  our  expense  estimate  the  sum  of  $120,000  per  annum  as 
a  reasonable  and  fair  compensation  for  the  service  rendered  by  the 
American  t^ompany,  through  the  Pacific  Company,  to  applicant  under 
the  terms  of  the  agreement  of  May  31,  1917  (Company's  Exhibit  No. 
29) .  We  believe  no  sum  larger  than  $120,000  for  this  purpose  should 
be  charged  to  operation  and  that  whatever  additional  amount  this 
applicant  elects  to  pay  to  the  Pacific  Company,  or  to  the  American 
Company,  under  the  terms  of  this  contract,  should  be  a  deduction  from 
net  income.  On  the  expiration  of  the  present  contract  at  the  end  of 
next  year  the  reasonableness  of  its  terms  will  be  before  the  Commis- 
sion. We  have  also  stated  our  view  on  the  matter  of  apportionment  of 
toll  revenue  and  are  of  the  opinion  that  this  matter  can  not  be  properly 
decided  in  this  case. 

Applicant  is  controlled  by  the  Pacific  Company  through  ownership 
of  all  the  outstanding  stock,  except  a  few  qualifying  directors'  shares 
(60,869  shares  of  a  par  value  of  $6,086,900).  No  dividends  have  been 
paid  on  this  stock.  The  Pacific  Company  owns  none  of  the  applicant's 
outstanding  bonds  and  receives,  therefore,  no  bond  interest.  The 
Pacific  Company,  however,  has  loaned  to  applicant  considerable 
amounts  for  construction  and  on  these  loans  interest  is  paid  at  the  rate 
of  6  per  cent.  For  labor  and  material  delivered  to  applicant  by  the 
Pacific  Company,  or  vice  versa,  the  actual  cost  is  charged  and  paid. 
The  Pacific  Company  also  collects  from  applicant  the  so-called  licensee 
revenue  and  turns  it  over,  without  deduction,  to  the  American 
Company. 

Applicant  is  indirectly  controlled  by  the  American  Company  through 
the  latter 's  ownership  of  the  majority  of  the  stock  of  the  Pacific  Com- 
pany (73.3  per  cent  on  December  31,  1920).  The  American  Company 
owns  none  of  applicant's  bonds  or  notes.  Indirectly  it  receives  the 
licensee  payment  paid  the  Pacific  Company  and  such  interest  and  divi- 
dends as  it  may  earn  through  ownership  of  the  securities  of  the  Pacific 
Company  and  of  the  Western  Electric  Company. 
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The  licensee  payment  agreement  referred  to  above  provides  for  a 
payment  of  4J  per  cent  on  gross  revenue,  the  computation  to  be  made 
as  follows: 

The  same  proportion  of  the  gross  earnings  of  the  Southern  Company  as  the 
proportion  of  the  instruments  not  furnished  by  the  American  Company  bears  to  the 
total  number  of  instruments  used  in  the  service  of  the  Southern  Company.  This 
plan  to  be  effective  until  January  1,  1923,  provided,  however,  that  the  proportion 
of  the  gross  earnings  so  excluded  shall,  at  no  time,  be  more  than  at  the  beginning 
of  business  by  the  Southern  Company. 

The  question  of  equitable  contract  terms  will  arise,  therefore,  after 
January  1,  1923. 

The  matter  of  the  4^  per  cent  payment  by  its  subsidiaries  to  the 
American  Company  has  had  the  attention  of  this  Commission 
repeatedly,  and  particular  reference  is  here  made  to  Decision  No.  1254 
(San  Jose  Telephone  Rate  Case,  Vol.  4,  page  150,  Opinions  and  Orders 
of  the  California  Railroad  Commission).  We  believe  that  a  payment 
on  a  mere  percentage  basis,  regardless  of  the  kind  and  quality  of  the 
service  rendered,  is  not  a  fair  measure  of  such  services.  A  truer 
measure  can  be  had,  we  believe,  by  estimating  as  accurately  as  possible 
what  the  value  of  such  service  amounts  to  in  each  particular  case,  and 
this  method  we  have  applied  in  this  instance. 

With  reference  to  this  applicant's  relations  to  other  affiliated  com- 
panies, we  have  reached  no  definite  conclusions.  A  decision  on  that 
point  we  do  not  consider  essential  to  a  ^^termination  of  this  case.  This 
matter  should  be  reserved  for  a  more  thorough  analysis  in  the  pending 
statewide  telephone  rate  case. 

8.    Service. 

We  have  given  particular  attention  in  this  proceeding  to  the  matter 
of  service.  Reference  has  already  been  made  to  the  service  investi- 
gation instituted  by  the  Commission  in  Case  No.  1531.  That  proceeding 
will  be  kept  open  and  further  careful  attention  will  be  given  by  the 
Commission  to  this  matter.  Counsel  for  the  company  has  urged  that 
the  service  now  rendered  by  applicant  in  Los  Angeles  is  excellent.  This 
statement  is  not  borne  out  by  the  facts  before  the  Commission. 

Service  conditions  must  be  improved  and  means  must  be  found  to 
meet  more  promptly  and  more  satisfactorily  than  in  the  past  the 
demand  for  new  telephones  that  is  bound  to  continue  at  a  rapid  rate 
in  Los  Angeles.  The  rates  fixed  in  this  decision  will  make  it  possible 
for  applicant  to  render  a  high  class  telephone  service. 

The  Commission's  telephone  engineers,  in  conjunction  with  the  engi- 
neers of  the  Board  of  Public  Utilities  of  the  city  of  Los  Angeles,  made 
an  analysis  of  the  company's  records  of  service  observations  and  of 
trouble  records.  In  addition,  an  independent  service  test  was  con- 
ducted by  these  engineers.     The  analysis  of  the  company's  own  records 
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led  to  the  conclusion  that  the  management  is  making  satisfactory  efforts 
to  give  good  service,  but  that  the  number  of  troubles  reported  is 
excessive,  that  the  actual  trouble  h  not  cleared  with  sufficient  prompt- 
ness and  that  the  investigation  of  a  considerable  portion  of  the  troubles 
is  not  carried  far  enough  to  determine  and  eliminate  the  condition 
occasioning  the  report.  The  independent  service  tests  led  to  the  con- 
clusion that  the  plant  and  equipment  is  not  being  maintained  in  such 
condition  as  to  provide  good  service  and  that  a  larger  number  of  better 
trained  employees  is  required  for  the  proper  maintenance  of  the  plant. 

Since  these  conclusions  were  reached,  the  company  has  made  arrange- 
ments, upon  the  Commission's  suggestion,  to  increase  its  maintenance 
and  construction  forces  and  we  believe  an  improved  service  may  con- 
fidently be  expected. 

The  following  form  of  order  is  suggested : 

ORDER. 

Southern  California  Telephone  Company  having  applied  to  the  Com- 
mission for  an  order  fixing  just  and  reasonable  rates  for  telephone 
service,  for  the  fixing  of  an  effective  date  and  for  the  definition  of 
exchanges  and  exchange  boundaries,  togetlior  with  rules  and  regula- 
tions; hearings  having  been  held  and  the  Commission  basing  its  con- 
clusions on  the  foregoing  opinion,  and  finding  as  a  fact  that  the  rates 
authorized  and  the  classes  of  service  suggested  in  this  opinion,  together 
with  the  exchange  area  and  boundaries  defined,  are  just  and  reason- 
able; 

It  is  hereby  ordered,  that  applicant  file  with  the  Commission  within 
fifteen  (15)  days  of  the  date  of  this  order  a  schedule  of  rates  and  serv- 
ices as  outlined  in  the  preceding  opinion.  Upon  approval  by  the  Com- 
mission of  the  schedule  so  filed,  applicant  Ls  authorized  to  make  these 
rates  effective  as  of  January  1,  1922,  such  authorization  to  be  subject 
to  the  following  conditions : 

1.  Adequate  and  efficient  telephone  service  shall  be  rendered  at  all 
times  for  all  classes  of  service. 

2.  Applicant  shall  file  wnth  the  Commission  within  fifteen  (15)  days 
of  this  order,  for  the  approval  of  the  Commission,  a  map  showing  the 
Los  Angeles  primary  rate  area  as  outlined  in  the  foregoing  opinion. 

3.  Applicant  shall  submit  to  the  Commission,  within  fifteen  (15) 
days  from  the  date  of  this  order,  its  proposed  rules  and  regulations  to 
conform  to  the  rate  structure  outlined  in  the  foregoing  opinion  and  to 
the  prescribed  rate  area. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 
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Dated  at  San  Francisco,  California,  this  fourteenth  day  of  Decem- 
ber, 1921. 

SUPPLEMENT  "A". 

(Accompanying  Decision  No.  9864.) 
List  of  exhibits  filed  in  Application  No.  6286. 

I — Filed  by  the  company: 

A.  Financial  statement. 

B.  Monthly  rates  for  principal  classes  of  service. 

1.  Statement  of  delayed  orders  held  for  material  or  equipment. 

2.  Narrative  report  of  construction. 

3.  Increased  annual  expense  due  to  wage  increases  only. 

4.  Gross  revenues,  expenses  and  net  income  8  months  1917,  years  1918-19-20 

and  January,  1921. 

5.  Income  statement,  1917. 

6.  Income  statement,  1918. 

7.  Income  statement,  1919. 

8.  Income  statement,  1920. 

9.  Income  statement,  1921. 

10.  Classification  of  stations  by  classes  of  service  and  by  rates,  February  28, 

1921. 

11.  Estimated  revenues  and  expenses  year  1921  under  present  rates. 

12.  Proposed  rates  covering  the  principal  classes  of  service,  together  with  map 

showing  proposed  primary  rate  area. 
12a.  Proposed  exchange  rates. 

13.  Estimated  revenues  and  expenses  year  1921  under  proposed  rates. 
13a.  Proposed  exchange  rates,  year  1921. 

14.  Map  showing  present  rate  areas. 

15.  Map  showing  present  rate  areas. 

16.  Map  showing  proposed  primary  rate  area. 

17.  Area  assigned  to  the*  Southern  California  Telephone  Company  under  Deci- 

sion 3845. 

18.  Map   showing   area   assigned    to   Southern   California   Telephone   Company 

under  Decision  3845. 

19.  Map  showing  annexations  to  the  city  of  Ijos  Angeles  and  also  area  assigned 

to  the  Southern  California  Telephone  Company. 

20.  Inventory  of  property  of  Southern  California  Telephone  Company  Septem- 

ber 30,  1920. 

21.  Estimated  cost  of  reproduction  of  property  of  Southern  California  Telephone 

Company,  September  30,  1920. 

22.  Report  in  connection   with  estimated  cost  of  reproduction  Southern  Cali- 

fornia Telephone  Company,  September  30,  1920. 

23.  Estimated    cost    of    reproduction    less    depreciation    of    property    Southern 

California  Telephone  Company,  September  30,  1920. 

24.  Estimated   cost   of   reproduction   and   estimated   cost   of   reproduction,    less 

depreciation,  Southern  California  Telephone  Company  brought  down  to 
March  31,  1921,  and  October  31,  1921. 

25.  Southern  California  Telephone  Company  actual  performance  appraisal. 

26.  Summary  of  appraisals  and  fair  value. 

27.  Standard  supply  contracts  and  supplements  thereto  between  Southern  Cali- 

fornia Telephone  Company  and  Western  Electric  Company. 

28.  Comparison  cost  of  telephone  materials  to  Home  Telephone  and  Telegraph 

Company  of  Los  Angeles  and  Home  Telephone  and  Telegraph  Company 
of  Portland,  Oregon,  vs.  cost  of  equivalent  items  to  Southern  California 
Telephone  Company  under  contract  with  Western  Electric  Company. 

29.  Copy  of  agreement  with  the  American  Telephone  and  Telegraph  Company. 

Copy  of  agreement  with  the  Pacific  Telephone  and  Telegraph  Company. 

30.  Reply  memorandum  in  answer  to  Exhibit  "B"  of  the  Board  of  Public  Utili- 

ties of  the  city  of  Los  Angeles. 
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II— Piled  by  the  city : 

A.  Report  entitled,  "Board  of  Public  Utilities,  Southern  California  Telephone 

Company,  Increase  of  Rates — Before  California  Railroad  Commission — 
H.  Z.  Osborne,  Jr.,  Chief  Engineer." 

B.  Income  statements  for  the  years  succeeding  consolidation.  May  1,  1917,  to 

September  30,  1921. 

C.  Reply  memorandum  in  answer  to  EJxhibit  30  of  Southern  California  Tele- 

phone Company. 

Ill — Filed  by  Engineering  Conference: 

A.     Report  of  Engineering  Conference  in  Southern  California  Telephone  Com- 
pany rate  case,  November  7,  1921. 


Decision  No.  9872. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  OJAI  POWER  COMPANY, 
A  CORPORATION,  FOR  PERMISSION  TO  ISSUE  ADDITIONAL 
SECURITY. 


Application  No.  7275. 
Decided  December  16,  1921. 


Drapeau,  Orr  and  Gardner,  by  II.  F.  Orr,  for  Applicant. 

Bt  the  Commission. 

OPINION. 

In  this  application,  as  amended  by  its  supplemental  petition,  Ojai 
Power  Company  asks  permission  to  issue  $31,600  of  its  common  capital 
stock  and  to  use  the  proceeds  to  construct,  extend  and  improve  its 
facilities  and  service  and  to  reimburse  itself  for  moneys  expended  for 
capital  purposes. 

A  public  hearing  was  held  before  Examiner  Westover  at  Ojai. 

Ojai  Power  Company,  which  was  incorporated  on  or  about  July  22, 
1912,  owns  and  operates  an  electric  transmission  and  distribution  sys- 
tem in  Ojai  Valley,  Ventura  County,  and  a  water  plant  in  the  city  of 
Ojai.  It  reports  its  assets  and  liabilities  as  of  October  1,  1921,  as 
follows : 

Assets, 

Electric  investment $40,081  48 

Water  investment 18,986  87 

Special  deposits 1,500  00 

Cash 4,500  72 

Materials  and  supplies 1,175  28 

Prepaid  expense 481  75 

Total  assets  $66,726  10 

lAahHities, 

Capital  stock  $48,400  00 

Accounts  payable   5,471  97 

Consumers*  deposits  4,511  90 

Accrued  taxes 376  20 

Water  depreciation  reserve 83  33 

Electric  depreciation  reserve 1.527  95 

Undivided  profits 4,854  75 

Surplus   1,500  00 

Total  liabilities $66,726  10 
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The  company  when  incorporated  had  an  authorized  stock  issue  of 
$50,000  of  common  stock.  The  petition  shows  that  recently  applicant 
increased  its  authorized  stock  to  $100,000,  divided  into  1000  shares  of 
the  par  value  of  $100  each.  As  shown  in  the  foregoing  balance  sheet, 
$48,400  of  stock  is  at  present  outstanding. 

Applicant  now  desires  permission  to  issue  additional  stock  of  the  par 
value  of  $31,600.  The  testimony  of  i\l.  W.  Phillips,  applicant's  vice 
president  and  general  manager,  shows  that  the  company  proposes  to 
issue  $3,100  of  the  stock  to  pay  advances  made  to  it  by  consumers  and 
which  were  used  for  capital  purposes  and  to  sell  the  remaining  stock 
at  par.  Mr.  Phillips  stated  that  in  his  opinion  the  entire  amount  could 
be  sold. 

Applicant  reports  that  it  intends  to  use  the  proceeds  from  the  sale 
of  its  stock  for  the  following  purposes : 

(1)  To  reimburse  treasury $13,080  38 

a.  Cost   of   additions   and    betterments   to    water   plant 

since  Commission's  appraisement  January  30,  1919 $5,970  70 

b.  Cost  of  additions  and  betterments  to  electric  prop- 
erties   since    Commission's     appraisement   June    15, 

1920 7,050  G8 

(2)  To  reconstruct  two  miles  of  line  to  Foot  Ilills  Hotel,  using  No.  4 

and  Xo.  (J  wire  on  40-foot  poles 2,500  00 

(3)  To  reconstnict  two  miles  ^f  0(500-volt  lino  on  40-foot  poles  in  the 

east  end  of  Ojai  Valley 1.500  00 

(4)  To  construct  new  substation 10,000  00 

(5)  For  futjire  exten.sions,  additions  and  betterments 4^(©  02 

$ai,ooo  00 

The  testimony  of  M.  W.  Phillips  shows  that  tbe  $13,030.38  which 
applicant  has  heretofore  expended  and  for  which  it  now  seeks  reim- 
bursement was  obtained  or  will  be  obtained  from  the  following  sources : 

From  the  sale  of  obsolete  electric  equipment ! $5,970  70 

From  consumers'   advances 3,100  00 

From  surplus  earnings 3,950  OS 

$13,030  38 

We  are  of  the  opinion  that  the  Commission  can  not  authorize  the 
reimbursement  of  the  treasury  for  moneys  expended  for  additions  and 
betterments  when  such  moneys  were  obtained  from  the  sale  of  other 
properties,  and  when  no  reduction  was  made  in  the  capitalization  of 
the  company  at  the  time  the  property  was  sold.  The  additions  and 
betterments  acquired  through  the  use  of  the  proceeds  from  the  sale 
of  property  are  a  substitution  for  the  property  sold. 

If  stock  were  issued  to  reimburse  the  company  because  the  proceeds 
from  the  sale  of  property  were  invested  in  additions  and  betterments, 
double  capitalization  would  result.     The  order  herein  will  authorize 
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applicant  to  reimburse  its  treasury  out  of  proceeds  from  the  sale  of 
stock,  only  to  the  extent  that  actual  surplus  earnings  were  invested  in 
properties,  which  surplus  earnings  are  reported  at  $3,959.68.  The 
agreement  of  consumers,  above  referred  to,  to  take  stock  for  $3,100  of 
their  $4,511.90  in  deposits,  provides  a  reimbursement  for  them,  rather 
than  applicant's  treasury. 

In  addition  to  these  expenditures  which  have  already  been  made,  the 
company  reports  that  it  has  become  necessary  to  reconstruct  at  a  net 
cost  of  $4,000,  two  miles  of  line  to  Foot  Hills  Hotel,  using  No.  4  and 
No.  6  wire  on  40-foot  poles,  and  two  miles  of  G600-volt  line  in  the  east 
end  of  Ojai  Valley;  and  to  expend  about  $10,000  in  the  construction 
of  a  new  substation. 

The  petition  and  testimony  show  that  Ojai  Power  Company  hereto- 
fore has  purchased  electric  power  from  Southern  California  Edison 
Company  on  a  contract  which  provided  for  the  purchase  of  electric 
energy  at  2200  volts,  the  substation  eciuipment  being  owned  by  the 
latter  company.  Southern  California  Edison  Company  now  offers 
applicant  power  on  a  new  rate  which  contemplates  the  purchase  of 
power  at  transmission  voltage,  which  is  15,000  volts.  To  take  advan- 
tage of  this  new  rate,  applicant  must  install  its  own  equipment  or  go 
on  a  higher  rate.  Applicant  estimates  that  it  will  save  approximately 
$2,200  a  year  by  constructing  its  own  substation  and  thus  enabling  it 
to  receive  the  more  favorable  rates  by  taking  electric  energy  at  trans- 
mission voltage.  Applicant  has  filed  as  Exhibit  *^A,''  attached  to  its 
supplemental  petition,  a  detailed  statement  of  the  estimated  cost  of  the 
proposed  substation,  which  estimated  cost  is  $8,500:  M.  W.  Phillips 
testified  that  in  addition  to  this  amount,  about  $1,000  would  be  needed 
to  pay  freight  and  installation  charges. 

Applicant  reports  that  its  business  is  continually  growing  and  that 
it  has  been  found  necessary  to  expend  from  three  to  six  thousand  dol- 
lars a  year  to  take  care  of  new  consumers.  It  asks  that  it  be  permitted 
to  use  a  portion  of  the  proceeds  from  the  sale  of  its  stock  to  provide  an 
adequate  depreciation  reserve  with  which  to  make  additional  extensions 
from  time  to  time. 

The  primary-  function  of  depreciation  reserve  is  to  take  care  of 
replacements,  and  such  reserve  should  be  built  up  by  appropriations  of 
earnings,  and  not  through  the  sale  of  stock.  The  testimony  does  not,  in 
our  opinion,  justify  the  issue  of  stock  to  increase  applicant's  deprecia- 
tion reserve.  The  Commis^sion  will,  however,  at  this  time  authorize 
applicant  to  issue  stock  to  pay  the  cost  of  additions  and  betterments 
hereafter  constructed.  The  proceeds  from  the  sale  of  such  stock  must 
be  deposited  in  a  special  fund  and  may  be  expended  only  for  such  pur- 
poses as  the  Commission  may  authorize  in  a  supplemental  order  or 
orders.     When  applicant  desires  to  withdraw  any  moneys  in  the  special 
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fund  it  should  file  a  supplemental  application  showing  the  purposes  for 
which  it  intends  to  use  the  proceeds. 

ORDER. 

Ojai  Power  Company  having  applied  to  the  Railroad  Commission  for 
permission  to  issue  stock,  a  public  hearing  having  been  held,  and  it 
appearing  to  the  Railroad  Commission  that  the  money,  property  or 
labor  to  be  procured  or  paid  for  by  such  issue  is  reasonably  required 
for  the  purpose  or  purposes  specified  herein,  and  that  the  expenditures 
for  such  purpose  or  purposes  are  not  in  whole  or  in  part  reasonably 
chargeable  to  operating  expense  or  to  income ; 

It  is  hereby  ordered,  that  Ojai  Power  Company  be  and  it  is  hereby 
authorized  to  issue,  on  or  before  June  30,  1922,  $31,600  (316  shares) 
of  its  common  capital  stock. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  $3,100  of  the  stock  herein  authorized  may  be  issued  at  par  in 
repayment  of  advances  made  by  consumers,  and  the  remainder  shall 
be  sold  at  par  for  cash. 

2.  Of  the  proceeds  obtained  from  the  sale  of  the  stock  herein  author- 
ized, applicant  may  use  not  exceeding  $3,959.60  to  reimburse  its  treasury 
on  account  of  surplus  earnings  invested  in  plant,  and  may  use  not 
exceeding  $14,000  in  the  construction  of  the  proposed  substation  and  in 
the  reconstruction  of  the  four  miles  of  line  to  which  reference  is  made 
in  the  preceding  opinion.  All  other  proceeds  obtained  from  the  sale 
of  the  stock  herein  •  authorized  shall  be  deposited  by  applicant  in  a 
special  bank  account  to  be  regarded  as  a  special  fund  and  expended 
only  as  hereafter  authorized  in  a  supplemental  order  or  orders. 

3.  Applicant  shall  keep  such  record  of  the  issue  and  sale  of  the 
stock  herein  authorized  and  of  the  disposition  of  the  proceeds  as  will 
enable  it  to 'file  on  or  before  the  twenty-fifth  day  of  each  month  a  veri- 
fied report,  as  required  by  the  Railroad  Commission's  General  Order 
No.  24,  which  order  in  so  far  as  applicable,  is  made  a  part  of  this  order. 

Dated  at  San  Francisco,  California,  this  sixteenth  day  of  December, 
1921. 


Decision  No.  9875. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  CONSOLIDATED 
CANAL  COMPANY  FOR  AUTHORITY  TO  BORROW  THE  SUM  OF 
FIFTY  THOUSAND  DOLLARS  AND  TO  EXECUTE  ITS  NEGOTIABLE 
PROMISSORY  NOTE  THEREFOR. 


Application  No.  6959. 
Decided  December  16,  1921. 

li.  L.  Cory,  for  Applicant 

By  the  Commission. 

OPINION. 

In  this  application,  Consolidated  Canal  Company  asks  permission  to 
jssue  its  promissory  note  or  notes  ia  tb^  agrgregftte  face  amount  of 
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$50,000  and  to  use  the  proceeds  to  pay,  in  part,  outstanding  indebted- 
ness and  to"  provide  funds  with  which  to  make  certain  necessary  repairs 
to  its  properties  or  to  reconstruct  a  portion  of  its  canal  system. 

A  public  hearing  was  held  on  this  application  by  Examiner  Satter- 
white  at  Fresno. 

Consolidated  Canal  Company  was  incorporated  on  or  about  August 
12,  1901,  with  an  authorized  stock  issue  of  $500,000  of  common  stock. 
The  company  at  present  is  engaged  in  the  business  of  supplying  water 
for  irrigation  purposes  in  Fresno  County  and  Kings  County,  serving 
approximately  95,000  acres  of  land.  As  of  May  31,  1921,  it  reports 
outstanding  all  of  its  authorized  capital  stock,  $120,000  of  its  first 
mortgage  5  per  cent  gold  bonds  due  December  1,  1932,  and  $52,509.82 
of  current  liabilities.  Its  corporate  surplus  as  of  the  same  date 
amounted  to  $90,885.56. 

The  testimony  of  L.  A.  Nares,  applicant's  president,  shows  that  the 
company  has  made  arrangements  to  issue  unsecured  notes  bearing 
interest  at  not  more  than  7  per  cent  per  annum.  It  desires  permission 
to  issue  the  notes  for  such  terms  as  it  deems  advisable  and  to  renew 
them  from  time  to  time ;  provided  that  the  combined  terms  of  the  notes 
originally  issued  and  those  issued  in  renewal  thereof  shall  not  exceed 
one  year  after  date  of  the  first  note. 

The  testimony  further  shows  that  applicant  proposes  to  use  about 
$25,000  of  the  proceeds  from  the  issue  of  the  notes  to  refund,  in  part, 
outstanding  indebtedness  that  was  originally  incurred  for  capital  pur- 
poses and  to  use  the  balance  of  the  proceeds  for  the  improvement  and 
maintenance  of  its  facilities  and  service. 

ORDER. 

Consolidated  Canal  Company  having  applied  to  the  Railroad  Com- 
mission for  permission  to  issue  notes,  a  public  hearing  having  been 
held  and  it  appearing  to  the  Railroad  Commission  that  the  money, 
property  or  labor  to  be  procured  or  paid  for  by  such  issue  is  reasonably 
required  for  the  purpose  or  purposes  specified  herein  and  that  the 
expenditures  for  such  purpose  or  purposes  are  not  in  whole  or  in  part 
reasonably  chargeable  to  operating  expenses  or  to  income ; 

li  is  hereby  ordered,  that  Consolidated  Canal  Company  be  and  it  is 
hereby  authorized  to  issue  for  a  term  not  exceeding  one  year,  at  not 
less  than  face  value,  its  promissory  note  or  notes  in  the  aggregate  face 
amount  of  $50,000,  and  to  use  the  proceeds  for  the  purpose  of  refund- 
ing, in  part,  its  current  indebtedness  and  for  the  improvement  of  its 
facilities  and  service  as  described  in  this  application. 

The  authority  herein  granted  is  subject  to  further  conditions,  as 
follows : 

1.  The  notes  herein  authorized  to  be  issued  shall  bear  interest  at  not 
more  than  7  per  cent  per  annum. 
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2.  Applicant  may,  if  it  so  desires,  issue  notes  for  a  period  of  less  than 
one  year  and  renew  tKem  from  time  to  time,  provided  that  the  com- 
bined terms  of  the  notes  herein  authorized  and  of  the  notes  issued  in 
renewal  thereof,  shall  not  exceed  one  year  after  date  of  the  note  or 
notes  ori<i:inally  issued  under  the  authority  granted  herein. 

3.  Consolidated  Canal  Company  shall  keep  such  record  of  the  issue 
of  the  notes  herein  authorized  and  of  the  disposition  of  the  proceeds 
as  will  enable  it  to  file,  on  or  before  the  twenty-fifth  day  of  each  month, 
a  verified  report  as  required  by  the  Railroad  Commission's  General 
Order  No.  24,  which  order,  in  so  far  as  applicable,  is  made  a  part  of 
this  order. 

4.  The  authority  herein  granted  will  not  become  effective  until  appli- 
cant has  paid  the  fee  prescribed  by  section  57  of  the  Public  Utilities 
Act,  which  fee  is  $50. 

Dated  at  San  Francisco,  California,  this  sixteenth  day  of  December, 
1921. 


Decision  No.  9876. 

IN  THE  MA'CTER  OF  THE  APPI.KATION  OF  WILLIAM  PECK  AND 
HERBERT  E.  CULLER,  DOING  BUSINESS  AS  **HADDOCK  VILLA 
WATER  SYSTEM."  FOR  CERTIFICATE  OF  PUBLIC  CONVENIENCE 
AND  NECESSITY. 


Application  No.  6996. 
Decided  December  16,  1921. 


William  Peck  and  Herbert  E.  Culler^  in  propria  persona. 

By  the  Commission. 

OPINION. 

In  the  above  application  William  Peck  and  Herbert  E.  Culler,  doing 
business  as  ** Haddock  Villa  Water  System,"  ask  for  a  certificate  that 
public  convenience  and  necessity  recjuire  them  to  construct  and  operate 
a  domastic  water  system  to  serve  a  tract  of  approximately  70  acres  of 
land,  bein^  Tract  No.  4082,  and  the  southwest  quarter  of  the  southeast 
quarter  of  section  36,  townsliip  2  south,  range  14  west,  San  Bernardino 
meridian,  in  Los  An2:eles  County. 

A  public  hearing  was  held  in  the  above  entitled  application,  before 
Examiner  Williams,  of  which  all  interested  parties  were  notified  and 
given  an  opportunity  to  appear  and  to  be  heard. 

The  system  as  installed  consists  of  a  ten-inch  well,  550  feet  deep, 
from  which  water  is  pumped  into  four  10,000-gallon  tanks  elevated 
some  25  feet  above  ground  and  located  on  the  highest  point  of  the 
service  area.  Distribution  mains  are  laid  throughout  the  tract  to 
serve  339  lots.  The  well,  from  all  indications,  has  ample  capacity  to 
furnish  an  adequate  supply  of  water. 
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Mr.  F.  H.  Van  Hoesen,  one  of  the  Commission's  hydraulic  engineers, 
submitted  a  report  showing  the  estimated  cost  of  the  system  to  be 
$12,099.51  and  a  replacement  annuity  amounting  to  $329. 

No  one  appeared  to  protest  the  granting  of  the  application,  the  rates 
or  the  rules  and  regulations  contained  therein. 

The  system  was  installed  to  aid  in  the  sale  of  real  estate  and  is  largely 
overbuilt  at  the  present  time.  However,  the  rates  as  set  forth  in  the 
following  order  are  reasonable  rates  and  will  produce  a  revenue  that 
will  do  substantial  justice  to  both  the  applicant  and  the  consumer. 

ORDER. 

William  Peck  and  Herbert  E.  Culler,  doing  business  as  **  Haddock 
Villa  Water  System,''  having  made  application  as  entitled  above,  a 
public  hearing  having  been  held  thereon  and  the  matter  having  been 
submitted ; 

The  Railroad  Commission  of  the  State  of  California  hereby  declares 
that  present  and  future  public  convenience  and  necessity  require  and 
will  require  William  Peck  and  Herbert  E.  Culler,  doing  business  as 
Haddoek  Villa  Water  System,  to  operate  a  water  system  for  the  pur- 
pose of  supplying  water  for  domestic  purposes  to  Tract  No.  4082,  as 
per  map  recorded  on  page  36  of  book  44  of  maps,  records  of  Los 
Angeles  County,  California,  and  for  the  southwest  quarter  of  south- 
east quarter  of  section  36,  township  2  south,  range  14  west,  San  Ber- 
nardino meridian,  in  Los  Angeles  County;  and 

It  is  hereby  ordered,  that  William  Peck  and  Herbert  E.  Culler, 
doing  business  as  Haddock  Villa  Water  System,  be  and  they  are  hereby 
directed  to  file  with  this  Commission  within  twenty  (20)  days  of  the 
date  of  this  order  the  following  schedule  of  rates  to  be  charged  for  all 
water  delivered  to  consumers  on  and  after  December  31,  1921 : 

Flat  Rates. 
Where  no  meter  is  furnished  a  flat  rate  of  $1.50  per  month  shall  be  charged. 

Meter  Rates. 

Monthly  minimum  charges — 

f-inch   meter   11  25 

f-inch   meter   1  50 

1-inch   meter   1  75 

For  aU  water  used,  per  month — 

From        0  to    500  cubic  feet  per  month,  per  100  cubic  feet $0  25 

From    500  to  1000  cubic  feet  per  month,  per  100  cubic  feet 20 

From  1000  to  2000  cubic  feet  per  month,  per  100  cubic  feet 15 

Over    2000  cubic  feet  per  month,  per  100  cubic  feet 0425 

li  is  hereby  further  ordered,  that  William  Peck  and  Herbert  E. 
Culler,  doing  business  as  Haddock  Villa  Water  SyvStem,  be  and  they  are 
hereby  directed  to  file  wath  this  Commission  within  thirty  (30)  days  of 
the  date  of  this  order,  rules  and  regulations  to  govern  relations  with 
their  consumers. 

Dated  at  San  Francisco,  California,  this  sixteenth  day  of  December, 
1921. 
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Decision  No.  9877. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  SAN  RAFAEL  RANCH 
COMPANY  FOR  PERMISSION  TO  DISCONTINUE  WATER  SERVICES. 


Application  No.  6989. 
Decided  December  16,  1921. 


Wateb  Utility — Discontinuance  of  Service — Adequate  Alternative  Supply. — 
An  adequate  alternative  supply  being  available,  applicant  is  permitted  to  dis- 
continue service,  it  being  held  unwise  to  require  applicant  to  continue  to 
supply  water  in  competition  with  municipal  systems  whose  mains  are  already 
in  place. 

John  Munger  and  Sheldon  Borden,  for  Applicant. 

O.  E.  Waldo,  for  Protestants. 

W,  8.  Volkmar,  in  propria  persona. 

By  the  Commission. 

OPINION. 

• 

The  San  Rafael  Ranch  Company,  a  corporation,  applicant  herein, 
owns  and  operates  what  is  known  as  the  Parkdale  Water  System,  a 
public  utility  supplying  water  for  domestic  purposes.  The  distribution 
system  is  located  partly  in  the  city  of  Pasadena,  partly  in  the  city  of 
Los  Angeles,  and  partly  in  the  adjacent  unincorporated  portion  of  the 
county  of  Los  Angeles.  Applicant  asks  permission  to  discontinue 
water  service  to  all  persons  formerly  served  and  now  being  served  by 
that  portion  of  its  system  in  the  cities  of  Los  Angeles  and  Pasadena, 
with  the  exception  of  two  isolated  consumers  in  the  city  of  Pasadena. 

A  public  hearing  was  held  in  Los  Angeles  before  Examiner  Williams, 
of  which  all  interested  parties  were  notified  and  given  an  opportunity 
to  be  present  and  be  heard. 

It  appears  from  the  testimony  presented  that  this  water  system  was 
installed  by  the  San  Rafael  Ranch  Company  about  1906,  primarily  to 
aid  in  the  sale  of  the  company's  real  estate.  The  earlier  forms  of  eon- 
tract  covering  the  sales  of  lots  by  the  San  Rafael  Ranch  Company 
contained  a  provision  obligating  the  company  to  furnish  water  for 
domestic  purposes  to  the  purchaser  on  his  request  at  the  same  rate 
established  for  water  service  by  the  city  of  Pasadena.  This  form  of 
contract  was  later  somewhat  modified. 

The  evidence  indicates  that  the  available  water  supply  developed  by 
the  company 's  wells  has  gradually  decreased  during  the  past  six  years, 
and  in  consequence  it  has  been  necessary  for  the  utility  to  purchase 
water  from  the  city  of  Pasadena  during  a  portion  of  the  years  1919, 
1920  and  1921 ;  that  the  applicant  has  expended  considerable  sums  of 
money  in  an  attempt  to  increase  the  available  water  supply  but  with- 
out success ;  that  the  system  is  in  a  dilapidated  condition  and  requires 
the  expenditure  of  an  unreasonable  amount  for  maintenance  and  opera^ 
tion,  and  that  unless  permission  to  discontinue  service  is  granted  it 
will  be  necessary  to  replewe  ft  Urge  portion  of  its  distribution  system 
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at  a  heavy  expense.  It  was  also  shown  that  the  city  of  Pasadena  and 
the  city  of  Los  Angeles  stand  ready  to  supply  all  the  consumers  to  whom 
the  applicant  desires  to  discontinue  service,  and  that  all  the  services  in 
Pasadena  excepting  that  of  Captain  Volkmar  have  been  disconnected 
from  the  Parkdale  Water  System  and  are  now  being  supplied  by  the 
municipally  owned  and  operated  water  system  of  the  city  of  Pasadena. 

Protestants  herein,  all  residents  of  the  city  of  Pasadena,  contend  that 
the  service  rendered  by  the  city  of  Pasadena  is  inferior  to  that  formerly 
supplied  by  the  Parkdale  Water  System,  and  that  they  consented  to  a 
transfer  of  their  services  to  the  system  owned  by  the  city  of  Pasadena 
under  the  impression  that  they  would  later  be  connected  to  the  city's 
high  pressure  system,  but  they  now  find  that  this  is  not  the  case,  and 
owing  to  the  lower  pressures  prevailing  on  the  municipal  system  it  will 
be  necessary  to  expend  considerable  sums  for  the  rebuilding  of  their 
private  pipe  lines  in  order  to  secure  an  adequate  supply. 

Tests  of  the  pressures  maintained  on  the  system  owned  by  the  city  of 
Pasadena  were  taken  by  Mr.  J.  G.  "Hunter,  one  of  the  Commission's 
hydraulic  engineers,  and  it  was  found  that  the  minimum  pressure  at 
the  ground  elevation  in  this  territory  was  31  pounds,  which  is  adequate 
for  all  ordinary  domestic  use. 

Captain  Volkmar,  who  owns  approximately  twelve  acres  of  land  and 
who  maintains  about  three  and  a  half  acres  of  nursery  on  the  lower 
levels,  contends  that  the  system  now  operated  by  the  city  of  Pasadena 
will  not  supply  the  higher  levels  of  his  ground,  upon  which  it  is  his 
intention  to  erect  a  residence  in  the  future.  It  was  shown,  however, 
that  the  pressures  maintained  in  the  city's  system  are  suflBcient  for  his 
present  needs,  and  that  plans  have  been  drawn  and  expenditures 
authorized  for  the  construction  of  a  high-pressure  reservoir,  which 
upon  its  completion  will  adequately  supply  all  portions  of  this  prop- 
erty. Captain  Volkmar  also  contends  that  the  terms  of  the  contract 
entered  into  with  the  San  Rafael  Ranch  Company  obligate  that  com- 
pany to  supply  him  with  water  at  all  times,  and  that  he  is  a  consumer 
under  private  contract  rather  than  under  a  public  utility  status. 

There  are  eight  consumers  within  the  city  limits  of  Los  Angeles  who 
are  now  supplied  by  this  system,  none  of  whom  appeared  to  protest  the 
granting  of  the  application,  although  due  notice  of  the  hearing  was 
given  them.  It  appears  that  the  city  of  Los  Angeles  is  ready  at  any 
time  to  connect  these  consumers  with  its  water  mains  and  to  supply 
them  with  water. 

A  careful  consideration  of  all  the  evidence  presented  leads  to  the  con- 
clusion that  there  is  an  adequate  alternative  water  supply  available 
for  the  use  of  all  consumers  to  whom  the  applicant  is  asking  permission 
to  discontinue  service,  and  that  under  the  circumstances  it  would  be 
unwise  to  require  the  applicaat  to  continue  to  supply  water  in  compe- 
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tition  with  the  municipal  systems  whose  mains  are  already  in  place  in 
the  streets. 

ORDER. 

The  San  Rafael  Ranch  Company  having  made  application  to  the 
Railroad  Commission  for  permission  to  discontinue  water  service  to  ita 
consumers  in  the  city  of  Los  Angeles  and  to  certain  consumers  in  the 
city  of  Pasadena,  a  public  hearing  having  been  held  and  the  matter 
having  been  submitted : 

It  is  hereby  found  as  a  fact  that  public  convenience  and  necessity 
do  not  require  applicant  to  continue  to  supply  water  to  the  consumers 
referred  to  in  this  application. 

And  basing  the  order  upon  the  foregoing  finding  of  fact  and  upon 
the  statements  of  fact  contained  in  the  opinion  which  precedes  this 
order ; 

It  is  hereby  ordered,  that  San  Rafael  Ranch  Company  be  and  it  is 
hereby  authorized  to  discontinue,  on  and  after  March  1,  1922,  such 
public  utility  service  as  it  has  heretofore  rendered  to  its  consumers 
within  the  city  of  Los  Angeles  and  to  its  consumers  within  the  city  of 
Pasadena,  excepting  R.  C.  Gould  and  Mrs.  J.  W.  McKinley,  upon  the 
following  conditions: 

1.  Within  ten  (10)  days  of  the  date  of  this  order  applicant  shall 
notify  each  consumer  to  whom  service  is  to  be  discontinued  that  on  and 
after  March  1,  1922,  such  service  will  be  discontinued  as  authorized 
herein. 

2.  Within  twenty  (20)  days  from  the  date  of  this  order  applicant 
shall  file  with  this  Commission  a  certified  statement  that  aU  consumers 
have  been  so  notified. 

Dated  at  San  Francisco,  California,  this  sixteenth  day  of  December, 
1921. 


Decision  No.  9878. 

C.  W.  CURPHEY 

vs. 

ED  ROYCE. 


Case  No.  1502. 
Decided  December  16,  1921. 


Pboceedinq  in  Contempt. — Proceeding  is  dismissed  as  defendant  was  ordered  to 
cease  operations  as  a  common  carrier  and  it  did  not  appear  that  defendant 
actually  operated  as  a  common  carrier  since  the  order. 

H.  W.  Kidd  and  Rex  Hardy ^  for  Complainant. 

Dave  F.  Smithy  Walter  T.  Casey  and  Ross  and  WhitclatCy  for  Defendant. 

By  the  Commission. 

OPINION. 

This  is  a  contempt  proceeding:  against  Ed  Royce,  instituted  upon 

the  affidavit  of  C.  W.  Curphey,  filed  May  31,  1921. 
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On  June  8,  1921,  the  Commission  made  an  order  substituting  M.  R. 
Downing,  as  administrator  of  the  estate  of  C.  W.  Curphey,  deceased, 
in  lieu  and  place  of  said  C.  W.  Curphey. 

On  June  1,  1921,  the  Commission  issued  an  order  directing  said  Ed 
Royce  to  show  cause  why  he  should  not  be  punished  for  contempt,  as 
set  forth  in  said  affidavit.  The  matter  was  heard  at  El  Centro  before 
Examiner  Satterwhite  on  June  20,  1921.  Evidence  was  received  on 
behalf  of  both  complainant  and  defendant  and  the  matter  was  sub- 
mitted. 

The  order  of  the  Railroad  Commission,  which  it  was  alleged  that  said 
Ed  Royce  had  disobeyed,  was  made  May  21,  1921,  and  read,  in  part, 
as  follows: 

It  is  therefore  ordered,  that  Ed  Royce  be  and  he  is  hereby  directed  to  discontinue 
forthwith  said  auto  truck  service  as  a  common  carrier  of  freight  between  El  Centro 
and  Calipatria  and  Calexico  and  intermediate  points,  and  between  El  Centro  and 
Uoltville  and  intermediate  points,  within  Imperial  County,  California. 

It  will  be  observed  that  this  order  did  not  direct  said  Ed  Royce  to 
cease  operations  in  violation  of  the  Auto  Stage  and  Truck  Transporta- 
tion Act,  nor  to  cease  operations  as  a  contract  carrier,  but  it  ordered 
him  to  discontinue  his  service  as  a  common  carrier. 

Unless  the  evidence  established  that  said  Ed  Royce  was  operating  as 
a  common  carrier,  he  can  not  be  held  for  contempt  in  this  proceeding 
even  though  his  operations  may  have  been  unlawful  in  other  respects. 
A  thorough  examination  of  the  evidence  convinces  us  that  complainant 
failed  to  prove  that  Ed  Royce  was  operating  as  a  common  carrier.  The 
most  that  was  established  was  that  he  had  made  not  more  than  twelve 
trips  over  the  routes  in  question,  and  that  all  of  these  trips  were  made 
under  some  arrangement  with  the  Sperry  Flour  Company  for  hauling 
flour.  There  was  evidence  that,  by  means  of  newspaper  advertise- 
ments, said  Ed  Roy6e  did  hold  himself  out  to  the  public  as  a  common 
carrier,  but  there  was  no  evidence  that  he  ever  actually  engaged  in  any 
form  of  hauling  which  could  be  classed  as  that  of  a  common  carrier.  The 
most  that  can  be  said  is  that  Royce  showed  an  attitude  of  disregard  for 
the  order  of  the  Commission  and  a  willingness  to  violate  the  order;  but, 
as  already  stated,  the  evidence  did  not  show  that  he  ever  actually 
operated  as  a  common  carrier.  It  follows,  therefore,  that  the  proceed- 
ing must  be  dismissed. 

The  Commission  desires  to  make  it  plain  that  in  dismissing  this  pro- 
ceeding it  does  not  sanction  the  operations  which  it  was  shown  were 
being  carried  on  by  said  Ed  Royce.  The  question  of  the  legality  of 
these  operations  is  not  before  the  Commission  in  this  proceeding. 

ORDER. 

For  the  reasons  stated  in  the  foregoing  opinion, 
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It  is  hereby  ordered,  that  the  said  order  to  show  cause  be,  and  the 
same  is,  hereby  dismissed. 

Dated  at  San  Francisco,  California,  this  sixteenth  day  of  December, 
1921. 


Decision  No.  9885. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  CITY  OF  REDDING 
TO  FIX  THE  JUST  COMPENSATION  TO  BE  PAID  BY  THE  CITY  OF 
REDDING  TO  NORTHERN  CALIFORNIA  POWER  COMPANY,  CON- 
SOLIDATED, FOR  ITS  PROPERTY  OWNED  AND  USED  BY  IT  IN 
SAID  CITY  FOR  THE  PURPOSE  OF  DISTRIBUTION  OF  ELECTRIC 
ENERGY  IN  SAID  CITY. 


Application  No.  3718. 
Decided  December  16,  1921. 


Just  Compensation — Appbeciation  in  Value. — It  is  held  that  in  fixing  just 
compensation  to  be  paid  by  a  city  for  acquiring  a  public  utility  property,  sub- 
sequently accrued  since  the  filing  of  the  original  petition,  items  of  daimed 
appreciation  in  value  due  to  increased  market  prices  entering  into  the  valua- 
tion of  the  property  or  into  the  allowance  for  severance  damage  are  not 
allowable  under  the  provisions  of  the  Public  Utilities  Act. 

By  the  Commission. 

SECOND    SUPPLEMENTAL    OPINION    AND    FINDING    ON    AMOUNT    OF 
JUST  COMPENSATION. 

The  finding  and  order  of  the  Railroad  Commission  herein  fixing  the 
just  compensation  to  be  paid  by  the  city  of  Redding  for  the  electric 
distribution  system  sought  to  be  acquired  was  made  on  the  fourteenth 
day  of  March,  1921  (Decision  No.  8745),  the  total  amount  therein  fixed 
including  severance  damage,  was  $52,708.99.  Thereafter,  the  city  of 
Redding  instituted  an  action  in  the  Superior  Court  of  the  county  of 
Shasta,  State  of  California,  for  condemnation  of  the  property  thus 
valued,  and  a  judgment  was  rendered  in  this  action  on  October  28^ 
1921,  by  which  it  was  decreed  that  the  city  of  Redding  should  acquire 
the  property  in  question  at  the  compensation  fixed  by  the  Railroad 
Commission,  subject,  however,  to  the  modification  contemplated  by 
section  47(6)  of  th<^  Public  Utilities  Act  on  account  of  additions,  better- 
ments, depreciation,  or  deterioration  or  other  changes  in  the  property 
transpiring  since  the  date  of  the  filing  of  the  original  petition  in  this 
proceeding. 

On  November  23,  and  November  26,  1921,  respectively,  the  city  of 
Redding  and  the  Pacific  Gas  and  Electric  Company,  successor  in 
interest  of  the  Northern  California  Power  Company,  Consolidated,  filed 
their  petitions  with  the  Commission  pursuant  to  subdivision  9  of  sec- 
tion 47(6)  of  the  Public  Utilities  Act,  asking  that  the  Commission' 
make  its  finding,  decreasing  or  increasing  (as  the  case  might  be)  the 
just  compensation  heretofore  fixed.  These  petitions  were  consolidated 
for  hearing  and  decision  and  a  hearing  was  had  thereon  on  December 
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12,  1921,  before  Examiner  Gordon,  at  San  Francisco.  Further  hear- 
ings were  had  on  December  15  and  16,  evidence,  both  oral  and  docu- 
mentary, was  received  in  support  of  both  petitions  and  the  matter  was 
submitted  and  is  now  ready  for  decision. 

The  evidence  shows  without  conflict  that  expenditures  have  been 
made  by  the  company  since  the  filing  of  the  original  petition  for  the 
purpose  of  preserving  and  improving  the  property  in  question,  and 
that  there  has  also  been  a  certain  amount  of  the  property  abandoned 
or  removed.  It  was  stipulated  that  a  net  value  of  such  additions  and 
betterments,  after  deducting  all  allowances  for  abandoned  property 
and  removals,  is  the  sum  of  $13,416.62.  The  evidence  further  shows 
that  since  the  date  of  filing  of  the  original  petition  that  portion  of 
the  system  which  is  being  condemned  caid  which  is  not  a  part  of  the 
additions  and  betterments  just  referred  to,  has  suffered  a  depreciation 
and  deterioration,  by  reason  of  which  its  value  has  diminished  in  the 
amount  of  $8,772.93. 

The  Pacific  Gas  and  Electric  Company,  in  its  petition,  alleges  that 
the  just  compensation  heretofore  fixed  should  be  also  increased  by 
reason  of  appreciation  in  value  of  the  plant  covered  in  the  basic  inven- 
tory due  to  higher  market  prices  prevailing  December  16,  1921,  on 
cost  of  materials  entering  into  the  construction  of  the  plant,  over  the 
market  prices  heretofore  used  in  fixing  its  just  compensation  as  of 
May  2,  1918.  The  amount  of  increase  claimed  on  this  account  as 
modified  by  the  company  at  the  hearing  and  as  finally  urged  was  in 
the  sum  of  $1,897.96.  A  similar  claim  was  made  by  the  company  for 
an  increase  in  the  amount  of  just  compensation  for  severance  damage 
amounting  to  $1,589.01.  The  city  objected  to  any  consideration  being 
given  to  either  of  these  items,  urging  that  they  were  not  legally  allow- 
able under  the  provisions  of  the  Public  Utilities  Act.  It  was  stipu- 
lated, however,  by  both  the  company  and  the  city,  that  the  amount 
claimed  by  the  company  as  above  set  forth  correctly  represents  the 
difference  in  just  compensation  due  to  increased  unit  prices  prevailing 
December  16,  1921.  There  was  no  other  evidence  to  contradict  the 
correctness  of  the  company's  claims  on  these  items.  The  Commission, 
however,  is  of  the  opinion  that  the  contention  of  the  city  is  correct, 
and  that  these  items  of  so-called  ** appreciation  in  value,"  due  to 
increased  market  prices  entering  into  the  valuation  of  the  property  or 
into  the  allowance  for  severance  damage,  are  not  allowable  under  the 
provisions  of  the  Public  Utilities  Act. 

FINDING. 

After  due  consideration  of  all  the  evidence  herein,  the  Commission 
hereby  makes  and  files  its  findino:,  fixing,  as  of  this  sixteenth  day  of 
December,  1921,  the  extent  to  which  the  just  compensation  heretofore 
fixed  herein,  should  be  increased  by  reason  of  the  matters  alleged  in 
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said  petitions  filed  herein  by  the  city  of  Redding  and  the  Pacific  Gas 
and  Electric  Company  on  November  23,  1921,  and  November  26,  1921, 
respectively : 

The  Commission  finds  that  subsequent  to  the  date  of  the  filing  of 
the  original  petition  herein  the  owner  of  the  lands,  property  and  rights 
herein  sought  to  be  acquired  by  the  city  of  Redding,  made  expenditures 
in  the  amount  of  $13,416.62  for  the  purpose  of  preserving  and  improv- 
ing said  lands,  property  and  rights,  and  that  said  expenditures  were 
reasonably  and  prudently  made  and  were  beneficial  to  said  lands, 
property  and  rights  to  the  extent  of  the  said  sum  of  $13,416.62,  and 
that  by  reason  thereof  the  just  compensation  heretofore  fixed  herein 
should  be  increased  in  said  sum  of  $13,416.62,  subject,  however,  to  the 
deduction  hereinafter  set  forth  by  reason  of  depreciation:  that  subse- 
quent to  the  filing  of  the  original  petition  herein  the  property,  to  wit, 
the  electric  distribution  system  sought  to  be  condemned  herein,  has 
depreciated  and  deteriorated,  and  that  by  reason  thereof  its  value  has 
diminished  in  the  amount  of  $8,772.93,  and  that  the  just  compensation 
heretofore  fixed  herein  should  be  decreased  in  said  amount  of  $8,772.93 ; 
that  by  reason  of  the  matters  set  forth  in  this  finding  the  just  compen- 
sation heretofore  fixed  herein  by  the  order  made  March  14,  1921,  should 
be  increased  in  the  net  amount  of  $4,643.69. 

Dated  at  San  Francisco,  California,  this  sixteenth  day  of  December, 
1921. 


Decision  No.  9886. 


IN  THE  MATTER  OF  THE  API»LI('ATION  OF  F.  W.  GOMPH,  AGENT, 
FOR  PERMISSION  TO  INCREASE  RATES  ON  PETROLEUM  ROAD 
OIL. 


Application  No.  6780. 
Decided  December  20,  1921. 


Freight  Rates — Petroleum  Road  Oil — Crude  Oil  and  Asphaltum  Group- 
ings.— Application  of  the  carriers  to  take  petroleum  road  oil  out  of  the  crude 
oil  tariffs  grouping  and  place  it  in  the  asphaltum  grouping,  thus  increasing 
the  rate,  denied,  the  Commission  holding  that  crude  oil  and  so-called  road  oil 
are  both  used  for  road-making  purposes  and  are  indistinguishable  without 
technical  analytical   test. 

E.  W.  Camp,  for  Applicant". 

James  S.  Moore,  Jr,,  for  Western  Pacific  Railroad  Company. 

(7.  //.  Baker,  for  Atchison,  Topeka  and  Santa  Fe  Railway  Company. 

B.  H.  Carmdehael  and  Stuart  M,  ^Salisbury,  for  A.  F.  Gilmore  Company,  California 

Petroleum  Exchange,  and  others. 
Ray  C.  Wakefield,  for  County  of  Fresno. 

F.  M.  Hill,  for  Fresno  Traflfic  Association  for  the  City  and  County  of  Fresno. 

E.  W.  H oiling sworth,  for  Oakland  Chamber  of  Commerce. 
Frank  Karr,  for  Pacific  Electric  Railway  Company. 

U.  U.  Gogariy,  for  Southern  Pacific  Company. 

F.  P,  Oregson,  for  Associated  Jobbers  of  Los  Angeles. 
George  8.  Strait,  for  County  of  Los  Angeles. 
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R,  W.  Stewart,  for  City  of  Los  Angeles. 

A.  C.  Fuhnor,  for  County  of  Riverside. 

F  W.  Slahaugh,  Colonel  Finley  and  M,  C.  Wolff,  for  Orange  County. 

Mr,  Buchanan,  for  City  of  Orange. 

R,  F.  Orhison,  for  City  of  South  Pasadena. 

t/.  K,  Macomber,  for  Tulare  County. 

F*  E,  Fo9ter,  for  Santa  Maria  Oil  Fields,  Incorporated. 

O.  F,  Hyatt,  for  City  of  Coronado. 

M,  E.  Clayton,  for  City  of  Corona. 

L.  R.  Lothrop,  for  San  Bernardino  City. 

J,  M.  Cole  and  J,  W.  Cole,  for  San  Bernardino  County. 

A.  S.  HaUted,  for  Los  Angeles  and  Salt  Lake  Railroad. 

Ro9coe  R.  Hes9,  for  City  of  Pasadena. 

Orant  M.  Lorranie,  for  City  of  Alhambra. 

Alfred  See,  for  City  of  Ontario. 

Mr,  Hinkley,  for  City  of  Redlands. 

Mr.  Bosicell,  for  City  of  Long  Beach. 

LovELAND,  Commissioner, 

OPINION. 

F.  W.  Gomph,  agent,  in  the  name  and  on  behalf  of  all  carriers  parties 
to  the  tariflFs  named  in  Exhibit  2,  attached  to  and  made  a  part  of  the 
application  in  this  proceeding,  petitions  the  Railroad  Commission, 
under  section  63  of  the  Public  Utilities  Act,  for  an  order  granting  per- 
mission to  establish  increased  rates  on  petroleum  road  oil  by  elimi- 
nating tJiat  commodity  from  the  items  and  commodity  description  for 
crude  oil  grouping  in  tariffs  referred  to  in  said  application,  and  to  add 
petroleum  road  oil  to  the  asphaltum  grouping,,  thus  applying  the 
asphaltum  rate  to  petroleum  road  oil. 

Hearings  were  held  in  San  Francisco  and  Los  Angeles,  final  briefs 
were  submitted  on  November  12,  1921,  and  the  matter  is  now  ready  for 
opinion  and  order. 

What  the  applicant  desires  to  do  in  this  proceeding  can  best  be  under- 
stood by  quoting  Exhibit  No.  1,  attached  to  and  made  a  part  of  the 
application,  and  which  sets  forth  the  justification  for  the  increases 
proposed : 

Prior  to  June  25,  1918,  Pacific  Coast  Tarififs  generally  provided  the  same  car- 
load rate  for  petroleum  road  oil  as  was  provided  for  petroleum  crude  oil,  petroleum 
gas  oil  and  petroleum  fuel  oil,  viz :  refinerj'  residuum. 

Effective  June  25,  1918,  rates  on  all  of  the  commodities  before  mentioned  were 
increased  25  per  cent,  but  under  Freight  Rate  Authority  No.  JK>  of  the  Director, 
Division  of  TraflBc,  United  States  Kailroad  Administration,  this  increase  on  petro- 
leum products,  classified  fifth  class  in  Western  classification,  was  modified  to  4^ 
cents  per  100  pounds.  As  road  oil  was  not  classified  fifth  class  in  Western  classifi- 
cation, the  flat  4i-cent  increase  did  not  apply  thereto,  leaving  the  25  per  cent 
increase  applicable.  However,  petroleum  crude  oil,  petroleum  fuel  oil  and  petroleum 
gas  oil  were  classified  fifth  class  and,  as  a  consequence,  instead  of  the  25  per  cent 
increase  the  4i-cent  flat  increase  applied.  This  left  a  discrepancy  in  a  great  many 
instances  between  the  rates  provided  for  petroleum  road  oil  on  the  one  hand  and 
petroleum  crude  oil,  petroleum  gas  oil  and  petroleum  fuel  oil,  viz :  refinery  ^-esiduum, 
on  the  other  hand. 

In  the  case  of  long  hauls,  the  result  was  that  road  oil  was  subjected  generally 
to  higher  rates  than  that  provided  for  the  other  commodities  mentioned,  but  for  short 
hauls  petroleum  road  oil  was  subjected  to  a  lower  rate  than  for  the  other  oils. 

An  exception  to  the  Western  classification  is  carried  in  Pacific  Freight  Tariff 
Bureau  exception  sheet  and  in  some  local  tarififs  on  the  Pacific  Coast,  providing  an 
65—13711 
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estimated  weight  of  71  pounds  per  gallon  to  apply  on  shipments  of  petroleum  crude 
oil,  petroleum  gas  oil,  petroleum  road  oil,  also  petroleum  fuel  oil,  viz :  refinery 
residuum,  when  shipped  in  tank  cars. 

Originally,  on  the  Pacific  Coast,  petroleum  and  petroleum  products  were  divided 
into  two  groups,  one  consisting  of  crude  and  fuel  oil,  and  the  other  group  consisting 
of  petroleum  and  petroleum  products  other  than  crude  and  fuel  oil.  At  that  time 
both  crude  and  fuel  oil  were  used  for  road-making  purposes.  Later  on  the  refiners 
developed  a  product  which  they  called  "road  oil"  and  another  called  "gas  oil." 
These  two  additional  products  were  iHcluded  in  the  crude  and  fuel  group  for  the 
reason  that  both  the  road  and  gas  oil  came  into  commercial  competition  with  crude, 
crude  oil  being  used  extensively  for  road-making  purposes  and  also  for  the  same 
purpose  as  was  gas  oil.  So  that  there  was  a  commercial  lelationship  between  all 
four  commodities  known  as  petroleum  crude  oil,  gas  oil,  fuel  oil  and  road  oiL 
As  a  consequence,  the  four  products  of  petroleum  were  generally  given  the  same 
rating  and  were  moved  at  the  same  estimated  weight,  the  result  being  that  the 
transportation  charges  were  relatively  tlie  same  for  all  four  products  when  shipped 
in  tank  cars. 

Later,  the  refineries  improved,  for  road-making  purposes,  the  product  known  as 
road  oil,  and  as  this  improvement  advanced  from  time  to  time,  crude  oil  was  used  less 
extensively  on  roads.  At  the  present  time  it  is  safe  to  say  that  there  is  no  crude 
oil  or  fuel  oil  used  for  road-making  purposes,  the  only  product  of  petroleum  which 
is  now  used  for  that  purpose  being  petroleum  road  oil  and  petroleum  asphalt. 

Therefore,  the  commercial  relationship  which  formerly  existed  as  between  petro- 
leum road  oil  and  the  other  products  in  the  group  has  now  been  entirely  eliminated, 
and  the  reasons  for  according  to  road  oil  the  same  rate  and  estimated  weight  as 
for  the  other  products  do  not  now  exist. 

Along  with  the  improvement,  for  road^making  purposes,  of  the  product  known 
as  road  oil  in  recent  years,  the  refiners  have  been  marketing  another  product  known 
as  "petroleum  liquid  asphalt,"  which  is  also  shipped  in  tank  cars.  The  liquid  asphalt 
proved  to  be  a  more  superior  article  for  road-making  purposes  than  petroleum  road 
oil,  and  as  a  consequence,  the  quality  of  road  oil  has  been  improved  to  such  an 
extent  that  even  an  expert  can  not  distinguish  the  difference  between  petrolenm 
road  oil  and  petroleum  liquid  asphalt. 

The  market  value  of  the  commodity  ordinarily  shipped  as  petroleum  road  oil  today 
is  practically  the  same  as  that  of  petroleum  liquid  asphaltum.  Because  of  the 
similarity  of  the  two  commodities,  as  to  inherent  nature,  uses  and  market  value, 
exactly  the  same  reasons  for  according  to  these  two  commodities  (road  oil  and 
asphaltum)  the  same  rate  and  estimated  weight  for  transportation  purposes  now 
exist  as  formerly  caused  the  same  rate  and  estimated  weight  to  be  accorded  to 
crude  oil,  fuel  oil,  gas  oil  and  road  oil.  It  follows  that  since  there  is  now  no 
commercial  relationship  between  road  oil  on  the  one  hand  and  petroleum  crude  oil, 
fuel  oil  and  gas  oil  on  the  other  hand,  and  that  since  there  is  a  close  relationship 
as  between  petroleum  road  oil  and  petroleum  liquid  asphaltum,  that  petroleum  road 
oil  should  now  be  eliminated  from  the  group  "crude,  fuel,  gas  and  road  oiP  and 
instead  thereof  given  the  same  weight  and  rate  as  is  provided  for  petroleum  liquid 
asphalt,  when  shipx>ed  in  tank  cars. 

Because  of  their  similarity  as  to  the  inherent  nature,  value,  weight  per  gallon 
and  use  for  which  they  are  manufactured,  the  service  performed  in  transporting  a 
tank  car  of  road  oil  is  exactly  the  same  as  for  transporting  a  tank  car  of  petroleum 
liquid  asphalt,  and  as  a  consequence,  the  freight  charges  should  be  the  same  for 
both  commodities. 

Petroleum  road  oil  is  classified  in  the  eousolidated  classification  as 
Class  D,  either  in  barrels,  with  a  carload  minimum  of  30,000  pounds, 
or  in  tank  cars  subject  to  rule  35,  which  refers  to  gallonage  capacity  of 
the  tanks. 

Petroleum  crude  oil,  gas  oil,  fuel  oil — refinery  residuum — are  classi- 
fied fifth  class  either  in  packages  or  in  tank  cars.  It  will  thus  be  seen 
that  petroleum  road  oil  is  classified  at  a  lower  class  than  the  petroleum 
crude  oil,  gas  oil,  fuel  oil — refinery  residuum — and  it  is  thereby  evi- 
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denced  that  the  classification  committee  considered  road  oil  generally 
entitled  to  a  less  rate  than  the  other  commodities  named  above. 

Prior  to  June  25,  1918,  Pacific  Coast  tariflPs  generally  provided  the 
same  carload  rating  for  petroleum  road  oil  as  was  applied  to  crude  oil, 
gas  oil,  fuel  oil,  viz:  refinery  residuum,  and  it  was  contended  that 
petroleum  road  oil  became  disassociated  with  the  crude  oil  grouping 
through  application  of  freight  rate  authority  No.  96  of  the  Director, 
Division  of  Traffic,  United  States  Railroad  Administration,  and  the 
25  per  cent  increase  by  ex  parte  No.  74.  Applicant  gave  as  a  reason 
for  the  grouping  of  road  oil  with  crude,  gas  and  fuel  oils  that  in  the 
beginning  both  crude  and  fuel  oils  were  used  for  road-making  purposes 
and  that  later  on  refiners  developed  a  product  which  they  called  road 
oil,  and  with  the  improvement  of  that  product  crude  oil  was  used  less 
extensively  on  roads  until  **at  the  present  time  it  is  safe  to  say  that 
there  is  no  crude  or  fuel  oil  used  for  road-making  purposes,  the  only 
product  of  petroleum  now  used  for  that  purpose  being  petroleum  road 
oil  and  petroleum  asphalt.''     (Trans.,  page  5.) 

For  the  reason  stated  above  it  was  contended  that  the  commercial 
relationship  which  formerly  existed  between  petroleum  road  oil  and 
the  other  products  in  the  group  has  been  entirely  eliminated,  while  the 
evidence  shows  that  large  quantities  of  crude  oil  are  used  on  roads  either 
as  crude  oil  comes  directly  from  the  earth  in  its  natural  state  or  after  a 
simple  dehydrating  or  topping  process  has  been  undergone  and  the 
residue  may  be  a  good  fuel  oil  as  well  as  a  road  oil.  .Therefore,  it 
would  seem  there  is  still  a  very  close  relationship  between  all  four 
commodities  known  as  petroleum  crude  oil,  fuel  oil,  refineiy  residuum 
and  road  oil. 

It  was  further  evidenced  that  at  one  time  it  was  the  impression  that 
anything  that  was  petroleum  was  equally  good  for  road  purposes.  The 
applicant  sets  forth  in  his  application  that  refiners  have  improved  for 
road-making  purposes  the  product  known  as  road  oil,  but  in  answer 
to  the  question  of  whether  or  not  the  commodity  now  generally  used 
as  road  oil  is  a  higher  class  product  than  was  previously  used  an 
expert  chemical  engineer  stated : 

A.  It  18  a  selected  class,  yes;  it  is  a  higher  class  for  that  purpose. 

Q.  More  expensive? 

A.  Well,  not  necessarily,  more  expensive,  only  it  is  selected. 

Thus  it  will  be  seen  that  instead  of  using  all  kinds  of  petroleum  oil 
as  road  oil,  as  previously  done,  at  the  present  time  only  selected  oils 
are  used  for  road-making  purposes,  some  of  which  are  purely  natural 
products,  while  others  are  processed  either  for  the  purpose  of  producing 
a  road  oil,  or  are  the  residue  from  refineries,  and  such  road  oil  is  not 
necessarily  more  expensive. 

The  application  further  sets  forth  that  along  with  the  improvement 
of  road  oil,  refiners  have  been  marketing  another  product  known  as 
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petroleum  liquid  asphalt  and  that  not  even  an  expert  can  distinguish 
the  difference  between  petroleum  road  oil  and  petroleum  liquid  asphalt. 
One  of  the  applicant's  witnesses  (Trans.,  page  18)   answered: 

♦  ♦  ♦  your  liquid  asphaltum  or  your  road  oil  solidifies  at  air  tempei-atures.  It 
is  got  to  be  put  in  the  car  hot,  you  can  not  get  it  in  in  any  other  way ;  it  has  to 
be  applied  to  the  roads  hot,  too. 

Q.  Do  3'ou  know  anything  about  the  comparative  value  of  liquid  asphalt  with 
solid  asphalt? 

A.  Liquid  asphalt  and  solid  asphalt,  petroleum  asphalt,  I  suppose  that  is  what 
you  have  reference  to,  is  one  and  the  same  things  there  isn't  any  such  thing — there 
isn't  any  difiference  between  the  liquid  asphalt  and  the  solid  asphalt.  The  liquid 
asphalt  is  merely  the  solid  asphalt  hot.  Sometimes  they  ship  it  in  cars,  tank  cars, 
and  sometimes  they  ship  the  same  thing  in  barrels. 

Q.  It  is  your  information  that  this  product  that  is  described  as  road  oil  solidifies 
when  it  cools  off? 

A.  Yes,  sir. 

The  Witness :  Now  understand  me,  in  saying  that,  I  do  not  mean  what  I 
described  a  while  ago  as  road  oil  or  as  the  oil  they  use  on  dirt  roads.  That  stuff 
is  not  liquid  asphalt,  it  is  not — it  is,  properly  it  is  either  crude  oil  or  else  it  is  a 
refinery  residuum  and  not  refined  down  to  create  the  same  percentage  of  asphalt. 
It  is  just  as  easily  describable  as  fuel  oil.  It  is  the  same  thing  that  is  burned 
sometimes  as  fuel  oil ;  that  stuff  does  not  solidify. 

The  application  also  sets  forth  **that  even  an  expert  can  not  dis- 
tinguish the  difference  between  petroleum  road  oil  and  petroleum 
liquid  asphalt.'* 

The  evidence  quoted  above,  offered  by  the  witness  for  applicant,  indi- 
cates that  petroleum  liquid  asphalt  and  petroleum  asphalt  are  one  and 
the  same  commodity  and  solidify  at  air  temperature.  The  protestants, 
through  an  expert  chemical  engineer,  defining  road  oil,  stated  it  is 

A  product  of  petroleum,  either  naturally  or  artificially  prepared,  and  it  will 
vary  all  the  way  from  crude,  depending  on  the  use  for  which  it  is  intended,  up 
to  a  rather  heavy  product.  If  it  has,  say  70  per  cent,  of  asphalt  in  -it,  it  will 
be  very  liquid,  practically  the  same  as  a  great  many  crude  oils.  In  fact,  crude  oil 
may  be  a  road  oil  and  a  good  one  and  much  better  than  artificially  prepared  road 
oil,  but  if  you  want  to  use  it  for  a  little  heavier  work  you  require  somewhat  heavier 
road  oil,  and  for  still  heavier  work  you  require  it  still  somewhat  heavier. 

The  same  witness  defined  asphalt  as  follows : 

Asphalt  is  a  nonoxidizcd  bituminous  hydro-carbon,  which  may  be  solid  or  semi- 
solid, and  it  may  be  either  artificial  or  natural  and  its  use,  its  consistency,  depends  on 
the  use  to  which  it  is  to  be  put.  For  paving  purposes  we  usually  have  an  asphalt 
of  40  or  tK)  penetration ;  it  depends  on  the  penetration,  you  see ;  then  other  require- 
ments are  that  it  must  be  soluble  in  the  various  solvents  used,  such  as  carbon, 
bisulphite  and  petroleum  naphtha,  to  separate  the  petroleum  and  asphaltene;  it 
must  have  limits  of  fixed  carbon  and  it  must  be  ductile,  must  be  adhesive  and 
must  be  a  petroleum  product  or  natural  asphalt. 

An  oil  producer,  operating  in  Cat  Canyon  oil  fields  near  Santa 
Maria,  testified  that  they  ship  approximately  10,000  barrels  of  road  oil 
per  month,  a  great  part  of  w^hich  is  absolutely  the  natural  product, 
containing  68  to  75  per  cent  asphalt  as  it  comes  from  the  earth  and 
when  a  road  oil  of  greater  asphalt  content  is  ordered  they  use  the 
Trumble  process  in  dehydrating  and  topping  to  bring  the  oil  up  to 
specifications. 
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Witness  for  Tulare  County  testified  they  used,  last  year,  approxi- 
mately 20,000  barrels  of  road  oil  and  the  year  before  approximately 
40,000  barrels  of  road  oil,  nearly  all  of  which  was  the  light  type. 

Witness  from  Orange  County  testified  they  used  over  16,000  barrels 
of  road  oil  last  year.  Riverside  County  2500  barrels,  and  the  city  of 
Riverside  5700  barrels,  all  of  which  was  of  the  light  quality  and  of 
comparatively  small  asphalt  content. 

It  will  thus  be  seen  from  the  definition  of  road  oil  that  there  is  actu- 
ally a  commodity  commercially  known  as  road  oil  and  that  that  same 
road  oil  moves  in  larger  quantities.  Prom  the  same  source  we  conclude 
that  asphalt  is  solid  or  semi-solid  and  witnesses  corroborated  the  state- 
ment that  asphalt  can  be  liquid  only  when  it  is  hot.  It  is  therefore 
evidenced  that  the  commodity  known  as  road  oil  and  used  most  exten- 
sively in  certain  territories  is  an  entirely  different  pi-oduct  from 
petroleum  liquid  asphalt,  which  is  only  a  trade  name  for  solid  asphalt 
when  it  is  hot,  as  it  has  been  definitely  shown  that  road  oil  is  fluid 
when  it  is  cold  and  petroleum  liquid  asphalt  is  solid  or  semi-solid  when 
it  is  cold. 

On  the  other  hand,  there  was  no  showing  as  to  the  volume  of  the 
movement,  if  there  was  any  movement,  of  petroleum  liquid  asphalt. 
Furthermore,  if  liquid  asphalt  is  asphalt  only  when  it  is  hot,  it  is 
inconsistent  to  use  such  a  designation  in  transportation. 

Oil  containing  80  per  cent  asphalt  is  fluid  and  a  light  road  oil,  and 
that  same  oil  can  easily  be  used  for  fuel  oil,  but  the  expert  witness 
further  stated  that  all  fuel  oils  can  not  be  adapted  for  road  oil  and 
that  he  would  not  term  a  substance  asphalt,  but  would  designate  it 
road  oil  until  it  contained  at  least  99  per  cent  asphalt  of  a  penetration 
of  from  40  to  60.  The  expert  witness  agreed  (Trans.,  page  78)  that 
all  road  oil  he  knew  about  would  be  either  crude  or  fuel  oil  or  refinery 
residuum. 

Corroborating  the  oil  producer  from  Cat  Canyon,  a  witness  for  pro- 
testants,  who  was  also  an  oil  producer  and  refiner,  testified  that  he 
shipped  last  year,  to  one  customer,  nearly  100,000  barrels  of  road  oil, 
using  the  produce  as  it  came  from  the  earth  without  any  process  or 
manufacture. 

Further  testimony  (Transcript,  page  109)  : 

Q.  Can  you  state  whether  or  not  crude  oil  has  a  higher  or  lesser  value  than 
road  oil? 

A.  Well,  crude  oil,  some  crude  oil,  is  much  more  valuable  than  a  road  oil,  and 
then  there  is  some  crude  oil  which  is  much  less  valuable  than  road  oU. 

Here  we  have  evidence  that  road  oil  may  be  more  or  less  valuable 
than  crude  oil  and  still  be  a  road  oil. 

It  was  further  evidenced  there  is  no  difference  in  the  rate  of  crude 
oils  based  upon  their  value.  It  was  further  testified  that  crude  oil, 
such  as  is  used  as  road  oil,  could  not  be  distinguished  from  road  oil, 
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which  is  a  by-product  of  the  refinery,  or  refinery  residuum,  without 
technical  analytical  test. 

Upon  the  fact  that  the  evidence  showed  conclusively  that  the  four 
products  referred  to  cannot  be  distinguished  one  from  the  other  except 
by  analytical  test,  it  therefore  does  not  appear  to  be  practicable  to  give 
them  separate  ratings.     I  recommend  that  this  application  be  denied. 

ORDER. 

It  is  hereby  ordered,  that  the  application  in  this  proceeding  should 
be  and  the  same  is  hereby  denied. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twentieth  day  of  December, 
1921. 


Decision  No.  9887. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  WINDSOR  WATER 
WORKS  FOR  AN  ORDER  AUTHORIZING  A  DISCONTINUANCE  OF 
SERVICE. 


Application  No.  7078. 
Decided  December  20,  1921. 


Water  Utility — Service,  to  Discontinue. — There  being  no  other  water  system 

serving   the  community   in   question,   it  is  held   that  it  manifestly   would  be 

unfair  to  permit  applicant  to  discontinue  service. 
Conservation  of  Supply — Meters — Enforcing  Rules. — The  decision  points  out 

that   the    water  supply   could   be   conserved   and   pumping  costs   reduced   by 

installing  meters  and  enforcing  reasonable  service  rules. 
Fair  Return. — Where  a  fair  return  is  not  being  earned,  the  remedy  is  to  apply 

for  increased  rates,  rather  than  to  seek  to  abandon  service. 

L.  E,  Fulwider,  for  Applicant. 

By  the  Commission. 

OPINION. 

The  application  in  the  above  entitled  matter  alleges  that  the  annual 
gross  income  received  from  the  operation  of  the  water  system  does  not 
exceed  the  sum  of  three  hundred  dollars,  which  amount  is  inadequate  to 
properly  renumerate  applicant  for  the  service  rendered  end  that  the 
number  of  consumers  served  is  decreasing.  The  Commission  is  there- 
fore asked  to  authorize  applicant  to  discontinue  water  service. 

A  public  hearing  was  held  at  Windsor,  before  Examiner  Satter- 
white,  at  which  all  interested  parties  were  given  an  opportunity  to 
be  present  and  be  heard. 

The  Windsor  Water  Works  is  owned  and  operated  by  J.  F.  Philpott 
and  supplies  water  to  consumers  in  the  town  of  Windsor,  Sonoma 
County.    The  water  is  obtained  from  a  well  from  which  it  is  pumped 
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into  an  eight  thousand  gallon  storage  tank  and  distributed  by  gravity- 
through  approximately  thirty-six  hundred  feet  of  wrought  iron  pipe 
ranging  from  two  and  one-half  to  three-quarters  of  an  inch  in  diameter. 
The  number  of  consumers  on  January  1,  1920,  was  15,  and  on  August 
1,  1921,  22  were  being  served. 

This  system  was  originally  installed  by  J.  S.  Philpott,  a  brother  pf 
the  applicant,  in  1887,  and  was  enlarged  and  extended  in  1900.  In 
1908  it  was  sold  to  applicant  for  $650. 

There  is  no  other  water  system  serving  this  community  and  those  who 
do  not  take  water  from  applicant  obtain  their  supply  from  wells  on 
their  own  premises.  The  evidence  shows  that  the  capacity  of  the 
well  is  not  greatly  in  excess  of  ten  thousand  gallons  per  day,  which 
necessarily  limits  the  number  of  consumers  who  <;an  be  adequately 
served  unless  an  additional  source  of  supply  is  developed. 

It  would  be  manifestly  unfair  to  permit  the  applicant  to  discontinue 
water  service  to  the  present  consumers,  leaving  them  with  no  means 
of  obtaining  water  other  than  by  drilling  or  digging  their  own  wells. 

The  evidence  shows  that  the  water  supply  could  be  conserved  and 
pumping  costs  correspondingly  reduced  by  the  installation  of  meters 
and  by  the  proper  enforcement  of  reasonable  rules  limiting  and 
regulating  the  hours  for  lawn  and  garden  irrigation.  It  was  further 
shown  that  the  system  is  not  at  present  earning  a  fair  return.  It 
therefore  appears  that  the  proper  remedy  lies'  in  an  application  for 
authority  to  increase  rates,  rather  than  for  an  abandonment  of  service. 

ORDER. 

Windsor  Water  Works  having  made  application  for  authority  to 
discontinue  public  utility  water  service,  a  public  hearing  having  been 
held  thereon  and  the  matter  having  been  submitted: 

It  is  hereby  found  as  a  fact  that  public  convenience  and  necessity 
require  the  continuance  of  the  operation  of  this  water  system,  and 
basing  the  order  on  the  foregoing  finding  of  fact  and  on  the  statements 
of  fact  contained  in  the  opinion  which  precedes  this  order ; 

It  is  hereby  ordered,  that  the  application  be  and  it  is  hereby  denied. 

Dated  at  San  Francisco,  California,  this  twentieth  day  of  December, 
1921. 
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Decision  No.  9890. 

JACK  KINCAID  ET  AU 

VS, 

REEDLEY  TELEPHONE  COMPANY. 


Case  No.  1599.       , 
Decided  December  20,  1921. 


C.  W.  Tackaherry,  for  Complainants. 
.4.  Tcrkclj  for  Defendant. 

By  the  Commission. 

OPINION. 

This  complaint  was  filed  against  the  Reedley  Telephone  Company 
by  sixteen  farmers  who  receive  telephone  service  from  the  Reedley 
exchange  over  a  through  line  owned  and  operated  by  the  defendant, 
which  is  known  as  the  Squaw  Valley-Dunlap  Line  and  over  privately 
owned  side  lines  running  from  the  through  line  to  the  subscribers' 
premises. 

The  complaint  alleges  in  effect  that  the  defendant  is  not  maintaining 
the  above  mentioned  line  in  such  condition  that  good  telephone  service 
can  be  rendered  over  same ;  that  defendant  has  repaired  the  side  lines 
at  various  times  when  they  did  not  need  repairs  and  rendered  a  bill 
to  the  subscribers  for^the  woi^  performed  and  that  defendant  has  in 
some  instances  discontinued  service  to  subscribers  for  non-payment  of 
these  repair  bills. 

The  Commission  is  asked  to  make  its  order  to  the  Reedley  Tel^hone 
Company  in  the  following  matters: 

1.  Requiring  it  to  repair  the  Squaw  Valley-Dunlap  Line  so  that 
good  service  may  be  rendered  over  same. 

2.  Requiring  it  to  purchase  all  side  lines  at  a  reasonable  amount,  or 

3.  Enjoining  it  from  interfering  with  the  side  lines  and,  in  this 
connection, 

4.  Require  complainants  to  keep  their  side  lines  in  good  condition 
and  repair. 

A  public  hearing  was  held  by  Examiner  Satterwhite  in  Reedley  on 
September  28,  1921,  and  the  engineering  department  of  the  Commission 
made  a  report  on  the  situation  which  was  submitted  at  the  hearing. 

Testimony  brought  out  the  fact  that  the  defendant  had  repaired  the 
through  line  about  the  time  the  complaint  was  filed.  The  problem, 
therefore,  resolved  itself  into  the  solution  of  the  future  maintenance 
and  upkeep  of  the  through  and  side  lines. 

The  report  of  our  engineers  suggested  several  possible  ways  to  rectify 
the  present  conditions.  The  defendant  prefers  to  dispose  of  its  entire 
equity  in  this  line  and  have  complainants  fully  responsible  for  the 
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service.  The  complainants  filed  a  resolution,  passed  September  28, 1921, 
adopting  proposal  No.  2  contained  in  the  engineer's  report  which  reads 
as  follows: 

The  (ownership  of  the)  lines  may  be  permitted  to  remain  as  at  present  with 
the  Reedley  Company  fully  responsible  for  the  maintenance  and  operation  of  both 
the  main  and  side  lines.  The  subscribers  would  be  required  then  to  pay  a  monthly 
rate  sufficiently  high  to  defray  this  exjyense. 

Inasmuch  as  the  through  line  connects  with  the  station  called  Dunlap 
and  is  the  only  means  of  securing  toll  communication  with  outside 
towns  from  the  General  Grant  National  Park  and  the  Sequoia  National 
Park,  we  feel  that  the  company  should  be  responsible  for  the  con- 
tinuance of  this  service. 

We  are  convinced  that  the  most  feasible  plan  Ls  that  adopted  by 
complainants  and  we  have  reached  the  conclusion  that  the  rates  for 
service  on  this  line  should  be  raised  from  $2  per  month  per  station 
to  $4  for  residence  service  and  from  $2.25  per  month  per  station  to 
$4.25  for  business  service. 

These  rates  shall  remain  in  effect  for  one  year,  during  which  time 
defendant  shall  keep  a  record  of  the  actual  cost  of  maintaining  the 
side  lines  and  the  main  line.  At  the  end  of  this  period  the  reasonable- 
ness of  the  proposed  rates  may  be  determined  and  such  changes  made 
in  them  as  are  found  advisable. 

It  will  be  necessary  for  both  the  complainants  and  the  defendant 
to  reconstruct  their  respective  lines  to  the  extent  required  to  meet  the 
standards  of  constniction  approved  by  this  Commission  for  territory 
of  this  character.    These  standards  will  be  furnished  by  the  Commission. 

ORDER. 

Jack  Kincaid  et  al.,  having  made  complaint  in  the  above  entitled 
proceeding,  a  public  hearing  having  been  held  thereon,  and  the  Com- 
mission being  fully  informed  in  the  matter; 

It  is  hereby  ordered^  that  defendant  shall  reconstruct  the  so-called 
Squaw  Valley -Dunlap  Line  to  the  extent  necessary  to  comply  with  the 
standards  of  construction  which  the  Commission  will  require  for  this 
line.  This  work  shall  be  completed  within  ninety  (90)  days  from  the 
date  of  this  order  unless  good  cause  is  shown  for  an  extension  of  time. 

It  is  hereby  further  ordered,  that  ninety  (90)  days  from  the  date 
of  this  order  defendant  may  discontinue  service  to  each  complainant 
or  other  subscriber  on  this  line  who  owns  a  side  line  unless  side  line 
has  been  reconstructed  to  the  extent  necessary  to  comply  with  the 
standards  of  construction  which  the  Commission  will  require  for  these 
side  lines,  providing  the  main  line  reconstruction  has  been  completed 
within  this  time  and  unless  good  cause  is  shown  by  the  subscribers 
for  an  extension  of  time. 
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It  is  hereby  further  ordered,  that  defendant  is  hereby  authorized 
to  file  with  this  Commission  within  thirty  (30)  days  from  the  date  of 
this  order  a  schedule  of  rates  for  service  on  this  line  as  follows: 

Business,  wall,  per  month $4  25 

Residence,  wall,  pet  month , 4  00 

Desk  telephones,  per  month  additional 25 

Upon  approval  these  rates  miay  be  made  effective  after  completion 
of  the  work  hereinbefore  specified,  subject  to  such  modification,  if  any, 
as  the  Commission  may  hereafter  find  to  be  reasonable. 

It  is  hereby  furt/i£r  ordered,  that  after  completion  of  the  recon- 
struction required  by  this  order,  defendant  shall  maintain  both  the 
main  and  the  side  lines  and  the  station  apparatus  connected  thereto, 
in  such  condition  that  good  and  eflfioient  telephone  service  can  be  given 
over  them.  The  monthly  rental  for  service  shall  constitute  the  com- 
pensation for  this  work. 

It  is  hereby  further  ordered,  that  defendant  shall  keep  a  record  of 
the  actual  cost  of  maintaining  the  side  lines  and  a  record  of  the 
actual  cost  of  maintaining  the  main  line  for  a  period  of  one  year 
from  the  date  of  making  the  proposed  rates  effective.  These  records 
shall  be  in  suflBcient  detail  to  permit  a  complete  check  to  be  made  of 
them. 

Dated  lat  San  Francisco,  California,  this  twentieth  day  of  December, 
1921. 


Decision  No.   9891. 

IN  THE  MATTER  OF  THE  COMMISSION'S  INVESTIGATION  ON  ITS 
OWN  MOTION,  INTO  THE  RATES,  RULES,  REGULATIONS  AND 
PRACTICES  OF  LAKE  HEMET  WATER  COMPANY  WITH  RELA- 
TION TO  THE  OPERATION  OF  ITS  PUBLIC  UTILITY  WATER 
SYSTEM,  THE  SERVICE  RENDERED  BY  SAID  COMPANY,  THE 
SUPPLY  OF  WATER  AVAILABLE  AND  THE  TERRITORY  SERVED 
OR  TO  BE  SERVED. 


Case  No.   1576. 
Decided  December  20,  1921. 


Water  Utility — Irrigation  Water — Delivery  of. — The  company  is  ordered  to 
deliver  water  for  Irrigation  on  a  monthly  basis,  making  a  proper  adjustment 
on  the  bills  if  unable  to  furnish  the  full  amount  at  scheduled  time. 

Public  Utility  Water — Refusal  to  Delh'er. — It  is  held  that  service  of  public 
utility  water  can  not  be  made  conditional  upon  the  surrender  by  consumer 
to  the  utility  of  private  water  rights. 

Henry  Ooodcell  and  W.  G.  Irving^  for  the  Consumers. 

Oliver  P.  Ensley,  for  the  City  of  Ilemet  and  William  F.  and  Kate  Riesland. 
Hunsaker,  Britt  and  Cosgrove^  by  T,  B.  Cosgrove  and  John  M,  Clayton,  for  Lake 
Hemet  Water  Company. 

By  the  Commission. 
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OPINION. 

This  is  a  matter  involving  numerous  informal  complaints  which 
have  been  filed  with  the  Commission  in  regard  to  rates,  rules,  regu- 
lations, practices  and  service  of  the  Lake  Hemet  Water  Company, 
which  company  distributes  water  for  irrigation  purposes  in  the  vicinity 
of  Hemet,  Riverside  County. 

It  appearing  to  the  Commission  that  the  relief  sought  by  complainants 
could  not  be  obtained  through  informal  proceedings,  a  formal  investi- 
gation wias  instituted  as  above  indicated,  and  a  public  hearing  was 
held  before  Examiner  Satterwhite  at  Hemet. 

Briefs  have  been  filed  and  the  matter  is  now  ready  for  decision. 

For  a  detailed  description  of  the  Lake  Hemet  Water  Company's 
plant,  its  history  and  other  data  relating  to  its  operation,  reference 
is  here  made  to  Decision  No.  3804,  dated  October  21,  1916,  in  Appli- 
cation No.  1842,  entitled.  In  the  matter  of  the  application  of  Lake 
Hemet  Water  Company  for  an  order  establishing  the  rates  to  he  cliarged 
and  collected  by  it  for  water  sold  in  the  county  of  Riverside,  State 
of  Calif orma,  page  617,  Vol.  11  of  Opinions  and  Orders  of  the  Rail- 
road Commisaion  of  California;  also  to  Decision  No.  7441,  dated  April 
19,  1920,  in  Application  No.  4306,  entitled.  In  the  matter  of  the 
application  of  Lake  Hemst  Water  Company,  a  corporation,  for  an 
order  increasing  rates  to  he  charged  and  collected  by  it,  and  for  service 
rendered  and  to  be  rendered  by  it  in  furnishing  water,  m  the  county  of 
Riverside,  State  of  CaUfomia,  page  88,  Vol.  18  of  Opinions  and  Orders 
of  the  Railroad  Commission  of  California. 

In  the  latter  decision  (No.  7441)  the  Commission  fixed  the  follow- 
ing irrigation  rates: 

Minimum  annually  for  1/50  second-foot   (miner's  inch)   or  part  thereof  in 

the  same  proportion ^ $48  00 

For  each  1/50  second-foot  per  day  (miner's  inch  day)  or  1728  cubic  feet 40 

On  February  8,  1921,  the  Lake  Hemet  Water  Company  filed  with 
the  Commission  a  revision  of  its  Rule  No.  16,  which  bases  the  minimum 
payment  on  the  actual  acreage  to  be  irrigated,  at  the  rate  of  one-eighth 
miner's  inch  per  acre,  cumulated  for  thirty-day  periods.  The  evi- 
dence shows  that  since  then  the  company  has  required  the  consumers 
to  pay  an  annual  minimum  computed  upon  this  basis.  This  practice 
works  a  hardship  on  any  consumer  who  does  not  desire  to  use,  or  can  not 
use,  the  amount  of  water  represented  by  one-eighth  miner's  inch  per 
acre  continuous  flow.  It  frequently  requires  the  consumer  to  pay  for 
something  he  can  not  use,  and  is  obviously  unfair.  Further  than  this, 
it  requires  the  company  to  hold  in  reserve  enough  water  to  supply 
these  consumers,  and  results,  at  least  at  times,  in  certain  other  consumers 
being  denied  water  which  they  can  use  to  advantage  and  which  is  not 
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available  because  other  persons  have  been  required  to  order  more  water 
than  they  desire  to  use.  It  appears  that  this  rule  should  be  revised 
so  that  the  consumers  can  order  wiater  at  the  rate  of  one-sixteenth 
miner's  inch  per  acre. 

The  evidence  shows  that  the  company  has  held  that  it  had  the  entire 
calendar  year  in  which  to  deliver  the  amount  of  water  ordered  by  the 
consumers.  In  certain  instances  it  has  hiappened  that  the  company 
has  been  unable  to  deliver  the  water  during  the  irrigation  season  and 
then  later  in  the  season,  when  the  flow  in  the  streams  had  increased, 
was  able  to  deliver  all  the  water  the  consumers  desired.  Naturally  at 
the  end  of  the  season  the  water  is  not  of  much  value  to  the  consumers 
as  the  crops  are  matured  and  any  damage  resulting  from  earlier  lack  of 
water  is  irreparable. 

It  appears  that  the  amount  of  water  ordered  by  any  consumer  should 
be  delivered  monthly,  and  if  the  company  is  unable  to  furnish  it  at  the 
scheduled  time  it  should  make  a  proper  adjustment  in  the  bill.  If  the 
consumer  does  not  desire  the  water  at  the  scheduled  time,  it  is  then  his 
loss  and  the  company  should  not  be  held  responsible. 

Charlotte  Allen,  V.  T.  Allen,  Astrid  Calvert  and  W.  A.  Calvert 
complained  that  the  Lake  Hemet  Wlater  Company  had  refused  to 
deliver  public  utility  water  to  them  for  the  reason  that  they  took 
what  is  known  as  **Fairview  Appurtenant  Water."  This  is  water 
obtained  through  the  ownership  of  stock  in  the  now  defunct  Florida 
Water  Company. 

The  testimony  of  Mr.  C.  Knight,  secretary  and  treasurer  of  the  I^ke 
Hemet  Water  Company,  was  to  the  effect  that  it  is  the  custom  of  the 
company  to  refuse  to  sell  public  utility  water  to  those  in  the  Fairview 
Tract  who  have  first  exercised  their  contract  rights  to  **  Fairview  Appur- 
tenant Water. ' '  The  company  did  not  take  the  stand  that  these  con- 
sumers were  not  within  its  service  area  nor  did  it  claim  that  it  did  not 
have  a  suflBcient  supply. 

It  appears  that  the  company  accepted  payment  for  public  utility 
water  and  then,  upon  the  consumer  using  his  portion  of  the  *  *  Fairview 
Appurtenant  Water,"  it  returned  the  money  deposited  and  refused  to 
deliver  any  public  utility  water.  It  is  also  apparent  that  this  procedure 
was  carried  out  in  order  to  force  water  users  to  surrender  their  ccm- 
tracts  and  become  public  utility  consumers. 

It  is  obvious  that  the  service  of  public  utility  water  can  not  be  made 
conditional  upon  the  transfer  by  a  consumer  of  his  private  water  rights 
to  the  utility,  and  this  practice  should  be  discontinued. 

After  a  careful  consideraticm  of  all  the  evidence  it  is  plain  that  in 
fairness  to  the  consumers  the  company  should  make  certain  changes 
in  its  rules  and  regulations. 
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ORDER. 

The  Railroad  Commission  having  ibstituted  an  investigation  as 
entitled  above,  a  public  hearing  having  been  held,  and  the  matter 
having  been  submitted : 

It  is  hereby  found  as  a  fact  that  certain  of  the  rules,  regulations 
and  practices  of  Lake  Hemet  Water  Company  result  in  injustices  to 
its  consumers. 

And  basing  the  order  upon  the  foregoing  finding  of  fact  and  upon 
the  statements  of  fact  contained  in  the  preceding  opinion; 

It  is  hereby  ordered,  that  the  Lake  Hemet  Water  Company  be  and  it  is 
hereby  directed  to  deliver,  subject  to  reasonable  and  non-discriminatory 
rules  and  regulations,  public  uitility  water  to  Charlotte  Allen,  V.  T. 
Allen,  Astrid  Calvert  and  W.  A.  Calvert  for  use  on  their  lands  within 
the  Fairview  Tract,  regardless  of  whether  or  not  they  have  exercised 
their  contract  rights  to  ** Fairview  Appurtenant  Water.*' 

It  is  hereby  further  ordered,  that  Lake  Hemet  Water  Company  file 
with  this  Commission  within  thirty  (30)  days  of  the  date  of  this  order, 
an  amendment  to  its  Rule  No.  16,  How  on  file  with  this  Commission,  the 
amended  rule  to  read  as  follows: 

Rule  16, 

Xo  delivery  of  water,  including  temporary  water,  will  be  made  in  any  year 
until  the  minimum  rates  provided  in  these  rules  have  been  paid.  The  minimum 
payment  will  be  based  upon  the  actual  acreage  to  be  irrigated,  at  the  rate  of  one- 
sixteenth  miner's  inch  per  acre,  cumulated  for  thirty-day  periods.  The  amount  of 
minimum  establishes  the  allowable  *'head''  cumulated  in  thirty  days.  The  amount 
of  minimum  payment  shall  be  determined  by  application  to  be  made  each  year. 
If  any  person  shall  apply  for  a  quantity  of  water  and  pay  therefor  the  minimum 
upon  a  basis  of  a  less  acreage  than  an  entire  tract,  and  shall  actually  apply  the 
water  to  more  land  than  covered  in  the  application,  an  addition!  minimum  pay- 
ment shall  become  immediately  due  and  payable  to  the  company  covering  such 
increased  use  of  water,  in  addition   to  any  other  penalty  provided  in  these  rules. 

The  minimum  payment,  as  in  these  rules  provided,  establishes  the  applicants' 
maximum  deliverable  quantity  of  water  during  each  irrigation  season.  Water  deliv- 
ered between  January  1  and  March  15,  and  between  October  11  and  December  31 
of  each  year  shall  be  ordered  by  the  **run"  and  paid  for  at  the  rate  of  40  cents 
per  miner's  inch  day,  and  such  payments  shall  not  apply  on  the  minimnm  payment. 

Temporary  service  of  water  may  be  applied  for  by  consumers  subject  to  the 
aggregate  requirements  of  the  company,  as  established  under  these  rules,  and  if 
water  be  then  available,  service  shall  be  made  at  the  same  rate  as  herein  provided, 
but  such  service  shall  be  regarded  as  temporary  and  not  determinative  of  any  con- 
tinuing right. 

As  long  as  available  in  each  season,  temporary  water  will  be  delivered  to  those 
applying  in  the  order  of  application  and  payment  of  the  minimum,  and  in  case 
of  shortage  apportioned  equitably,  subject  to  rulings  of  the  Commission. 

Non-use  of  amount  scheduled  for  delivery  in  one  thirty-day  period  and  covered  by 
minimum  payment,  will  not  entitle  consumer  to  an  increased  head  in  succeeding 
months. 

In  case  the  company  is  unable  to  deliver  the  water  as  scheduled,  a  proper  adjust- 
ment shall  be  made  in  the  consumer's  bill. 

Dated  at  San  Francisco,  California,  this  twentieth  day  of  December, 
1921. 
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Decision  No.  9892. 

IN  TIIB  MATTER  OF  THE  APPLICATION  OF  WESTERN  MOTOR  TRANS- 
PORT COMPANY  FOR  CERTIFICATE  OF  PUBLIC  CONVENIENCE 
AND  NECESSITY  TO  OPERATE  AUTO  STAGE  LINE  FOR  TRANS- 
PORTATION OF  PASSENGERS  BETWEEN  RODEO-LI  VERMORE, 
AND  INTERMEDIATE  POINTS. 

Application  No.  5274. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  WALTER  WIIXIAMS, 
ALBERT  PIETRONAVE  AND  PERCY  L.  BLISS,  DOING  BUSINESS 
UNDER  THE  FICTITIOUS  NAME  AND  STYLE  OF  BAY  SHORE 
STAGE  COMPANY,  FOR  A  CERTIFICATE  OF  PUBLIC  CON\^N- 
lENCE  AND  NECESSITY  TO  OPERATE  AUTO  STAGE  LINE  FOR 
TRANSPORTATION  OF  PASSENGERS  BETWEEN  OAKLAND  AND 
MARTINEZ. 


Application  No.  5361. 
Decided  December  20,  1921. 


Certificate  ob"  Public  Convenience  and  Necessity — ^Franchise. — A  certificate 
of  public  convenience  and  necessity  is  held  to  be  distinctly  different  from  the 
grant  of  a  franchise  to  use  and  occupy  streets.  The  former  is  strictly  a  regu- 
latory measure,  while  the  latter  is  a  grant  of  a  limited  property  right  for  the 
use  of  public  streets,  and  may  have  nothing  to  do  with  regulation  of  the  utility 
'  to  which  such  grant  is  made. 

Certificate  of  Public  Convenience  and  Necessity — Considerations — Com- 
petition.— Many  considerations  enter  into  a  determination  of  whether  or  not 
such  certificate  should  be  granted.  Important  among  these  is  the  extent  to 
which  the  communities  proposed  to  be  served  are  already  provided  with  means 
of  transportation  by  other  public  utilities.  Under  regulation,  the  i>ower  to 
protect  from  unnecessary  competition  a  public  utility  which  is  doing  its  full 
duty  to  the  public,  is  correlative  to  the  power  to  require  reasonable  rates  and 
adequate  service. 

Operating  Routes — Intermediate  and  Ultimate  Termini. — The  finding  by  the 
Commission  that  public  convenience  and  necessity  require  operations  between 
the  various  termini  of  the  component  parts  of  a  through  route,  is  declared  not 
the  same  thing  as  finding  that  public  convenience  and  necessity  require  the 
operation  between  the  ultimate  termini  of  the  through  route  itself. 

Operative  Rights — Combining  for  Through  Service. — It  is  held  that  operative 
rights  under  certificates  separately  granted  can  not  be  lawfully  combined  for 
the  establishment  of  a  through  service  without  first  obtaining  from  the  Com- 
mission a  certificate  of  public  convenience  and  necessity  authorising  the 
through  service. 

Sanborn  and  Roehl^  by  If.  H.  Sanhor/if  and  DeLancy  C.  Smithy  for  Western  Motor 

Transport  Company. 
Jesse  H,  Steinhart,  for  San  Francisco-Sacramento  Railroad.        • 
Arthur  L.  Levinsky^  for  Central  California  Traction  Company. 
John  T.  York,  for  San  Francisco,  Napa  and  Calistoga  Railway  Company. 
Clarence  M.  Oddie,  for  American  Short  Line  Railway  Association. 
Harry  A.  Encell  and  H,  W.  Kidd,  for  Motor  Transit  Company. 
Frank  Karr,  for  Pacific  Electric  Railway  Company. 

D,  J.  Hall,  for  City  of  Richmond. 

E.  J,  Sinclair,  for  Ward's  Auto  Bus  Line. 

Morrison,  Dunne  and  Broheck,  by  Herhert  W.  Clark,  for  San  Francisco-Oakland 

Terminal   Railways. 
Warren  E.  Lihby,  for  Pickwick  Stages  and  White  Star  Auto  Stages. 
Rollin  L.  McNitt,  for  Hamilton  and  Wilson,  Lusby  Lines. 
E.  E,  Rodabaugh,  for  Boulevard  Express. 
J,  E,  McCurdy  and  Charles  F,  Wren,  for  Pickwick  Stages,  Northern  Divisiim. 
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N,  C,  Fohom  and  F.  D.  Howell,  for  Motor  Transit  Company  and  Motor  Carriers' 

Association. 
F,  B.  Austin  and  L,  N,  Bradshaw,  for  Southern  Pacific  Company. 
t/.  E.  McCurdy,  for  Motor  Carriers'  Association. 
A.  L.  Whittle^  for  San  Francisco-Oakland  Terminal  Railways. 
E,  W,  Camp  and  Paul  Burks^  for  The  Atchison,  Topeka  and  Santa  Fe  Railway 

Company. 
Jesse  U.  Steinhart  and  John  J.  Ooldherg,  for  San  Francisco- Sacramento  Railroad. 

LovELAKD,  Commissioner, 

OPINION    AND.  ORDER    DENYING    REHEARINa 

Under  Application  No.  5274,  the  Western  Motor  Transport  Company- 
applied  for  a  certificate  declaring  that  public  convenience  and  neces- 
sity require  the  operation  by  said  Transport  Company  of  an  auto 
stage  between  Rodeo  and  Livermore  and  certain  named  intermediate 
points. 

Under  Application  No.  5361,  certain  individuals  operating  as  partners 
under  the  name  of  Bay  Shore  Stage  Company,  sought  similar  authori- 
zation to  operate  between  Oakland  and  Martinez. 

The  two  applications  were  combined  for  hearing  and  decision,  and  by 
the  Commission's  Decision  No.  7340  the  prayer  of  both  applicants  was 
granted,  subject  to  certain  conditions  and  limitations,  which  are  unnec- 
essary to  notice  here. 

Prior  to  obtaining  this  operative  right  between  Rodeo  and  Livermore, 
the  Western  Motor  Transport  Company  had  obtained  an  operative  right 
between  Oakland  and  Rodeo,  hence,  it  was  apparent  that  by  combining 
these  two  routes,  it  became  physically  possible  to  establish  a  through 
operation  between  Oakland  and  Livermore  and  intermediate  points. 
The  terms  of  the  Commission's  Decision  No.  7340  did  not  expressly 
authorize  such  through  operation,  neither  did  it  expressly  prohibit  it. 
However,  the  San  Francisco  and  Sacramento  Railroad,  a  protestant 
in  the  proceeding,  anticiparting  the  possibility  of  such  through  service 
which  would  involve  competition  with  its  line,  filed  a  petition  for 
rehearing  and  a  request  for  modification  of  the  certificate  granted  under 
Decision  No.  7340,  by  an  express  condition  prohibiting  the  linking  up 
of  the  new  route  with  the  old  one,  so  as  to  put  in  a  competitive  through 
service.  This  protestant  also  urged  that  similar  conditions  be  imposed 
upon  a  certificate  granted  to  the  Bay  Shore  line.  The  issue  was  thus 
presented  to  the  Commission  of  whether  or  not  operating  rights  over 
the  component  parts  of  a  through  route  can  be  linked  up  by  the  holder 
of  such  rights  for  the  purpose  of  instituting  a  through  service  without 
application  first  having  been  made  to  the  Commission  and  authorization 
obtained  for  such  through  service. 

The  Commission  held  special  hearings  for  the  consideration  of  this 
question  at  both  San  Francisco  and  Los  Angeles,  in  which  Application 
No.  5928  was  joined  because  a  similar  issue  had  developed  in  that  pro- 
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ceeding.  This  proceeding,  Application  No.  5928,  had  no  other  connec- 
tion with  the  matters  now  under  discussion,  and  will  not  be  further 
referred  to  herein.  The  principles  herein  set  forth,  however,  may  be 
considered  applicable  to  the  decision  in  that  case. 

In  addition  to  oral  argument  had  upon  the  question  of  whether  or 
not  the  parts  can  be  combined  to  make  a  through  service,  briefs  were 
filed  on  behalf  of  applicant  and  San  Francisco-Oakland  Terminal 
Railways,  the  San  Francisco  and  Sacramei^to  Eailroad  and  Southern 
Pacific  Company.     The  matter,  therefore,  has  been  fully  presented. 

The  correct  determination  of  the  question  here  involved  depends  in 
large  measure  upon  a  correct  understanding  of  the  legal  signifi<canee 
of  a  certificate  of  public  convenience  and  necessity  granted  by  the  Com- 
mission to  transportation  companies.  It  has  been  contended  that  this 
certificate  operates  to  grant  a  right  similar  to  a  franchise  held  by  street 
railroads  to  use  and  occupy  streets,  and  it  was  further  urged  that  the 
transportation  companies  would  have  the  same  right  to  link  up  their 
operative  rights  under  certificates  that  railroads  have  to  extend  their 
lines  by  combining  different  franchises  linking  up  the  rights  granted 
thereunder  to  occupy  different  streets  wdthin  a  city.  This  argument 
proceeds  upon  an  erroneous  assumption,  and  the  result  reached  by 
it  is  not  sound.  The  certificate  of  public  convenience  and  necessity 
is  distinctly  different  from  the  grant  of  a  franchise  to  use  and  oiicupy 
streets.  The  former  is  strictly  a  regulatory  measure,  while  the  latter 
is  a  grant  of  a  limited  property  right  for  the  use  of  public  streets,  and 
may  have  nothing  whatever  to  do  with  regulation  of  the  utility  to  which 
such  grant  is  made.  The  distinction  between  the  two  was  clearly  indi- 
cated by  the  Supreme  Court  in  its  decision  in  the  ease  of  Oro  Electric 
Corporation  vs.  Railroad  Commission,  169  Cal.  466.  In  that  case  the 
court  was  considering  a  certificate  of  public  convenience  and  necessity 
granted  by  the  Commission  under  section  50(a)  of  the  Public  Utilities 
Act,  to  an  electric  company  desiring  to  extend  its  lines  into  the  city  of 
Stockton.  The  particular  issue  was  whether  the  granting  of  this 
certificate  would  impair  the  right  of  the  city  of  Stockton  to  grant  a 
franchise  to  such  company.    At  page  475  of  the  opinion  the  court  says : 

Before  proceeding  to  an  analysis  of  these  provisions  [the  charter  of  the  city  of 
Stockton]  it  will  be  well  to  refer  briefly  to  the  distinction,  drawn  by  counsel  against 
the  petitioner  between  a  franchise  or  grant  of  a  right  to  engage  in  the  business  of 
furnishing  electric  current,  and  the  narrower  grant  of  a  right  to  occupy  the  streets 
of  the  city  in  carrying  on  that  business  ♦  ♦  ♦.  The  granting  or  withholding 
of  the  certificate  is  an  exercise  of  the  power  of  the  state  to  determine  whether  the 
rights  and  interests  of  the  general  public  will  be  advanced  by  the  prosecution  of 
the  enterprise  which  it  is  proposed  to  carry  on  for  the  service  of  the  public.  (See 
People  vs.  Willcox,  207  N.  Y.,  H\,  etc.  ♦  ♦  ♦.)  This  is  an  entirely  different 
question  from  that  of  the  local  control  of  the  streets,  and  power  over  the  two  sub- 
jects may  well  be  vested  at  the  same  time  in  different  governmental  bodies,  without 
the  one  in  any  way  clashing  with  or  interfering  with  the  other.  The  Railroad 
Commission  might  grant  a  certificate  authorizing  a  public  utility  to  engage  in  its 
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business  in  a  given  city,  but  the  certificate  would  not  authorize  the  use  of  the  streets, 
unless  the  right  to  so  use  them  had  been  given  by  the  authority  vested  with  the 
power  to  grant  such  right. 

The  foregoing  quotation  from  the  decision  in  the  Oro  ease  is  partic- 
ularly in  point  by  reason  of  the  fact  that  the  provisions  of  the  Auto 
Stage  and  Truck  Transportation  Act  as  originally  enacted  (Statutes 
1917,  chapter  213)  vested  the  two  powers  above  referred  to  in  different 
governmental  bodies.  Under  section  3  of  the  act  of  1917,  cities  and 
counties  were  given  the  power  of  local  control  of  the  streets  and  high- 
ways to  be  used  by  transportation  companies.  At  the  same  time,  under 
the  provisions  of  section  5  of  that  act,  the  Railroad  Commission  was 
given  the  power  of  determining  whether  or  not  it  was  in  the  interest  of 
the  general  public  that  the  enterprise  of  carrying  persons  or  property  as 
a  transportation  company  should  be  prosecuted  over  the  highways  as  to 
which  the  local  authorities  granted  the  right  of  use. 

By  the  amendment  of  1919  (Statutes  of  1919,  chapter  280),  section 
3  of  the  aot  was  repealed,  thus  eliminating  all  powers  theretofore  vested 
in  local  authorities  by  virtue  of  this  act  to  grant  or  withhold  the  right 
to  occupy  the  streets  of  the  particular  locality  for  the  purpose  of 
operating  a  transportation \company.  There  remained,  and  still  remains, 
vested  in  the  Railroad  Commission,  the  power  of  granting  or  withholding 
a  certificate  declaring  that  public  convenience  and  necessity  require  the 
proposed  operation  of  such  transportation  company.  As  pointed  out 
by  the  court  in  the  above  quoted  decision,  this  is  an  exercise  of  the 
power  of  the  state  to  determine  whether  the  rights  and  interests  of  the 
general  public  will  be  advanced  by  the  prosecution  of  the  enterprise  • 
whieh  it  is  proposed  to  carry  on  for  the  service  of  the  public.  Many 
considerations  enter  into  a  determination  of  whether  or  not  such  certifi- 
cate should  be  granted.  Important  among  these  is  the  extent  to  which 
the  eommunities  proposed  to  be  served  are  already  provided  with  means 
of  transportation  by  other  public  utilities.  Under  rej^lation,  the  power 
to  protect  from  unnecessary  competition,  a  public  utility  which  is  doing 
its  full  duty  to  the  public  is  correlative  to  the  power  to  require  reason- 
able rates  and  adequate  service. 

In  granting  a  certificate,  the  Railroad  Commission  must  find  and 
declare  that  public  convenience  and  necessity  require  the  operation  by 
the  applicant  of  an  auto  stage  between  fixed  termini  or  over  a  rej^ular 
route.  The  finding  by  the  Commission  that  such  public  convenience 
and  necessity  require  operations  between  the  various  termini  of  the 
component  parts  of  a  through  route,  is  not  the  same  thing  as  finding 
that  public  convenience  and  necessity  require  the  operation  between 
the  ultimate  termini  of  the  through  route  itself.  To  illustrate  by  using 
the  facts  of  this  case :  The  Commission  having  found  that  public  con- 
venience and  necessity  require  the  operation  of  an  auto  stage  from 
e5-ism 
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Oakland  to  Rodeo,  and  granted  certificate  therefor,  and  by  a  later 
proceeding  found  and  declared  that  public  convenience  and  necessity 
required  the  operation  of  a  transportation  company  between  Rodeo  and 
Livermore,  it  can  not  be  soundly  contended  that  the  Commission  has, 
in  effect,  found  and  declared  that  public  convenience  and  necessity 
require  the  operation  of  an  auto  stage  from  Oakland  to  Livermore.  In 
considering  the  proposed  operation  from  Oakland  to  Rodeo,  and  from 
Rodeo  to  Livermore,  no  consideration  at  all  may  have  been  given  to  the 
necessity  or  convenience  of  an  operation  from  Oakland  to  Livermore. 
Thus  an  existing  operative  right  between  Oakland  and  Livermore  by  the 
more  direct  route,  which  does  not  pass  through  Rodeo,  might  be  seriously 
affected  by  a  new  operation  through  Rodeo,  yet  in  the  granting  of  the 
certificates  from  Oakland  to  Rodeo,  and  Rodeo  to  Livermore,  no  oppor- 
tunity would  be  given  to  this  existing  carrier  to  present  protest  and 
introduce  evidence  showing  that  the  traveling  public  between  Oakland 
and  Livermore  are  adequately  and  well  served  by  the  existing  means 
of  travel. 

We  think  it  is  clear  from  what  has  been  shown  that  operative  rights 
under  certificates  separately  granted  can  not  be  lawfully  combined 
for  the  establishment  of  a  through  service  without  first  obtaining 
from  the  Railroad  Commission  a  certificate  of  public  convenience  and 
necessity  authorizing  the  through  service.  In  the  practical  application 
of  this  legal  requirement  it  is  to  be  borne  in  mind  that  the  Commission 's 
powers  are  of  sufficient  latitude  to  meet  any  variety  bf  circumstances 
that  may  be  presented.  Section  5  of  Chapter  213,  Statutes  of  1917,  as 
amended,  provides : 

The  Railroad  Commission  shall  have  power,  with  or  without  hearing,  to  issue 
said  certificate  as  prayed  for,  or  to  refuse  to  issue  the  same,  or  to  issue  it  for  the 
partial  exercise  only  of  said  privilege  sought  and  may  attach  to  the  exercise  of  the 
rights  granted  by  said  certificate  such  terms  and  conditions  as,  in  its  judgment, 
the  public  convenience  and  necessity  may  require. 

When  the  establishment  of  a  through  service  by  the  linking  up  of 
local  operations  is  the  sole  object  sought  to  be  obtained  by  an  appli- 
cation, due  consideration  must,  of  course,  be  given  to  this  circumstance 
as  one  factor  in  determining  public  convenience  and  necessity.  In  some 
instances  it  may  be  unnecessary  to  hold  a  hearing,  but  in  all  cases  it  is 
necessary — and  the  act  clearly  provides — that  the  Commission,  as  a 
regulatory  body  of  the  state,  shall  first  determine,  after  a  consideration 
of  all  the  facts  and  circumstances,  that  public  convenience  and  necessity 
require  the  operation  before  any  service  may  be  undertaken  different 
from  that  originally  authorized. 

It  is  recognized  that  the  present  operations  of  many  transportation 
companies  may  be  affected  by  this  decision.  Therefore,  in  the  interest 
of  constructive  regulation,  the  Commission  will  allow  a  reasonable  time 
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within  which  application  for  certificates  of  public  convenience  and 
necessity  may  be  filed  to  place  all  operations  on  a  basis  consistent 
with  the  principles  herein  laid  down.  This  will  be  done  by  a  general 
order  or  other  proper  measure  outside  of  the  present  proceedings.  It  is 
referred  to  here,  however,  for  the  purpose  of  making  clear  the  attitude 
of  the  Commission  in  laying  down  the  basis  for  subsequent  application 
of  the  law  as  herein  interpreted. 

In  the  proceedings  here  under  consideration,  the  Commission  was 
asked  to  grant  a  rehearing  for  the  purpose  of  modifying  its  prior  order 
by  imposing  an  express  restriction  against  the  possible  future  linking 
up  of  local  operations  to  form  a  through  route.  In  view  of  what  has 
been  said,  such  express  inhibition  is  unnecessary.  In  the  absence  of  such 
express  authorization,  the  linking  up  and  combining  of  local  operations 
is  not  lawful.    The  petition  for  rehearing  will,  therefore,  be  denied. 

ORDER. 

It  is  hereby  ordered,  that  the  petition  filed  herein  by  the  San 
Francisco  and  Sacramento  Railroad  on  April  22,  1920,  for  a  rehearing 
and  for  modification  of  the  order  heretofore  made  herein  on  April  3, 
1920,  be  and  the  same  is  hereby  denied. 

The  effective  date  of  this  order  is  hereby  fixed  and  designated  as  the 
tenth  day  of  January,  1922. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twentieth  day  of  December, 
1921. 


Decision  No.  9893. 


IN  THE  MATTER  OF  THE  SERVICE  AND  RATES  RENDERED  BY 
SOUTHERN  CALIFORNIA  TELEPHONE  COMPANY  IN  THE  PALMS 
DISTRICT  OF  THE  CITY  OF  LOS  ANGELES  AND  IN  CULVER  CITY, 
LOS  ANGELES  COUNTY,  CALIFORNIA. 


Case  No.  1538. 
Decided  December  20,  1921. 


Bt  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

The  Railroad  Commission  having  on  September  14,  1921,  issued  its 
Decision  No.  9516  in  the  above  entitled  proceeding  ordering  Southern 
California  Telephone  Company  among  other  things  to  at  once  proceed 
with  the  construction  and  installation  of  such  plant  and  equipment,  if 
any,  in  addition  to  that  at  present  available  for  the  purpose  and  to 
complete  such  construction  and  installation  and  place  in  service  a 
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local  central  oflBee  telephone  exchange  in  Culver  City  and  Palms  area 
within  a  period  not  to  exceed  ninety  (90)  days  from  said  date,  unless 
for  good  cause  shown  the  Commission  may  grant  such  extension  of 
time  as  to  it  may  appear  to  be  reasonable  and  proper  and  may  issue 
its  supplemental  order  providing  therefor;  and  Southern  California 
Telephone  Company  having  on  December  12,  1921,  advised  the  Com- 
mission that  it  will  be  unable  to  complete  said  construction  and  installa- 
tion within  the  time  specified  and  having  asked  for  an  extension  of 
time  for  the  completion  of  said  work  to  January  15,  1922,  and  it 
appearing  to  the  Commission  that  the  extension  of  time  therein 
requested  should  be  granted ; 

It  is  hereby  ordered,  that  the  time  within  which  Southern  California 
Telephone  Company  shall  complete  said  construction  and  installation 
is  extended  to  January  15,  1922. 

Dated  at  San  Francisco,  California,  this  twentieth  day  of  December, 
1921. 


Decision  No.   9895. 

IN  THE  MATTER  OF  THE  APPLICATION  O^  D.  H.  MALEY  AND  E.  W. 
SULLIVAN  FOR  CERTIFICATE  OF  PUBLIC  CONVENIENCE  AND 
NECESSITY  TO  OPERATE  EXPRESS  FREIGHT  SERVICE  BETWEEN 
STOCKTON  AND  MANTECA. 

Application  No.  6264. 

THE  WHITE  LINES 

VS, 

I).  H.  MALEY  AND  E.  W.  SULLIVAN. 


Case  No.  1507. 
Decided  December  20,  1921. 


Motor  Express  Service — Certificate,  When  Not  Required — ScBEi)ur.£S  and 
Tariffs. — While  the  legislature  provided  that  motor  carriers  operating:  prior 
to  May  1,  1917,  are  not  required  to  obtain  a  certificate,  it  is  held  that  as 
common  carriers  thej'  are  subject  to  the  rejfulatory  powers  of'  the  Commission 
and  must  file  their  operating  sche<1ules  and  tariffs. 

W.  J.  Quinn,  for  The  White  Lines. 

L.  N,  Bradshaw,  for  Southern  Pacific  Company. 

W.  J.  Oriffith^  for  American  Railway  Express  Company. 

Clifton  E,  Brooks,  for  D.  II.  Maley  and  E.  W.  Sullivan. 

By  the  Commission. 

OPINION. 

A  public  hearing  was  held  by  Examiner  Westover  at  Stockton  upon 
above  application  for  authority  to  operate  on  automotive  express  and 
freight  service  between  Stockton  and  Manteca,  and  upon  above  case 
involving  the  legality  of  the  operations  of  said  Maley  and  Sullivan, 
both  matters  being  consolidated  for  hearing  and  decision. 
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It  appears  from  the  testimony  that  Messrs.  Maley  and  Sullivan  began 
operation  March  23,  1917,  and  have  continued  without  interruption  to 
date,  making  one,  two  or  three  trips  per  day.  Their  headquarters  is 
at  Manteca,  their  equipment  is  kept  there  and  all  of  their  patrons  live 
there.  Their  business  consists  almost  wholly  of  hauling  freight  for  Man- 
teca business  men  from  Stockton  wholesale  houses.  It  appears  from  the 
testimony  that  they  have  always  operated  under  so-called  contracts,  by 
which  their  patrons  employ  them  to  haul  freight  at  fixed  rates  per 
hundred  pounds.  These  contracts  were  oral  and  were  made  with  prac- 
tically all  of  the  business  interests  of  Manteca,  and  were  not  reduced 
to  writing  until  Novembeir,  1920,  when  -a  printed  form  of  such  contract 
was  entered  into  between  Maley  and  Sullivan  and  their  re^ective 
patrons.  Nineteen  of  them  are  attached  to  the  application  as  exhibits. 
Applicants  also  do  general  trucking,  making  special  trips  from  time 
to  time  under  special  arrangements  to  various  other  points  and  also  to 
Stockton  at  very  early  hours  to  procure  ice  and  ice  cream  to  deliver 
in  Manteca  by  6  a.m. 

The  service  appears  to  have  been  begun  in  good  faith  at  a 
time  when  it  was  not  necessary  to  procure  preliminary  certificate 
of  public  convenience  and  necessity  from  the  Railroad  Commission 
before  entering  upon  such  service.  Chapter  213,  Statutes  of  1917, 
provides  that  those  operating  in  good  faith  prior  to  May  1,  1917,  need 
not  procure  such  certificate. 

At  the  hearing,  applicants  requested  that  they  be  authorized  to  serve 
as  contract  carriers. 

The  testimony  does  not  show  any  conditions  which  would  justify 
relieving  applicants  in  any  particular  from  the  obligation  which  they 
appear  to  have  assumed  prior  to  May  1,  1917,  to  operate  as  common 
carriers.  When  the  business  was  established  they  agreed  orally  to 
carry  freight  at  fixed  rates  per  hundred  pounds,  solicited  business  upon 
this  basis,  and  appear  to  have  procured  as  patrons  most  of  the  shippers 
in  Manteca,  they  having  attached  to  the  application  nineteen  contracts 
with  Manteca  shippers  providing  for  the  hauling  of  ** goods,  wares, 
merchandise,  etc.,  perishable  and  otherwise  •  •  •  and  *  *  *  to  make 
at  least  three  trips  weekly  on  Monday,  Wednesday  and  Friday,  and 
daily  trips  during  the  months  of  May,  June,  July,  August  and  Sep- 
tember ;  also  to  make  more  frequent  trips  at  any  time  when  the  amount 
of  goods,  w^ares  or  merchandise  shall  w^arrant.''  The  testimony  is  to 
the  effect  that,  in  fact,  daily  trips  have  been  made  almost  from  the 
beginning.  The  testimony,  oral  and  written,  does  not  disclose  any 
traffic  condition  which  can  not  be  met  by  operation  as  common  carrier, 
or  for  service  under  abnormal  conditions  or  at  unusual  hours,  unless 
it  be  for  the  handling  of  ice  and  ice  cream  for  delivery  in  Manteca  by 
6  a.m.  The  contracts  submitted  do  not  provide  for  this  service,  the 
only  provision  as  to  time  being  that  commodities  consigned  to  Manteca 
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patrons,  delivered  at  Stockton  by  river  boat  freight  carriers,  shall  be 
delivered  in  Manteea  not  later  than  11  a,m.  of  the  day  of  receipt  in 
Stockton. 

It  appears  from  the  testimony  that  The  White  Lines  carry  goods 
southbound  from  Stockton  at  5  a.m.,  making  delivery  in  Manteea  aboat 
6  a.m.,  and  apparently  could  handle  the  ice  and  ice  cream  business. 

The  application  was  filed  because  of  uncertainty  in  the  minds  of 
..^applicants  as  to  whether  or  not  they  were  legally  entitled  to  continue 
operation.  While  the  legislature  provided  that  they  need  not  procure 
a  certificate,  yet,  as  common  carriers,  they  are  subject  to  the  regulatory 
powers  of  the  Commission  and  should  have  seasonably  filed  their 
operating  schedules  and  tariflEs.  The  Commission  made  every  effort 
to  reach  every  carrier  in  the  State  of  California  with  request  for  sach 
filing  shortly  after  the  statute  became  effective,  but  no  such  filing  was 
made  by  these  applicants.  The  result  was  that  when  The  White  Lines, 
or  their  predecessors  of  that  organization,  sought  a  certificate,  they 
were  given  operative  rights  to  and  through  Manteea  in  the  abs^ice  of 
knowledge  on  the  part  of  the  Commission  that  Maley  and  Sullivan 
existed  or  claimed  operative  rights,  and  naturally  the  latter  could  not 
be  notified  of  the  hearing  or  given  opportunity  to  be  heard. 

Under  the  circumstances,  it  appears  to  be  better  practice,  in  the 
absence  of  proper  filings  and  in  view  of  apparent  uncertainty  as  to 
whether  applicants  should  operate  as  common  carriers  or  special  con- 
tract carriers,  that  the  application  be  granted  rather  than  dismissed 
as  unnecessary  in  view  of  the  time  when  operations  began. 

ORDER. 

A  public  hearing  having  been  held  upon  the  above  entitled  appli- 
cation and  case,  and  both  matters  being  submitted  and  ready  for 
decision ; 

The  Railroad  Commission  hereby  declares  that  public  necessity  and 
convenience  require  the  continued  operation  by  D.  H.  Maley  and  E.  W. 
Sullivan,  under  the  co-partnership  name  of  Maley  and  Sullivan,  of  an 
automotive  through  truck  service  as  a  common  carrier  of  freight 
between  Stockton  and  Manteea,  not  serving  any  intermediate  points. 

The  operative  rights  and  privileges  hereby  established  may  not  be 
transferred,  leased,  sold  nor  assigned,  nor  the  said  service  abandoned 
unless  the  written  consent  of  the  Railroad  Commission  thereto  has  first 
been  procured. 

No  vehicle  may  be  operated  in  said  service  unless  said  vehicle  is 
owned  by  the  applicants  herein  or  is  leased  by  said  applicants  under  a 
contract  or  agreement  satisfactory  to  the  Railroad  Commission. 

It  is  hereby  ordered,  that  applicant  shall,  within  fifteen  days  from 
the  date  hereof,  file  with  the  Railroad  Commission  their  schedules  and 
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tariffs  covering  said  proposed  service,  which  shall  be  in  addition  to^ 
proposed  schedule  and  tariff  accompanying  the  application,  and  shall 
set  forth  the  date  upon  which  the  operation  of  the  line  hereby  author- 
ized will  commence,  which  date  shall  be  within  thirty  days  from 
date  hereof,  tmless  time  to  begin  operation  is  extended  by  formal  sup- 
plemental order. 

The  authority  herein  contained  shall  not  become  effective  until  and 
unless  the  above  mentioned  schedules  and  tariffs  are  filed  within  t^ie 
time  herein  limited. 

It  is  hereby  further  ordered,  that  the  complaint  of  The  White  Lines 
in  Case  No.  1507  be  and  it  is  hereby  dismissed. 

Dated  at  San  Francisco,  California,  this  twentieth  day  of  December, 
1921. 


Decision  No.  9903. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  THE  MONTEREY,  SAN 
FRANCISCO  EXPRESS  COMPANY  FOR  CERTIFICATE  OF  PUBLIC 
CONVENIENCE  AND  NECESSITY  TO  OPERATE  CONTRACT  MOTOR 
TRANSIT  EXPRESS  SERVICE  BETWEEN  SAN  FRANCISCO  AND/OR 
SAN  JOSE  AND  SAN  JUAN,  SALINAS,  MONTEREY,  PACIFIC  GROVE, 
CARMEL  CITY  AND  CARMEL  HIGHLANDS  AND  INTERLOCALLY 
BETWEEN  SAN  JO§E,  SALINAS,  MONTEREY,  PACIFIC  GROVE, 
CARMEL  CITY  AND  CARMEL  HIGHLANDS. 


Application  No.  7186. 
Decided  December  20,  1921. 


MoTOB  Cabeiebs — CoNTBACT  Cabbiebs. — It  is  held  that  the  Statute  of  1919  does 
not  provide  for  a  special  class  of  so-called  contract  carriers,  permitting  dis- 
crimination as  between  shippers.  The  Statute  of  1919,  it  is  pointed  out, 
extended  the  regulatory  powers  of  the  Commission  to  all  those  "engaged  in 
the  business  of  transportation  of  persons  or  property  for  compensation  over 
any  public  highway  in  this  state  between  fixed  termini,  or  over  regular  routes, 
not  operating  exclusively  within  the  limits  of  incorporated  cities  or  towns." 

Special  Commodities — Seasonal  Opebations. — It  is  pointed  out  that  those  desir- 
ing to  carry  special  commodities  or  desiring  to  engage  in  seasonal  operations, 
can  be  authorized  to  operate  as  common  carriers  of  these  commodities  under 
appropriate  limitations  or  conditions. 

F.  A,  Treat,  for  Applicant. 

L.  N.  Bradshaw,  for   Southern  Pacific  Company  and   American   Railway  Express 

Company. 
A.  C.  Campbell,  for  Fred  Wermuth. 

Bt  the  Commission. 

OPINION. 

Public  hearings  were  held  by  Examiner  Westover  at  Monterey  upon 
the  above  application  to  operate  express  truck  service  under  contract 
between  San  Francisco,  Monterey  and  Salinas,  and  points  south  of 
San  Jose,  and  locally  between  San  Jose  and  San  Juan,  Salinas,  Mon- 
terey, Pacific  Grove,  Carmel  and  Carmel  Highlands,  service  to  be  ren- 
dered one  round  trip  daily,  six  days  per  week. 
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Witnesses  testified  to  need  of  better  service  for  the  accommodation 
of  poultry  shippers  on  the  route  about  two  miles  from  Monterey,  general 
service  for  Carmel  Highlands,  an  expedited  service  for  newspapers  to 
Monterey  and  Salinas,  bread  and  meat  to  Monterey,  and  fresh  fish 
from  Monterey. 

The  poultry  shippers  referred  to  would  have  the  advantage  of  a 
pick-up  and  delivery  service  at  their  plants,  and  believe  that  they 
Would  secure  the  advantage  of  a  prompt  weighing  of  live  poultry  on 
arrival  at  San  Francisco  wholesale  houses.  They  have  been  assured 
by  applicants  that  drivers  making  deliveries  would  wait  and  see  the 
poultry  weighed.  It  is  alleged  that  at  present  the  San  Francisco 
dealers  keep  poultry  two  or  three  days  without  food  or  water,  then 
weigh  them  and  make  settlement. 

The  proposed  service  leaving  San  Francisco  at  9  p.m.,  as  shown  by- 
amended  schedule  filed  by  leave  since  the  hearing,  would  be  too  early 
to  carry  the  week-end  editions  of  the  San  Francisco  morning  papers 
dated  the  following  day.  The  week-day  editions  are  now  carried  by 
train  leaving  San  Francisco  at  2  a.m.,  tand  arriving  at  San  Jose  at 
3.50  a.m.  lliose  for  points  farther  south  leave  on  train  No.  78  art 
8  a.m.  the  following  morning,  reaching  Monterey  about  noon.  Sunday 
editions  leave  on  train  No.  110  at  8.15  p.m.  ^nd  are  met  at  Del  Monte 
Junction  at  11.44  p.m.  by  the  Monterey  distributors.  As  the  proposed 
service,  under  its  amended  schedule,  would  leave  San  Jose  at  1.30  a.m., 
over  two  hours  before  the  week-day  editions  arrive  at  San  Jose  and 
would  reach  IVIonterey  about  six  hours  later  than  the  Sunday  editions 
now  arrive  there,  it  is  clear  that  the  proposed  service  would  not  be 
available  for  handling  San  Francisco  newspapers. 

The  present  express  service  is  rendered  by  American  Railway  Express 
Company,  operating  seven  round  trips  daily  over  the  lines  of  the 
Southern  Pacific  Company,  with  free  pick-up  and  delivery  at  prac- 
tically all  points.  San  Juan  and  Carmel  are  served  by  stages  meeting 
each  train.  Monterey  is  served  daily  by  four  trips  southbound  and 
three  trips  northbound.  The  bulk  of  the  business  is  handled  by  train 
leaving  San  Franeis(?o  at  8.15  p.m.  and  arriving  at  Monterey  at  7 
a.m.  the  following  morning.  Applicant  now  proposes  to  leave  San 
Francisco  at  9  p.m.  and  arrive  at  Monterey  at  6.30  the  following 
morning.  The  express  company  delivers  locally  by  honse  and  wagon, 
while  the  applicant  proposes  to  transfer  shipments  and  deliver  locally 
by  truck.  It  does  not  clearly  appear  from  the  testimony  that  applicant 
would  be  able  to  improve  the  local  delivery  service. 

In  addition  to  the  present  express  service  between  Monterey  and 
Carmel,  there  is  an  authorized  truck  service  operated  regularly  by 
Fred  Wermuth  between  those  points.    He  also  makes  special  trips  when 
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needed  between  Carmel  and  Carinel  Highlands,  a  distance  of  about 
five  miles.  Several  witnesses  testified  to  the  excellence  and  depend- 
ability of  his  service  and  that  he  makes  deliveries  at  night  and  on 
Sundays  when  required  for  the  accommodation  of  his  patrons. 

Applicant  herein  previously  applied,  by  Application  No.  6736,  for 
authority  to  operate  an  express  service  as  a  common  caiTier  between  all 
of  the  points  above  referred  to,  except  Oarmel  and  Carmel  Highlands, 
and  except  that  the  service  now  proposed  between  Salinas  and  Monterey 
is  via  Castroville  instead  of  direct.  The  previous  application  also 
sought  authority  to  serve  in  addition  the  territory  lying  between  San 
Juan  and  Santa  Cruz  and  that  between  Salinas  and  King  City.  At 
the  hearing  upon  the  former  application  considerable  testimony  was 
introduced  concerning  the  need  of  facilities  for  dipping  fresh  fish 
from  Monterey  ^o  San  Francisco  late  in  the  afternoon  after  the 
fishermen  come  in.  ^ 

Before  the  former  application  was  finally  submitted,  the  express 
company  had  instituted  such  a  service  to  be  operated  over  the  South- 
em  Pacific  lines  by  train  then  leaving  Monterey  at  6.25  p.m.  At  the 
hearing  herein,  it  developed  that  this  new  express  service,  which  had 
been  put  on  May  1,  was  withdrawn  July  22  for  lack  of  patronage. 
There  had  also  been  some  complaint  that  shippers  were  required  to 
deliver  fish  to  the  express  company  at  the  mainland  end  of  the  wharf. 
Applicant  proposed  to  take  the  fish  from  shippers'  locations  on  the 
wharf. 

So  far  as  the  oral  testimony  herein  is  concerned,  it  shows  only  a  need 
for  improved  service  for  the  handling  of  fresh  fish  from  Monterey 
and  poultry  and  poultry  products  from  territory  adjacent  to  Monterey, 
and  authority  to  operate  such  limited  service  as  common  carriers  will 
be  found  in  the  order  herein. 

However,  applicants  have  procured,  certain  tentative  contracts 
(subject  to  procuring  authority  from  the  Commission)  for  the  handling 
of  goods  in  the  territory  in  question.  These  contracts  provide  for 
northbound  shipments,  in  above  territory,  one  of  cheese  from  Carmel, 
one  of  fish  and  abalones  from  Monterey,  two  of  poultry  and  poultry 
products  from  near  Monterey,  and  service  for  two  shippers  at  San 
Juan,  above  shipments  being  estimated  at  a  total  of  about  5000  pounds 
daily.  The  list  of  shippers  and  receivers  of  goods  so  contracting  con- 
tains five  in  San  Francisco  shipping  meat  and  bread,  four  at  San  Juan, 
five  at  Salinas,  four  on  the  highway  near  Monterey,  twenty-four  at 
Monterey,  two  at  Pacific  Grove,  and  four  at  Carmel  and  Carmel  High- 
lands. The  estimated  southbound  movement  is  also  about  5000  pounds 
per  day.  These  estimates  of  tonnage,  however,  are  supplied  only  in  an 
exhibit  filed  after  the  hearing  and  pursuant  to  stipulation  made  at 
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the  hearing.  It  is  not  claimed  that  the  estimates  of  tonnage  show 
prospective  business  with  any  degree  of  accuracy,  as  contracting  ship- 
pers in  most  instances  were  not  present  and  testifying,  and  the  figures 
are  offered  merely  as  estimates  by  those  who  had  talked  with  shippers. 

It  was  not  shown  by  these  documents  or  the  persons  who  signed 
them  that  the  present  service  is  inadequate  to  the  needs  of  the  com- 
munity or  that  they  had  any  criticism  of  the  manner  in  which  the 
service  is  rendered,  nor  of  particulars  in  which  it  can  be  improved. 
Most  of  those  signing  the  contracts  were  not  present  for  ^camination 
or  cross-examination  on  above  points  or  others,  nor  was  it  shown  what 
induced  the  signatures.  It  has  frequently  developed  in  other  hearings 
that  those  signing  petitions  or  resolutions  or  documents  requesting 
authority  for  certain  applicants,  find  that  the  proposed  service,  as 
developed  by  the  testimony  at  suoh  hearings,  could  ribt  be  used  by  such 
petitioners  or  others  similarly  situated*  and  that  it  would  not  prove 
even  a  convenience  in  many  instances. 

Applicants*  previous  Application  No.  6736  for  authority  to  operate 
as  a  common  carrier  was  very  fully  presented,  numerous  witnesses 
were  examined,  and  after  careful  consideration  of  all  the  evidence  the 
application  was  denied.  The  only  material  difference  in  form  between 
the  previous  and  the  present  applications  is  that  applicants  now  seek 
to  operate  ** under  contracts''  which  provide  that  applicants  shall  carry 
all  of  the  shipments  of  signers  for  a  fixed  term  at  scheduled  rates.  If 
granted,  this  would  enable  them  at  their  option  to  serve  only  a  selected 
class  composed  of  such  contract  holders,  although  still  nominally  under 
the  regulation  of  the  Commission  as  to  such  class.  The  proposed 
service  would  not  be  available  to  the  general  public. 

A  misapprehension  seems  to  have  arisen  as  to  the  intent  of  the 
amendment  to  the  statute  at  the  1919  session  of  the  legislature.  It 
seems  to  be  assumed  that  the  intent  was  to  provide,  in  addition  to 
regulation  of  common  carriers,  regulation  of  a  class  which  has  come  to 
be  known  as  ** contract  carriers,''  operating  under  contracts  for  the 
carriage  of  goods,  even  though  these  contracts  might,  for  illustration, 
be  discriminatory  in  terms  as  between  different  contract  shippers,  or 
might  result  in  limiting  carrier's  facilities  to  present  equipment  or  to 
operation  at  his  convenience,  or  enable  him  to  confine  his  service  to  a 
limited  selected  class,  thus  discriminating  between  shippers,  or  in  other 
manner  to  restrict  the  nature  and  therefore  the  value  of  his  service  to 
the  community ;  and  that  all  that  is  necessary  to  procure  authority  to 
act  as  a  contract  carrier  is  procure  and  present  such  contracts.  We 
are  satisfied  that  such  was  not  the  intent  of  the  legislature,  but  rather 
to  extend  the  regulatory  powers  of  the  Commission  by  the  amendment, 
to  all  those  ''engaged  m  the  business  of  transportation  of  persons  or 
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property  for  compensation  over  any  public  highway  in  this  state 
between  fixed  termini,  or  over  regular  routes  not  operating  exclusively 
within  the  limits  of  incorporated  cities  or  towns/'  but  excepting  taxi- 
cabs,  hotel  busses  or  sightseeing  busses.  Publiounecessity  and  con- 
venience rather  than  the  private  convenience  or  benefit  of  the  carrier 
or  shipper  must  still  be  shown.  The  method  of  proof  is  not  changed 
by  the  amendment. 

It  has  not  yet  been  found  necessary  in  the  course  of  such  regulation 
to  separate  into  classes  those  placed  by  the  legislature  under  the 
Commission's  jurisdiction.  Those  desiring  to  carry  special  commodities, 
such  as  milk,  and  those  desiring  to  engage  in  seasonal  operations,  such 
as  carriage  of  fruits,  can  be  authorized  to  operate  as  common  carriers 
of  those  commodities  under  appropriate  limitations  or  conditions. 

It  appearing  from  the  testimony  that  the  traffic  situation  in  and 
about  Monterey  having  so  changed  since  the  hearing  of  the  previous 
Application  No.  6736,  that  there  is  now  a  public  necessity  and  con- 
venience to  be  served  by  applicants  as  common  carriers  of  fish  and 
abalones,  poultry  and  poultry  products,  such  service  is  authorized  by 
the  order  herein. 

ORDER. 

A  public  hearing  having  been  held  upon  the  above  entitled  application, 
the  matter  being  submitted  and  now  ready  for  decision : 

The  Railroad  Commission  hereby  declares  that  public  convenience 
and  necessity  require  the  operation  by  S.  M.  Trotter,  F.  D.  Wamoek, 
A.  C.  Hinkle,  and  Geo.  A.  Hartz,  as  copartners,  of  an  automotive 
express  service,  under  the  fictitious  name  of  The  San  Francisco- 
Monterey  Express  Company,  between  San  Francisco  and  Monterey  and 
points  on  the  highway  for  a  distance  of  five  miles  easterly  of  Monterey, 
foi'  the  common  carriage  of  fresh  fish,  abalones,  poultry  and  poultry 
products,  and  poultry  feed,  equipment,  and  supplies  for  delivery 
to  or  from  poultry  ranches  along  the  highway  to  be  traversed  by 
applicants  within  a  distance  of  five  miles  easterly  from  Monterey. 

The  operative  rights  and  privileges  hereby  established  jnay  not  be 
transferred,  leased,  sold  nor  assigned,  nor  the  said  service  abandoned 
unless  the  written  consent  of  the  Railroad  Commission  thereto  has 
first  been  procured. 

No  vehicle  may  be  operated  in  said  service  unless  said  vehicle  is 
owned  by  the  applicants  herein  or  is  leased  by  said  applicants  under 
a  contract  or  agreement  satisfactory  to  the  Railroad  Commission. 

It  is  hereby  ordered,  that  applicants  shall,  within  fifteen  days  from 
the  date  hereof,  file  with  the  Railroad  Commission  their  schedules  and 
tariffs  covering  said  proposed  service,  which  shall  be  in  addition  to 
proposed 'schedule  and  tariff  accompanying  the  application,  and  shali 
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set  forth  the  date  upon  which  the  operation  of  the  line  hereby  author- 
ized will  commence,  which  date  shall  be  within  thirty  days  from  date 
hereof,  unless  time  to  begin  operation  is  extended  by  formal  supplemen- 
tal order. 

The  authority  herein  contained  shall  not  become  effective  until  and 
unless  the  above  mentioned  schedules  and  tariffs  are  filed  within  the 
time  herein  limited. 

Dated  at  San  Francisco,  California,  this  twentieth  day  of  December, 
1921. 


Decision  No.  9908. 

IN  THE  MATTER  OF  THE  INVESTIGATION  OF  THE  GAS  RATES, 
SERVICE  AND  OPERATIONS  OF  MODESTO  GAS  COMPANY,  ON 
THE   COMMISSION'S  OWN  MOTION. 


Case  No.  1662. 
Decided  December  21,  1921. 


Bt  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

Whereas,  Modesto  Gas  Company  has  filed  with  this  Commission,  in 
Accordance  with  Decision  No.  9839  in  the  above  entitled  matter,  under 
date  of  December  10,  1921,  an  aflBdavit  setting  forth  that  on  account 
of  the  change  in  shipment  of  oil  it  has  been  able  to  reduce  the  price  of 
oil  f.o.b.  Modesto  by  the  amount  of  $0,148  per  barrel  below  the  price 
theretofore  in  effect;  and 

Whereas,  in  Decision  No.  9839  in  the  above  entitled  matter  it  was 
directed  that  Schedules  **A''  and  '*B,''  established  by  Decision  No. 
7581,  in  Application  No.  5513,  be  amended  so  that  the  same  would  be 
subject  upon  approval  of  the  Railroad  Commission  of  the  State  of  Cali- 
fornia to  increase  or  decrease  on  the  basis  of  2.6  cents  per  thousand 
cubic  feet  of  gas  for  each  10  cents  per  barrel  increase  or  decrease, 
respectively,  in  the  price  of  oil  above  or  below  the  price  of  $2  per  bar- 
rel f.o.b.  Modesto,  such  change  to  be  to  the  nearest  one  cent ; 

It  is  hereby  ordered: 

1.  That  the  rates  as  set  forth  in  Decision  No.  7581,  in  Application 
No.  5513,  and  as  amended  in  Decision  No.  9839,  in  Case  No.  1662,  be 
and  they  are  hereby  reduced  4  cents  per  thousand  cubic  feet,  effective 
for  all  meter  readings  taken  on  and  after  the  tenth  day  of  January, 
1922. 

2.  That  Modesto  Gas  Company  file  with  this  Commission  on  or  before 
the  tenth  day  of  January,  1922,  a  revision  of  the  schedules  to  comply 
with  this  order. 

Dated  at  San  Francisco,  California,  this  twenty-first  day.  of  Decem- 
ber, X921. 
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Decision  No.  9909. 

IN  THE  MATTER  OF  THE  INVESTIGATION  OF  GAS  RATES  SERVICE. 
AND  OPERATIONS  OF  THE  CONTRA  COSTA  GAS  COMPANY,  ON 
THE  COMMISSION'S  OWN  MOTION. 


Case  No.  1653. 
Decided  December  21,  1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

Whereas,  Contra  Costa  Gas  Company  has  filed  with  this  Commis- 
sion, in  accordance  with  Decision  No.  9752  in  the  above  entitled  matter, 
an  affidavit  setting  forth  that  on  the  fifteenth  day  of  November,  1921, 
tlie  price  to  be  paid  for  oil  was  reduced  eight  cents  (8c)  per  barrel 
below  the  price  of  $1.64  per  barrel,  as  set  forth  in  Decision  No.  9725 ; 
and 

Whereas,  in  Decision  No.  9725  in  the  above  entitled  matter  it  was 
provided  that  the  schedules  of  rates  Nos.  1  and  3  established  therein 
would  be  subject  to  increase  or  decrease  on  the  basis  of  three  cents  (3c) 
per  thousand  cubic  feet  for  each  ten  cents  (10c)  change  in  the  price 
of  oil  paid  upon  approval  of  the  Railroad  Commission  of  the  State  of 
California,  such  change  to  be  to  the  nearest  one  cent; 

It  is  hereby  ordered: 

1.  That  the  rates  as  set  forth  in  Decision  No.  9725  in  Case  No.  1653 
be  and  they  are  hereby  reduced  two  cents  (2c)  per  thousand  cubic 
feet,  effective  for  all  meter  readings  taken  on  and  after  the  fifteenth 
day  of  December,  1921. 

2.  That  Contra  Costa  Gas  Company  tile  with  the  Commission  on  or 
before  December  31,  1921,  a  revision  of  its  schedules  to  comply  with 
this  order. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  Decem- 
ber, 1921. 


Decision  No.  9910. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHWESTERN 
HOME  TELEPHONE  COMPANY,  A  CORPORATION.  FOR  AN 
ORDER  AITTHORIZINO  SAID  COMPANY  TO  ESTABLISH  CER- 
TAIN   INCllEASED    RATES,    TOLLS,    RENTALS    AND    CHARGES. 


Application  No.  6398. 
Decided  December  21,  1921. 


Maip  Thelen^  for  Applicant. 

F.  A.  Leonard,  City  Attorney,  and  A,  E.  Brock,  President,  Board  of  Trustees,  for 
City  of  Redlands. 
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B.  N.  Prattj  William  Collier  and  6,  U,  Burton,  for  subscribers  of  Elsinore  and 

vicinity. 
W.  H,  Pauson  and  Burdette  Raynor,  for  Hemet  Chamber  of  Commerce. 
A.  E.  McDowellf  for  subscribers  in  Little  Lake  District. 

Bbundige,  Commissioner, 

OPINION. 

Southwestern  Home  Telephone  Company,  applicant  in  this  proceed- 
ing, owns  and  operates  telephone  exchanges  serving  the  cities  and 
towns  of  Redlands,  San  iBemardino  County,  and  Banning,  Beaumont, 
Elsinore,  Hemet,  Perris,  San  Jacinto  and  Temecula,  Riverside  County, 
and  adjacent  territory.  The  application  as  originally  filed  sets  forth 
that  the  rates  now  in  effect  do  not  yield  revenue  sufficient  to  meet 
actual  and  reasonable  maintenance  and  operating  expenses,  together 
with  a  reasonable  depreciation  annuity  and  to  yield  a  fair  return  on 
the  fair  value  of  the  property,  used  and  useful,  in  the  public  service. 
The  Commission  is  asked  to  make  its  order  authorizing  applicant  to 
establish  rates  set  forth  in  the  application  amounting  to  an  increase 
of  33J  per  cent  over  the  present  rates. 

Public  hearings  were  held  in  Redlands  on  April  5  and  in  Los  Angeles 
on  July  1,  1921. 

At  these  hearings  applicant  filed  a  number  of  exhibits,  among  which 
are  statements  of  claimed  investment,  together  with  statements  of 
receipts  and  expenditures  for  the  year  1920,  and  of  estimated  receipts 
and  expenditures  for  the  year  1921  under  the  proposed  rates,  the  pur- 
pose of  these  exhibits  being  to  show  the  necessity  for.  increasing  the 
present  rates.  The  investment  claimed  by  applicant  is  based  on  an 
inventory  prepared  by  it  during  the  year  1914,  to  which  net  additions 
to  December  31,  1920,  have  been  added.  The  engineering  department 
of  the  Commission  has  also  made  and  presented  a  valuation  report  in 
which  the  valuation  is  found  considerably  lower  than  that  claimed  by 
the  applicant. 

At  a  conference  held  on  November  26,  1921,  between  representatives 
of  the  applicant  and  of  the  Railroad  Commission  it  was  agreed  that 
the  company  and  the  Commission's  engineering  department  should 
each  submit  a  statement  setting  forth  their  different  views  relative  to 
the  valuation  of  the  applicant's  property.  It  was  also  agreed  at  this 
conference  by  reason  of  the  fact  that  the  company  and  the  Commis- 
sion's engineering  department  do  not  agree  as  to  what  the  fair  value 
of  this  property  is  and  particularly  since  applicant  admits  that  it  wiU 
be  unable  to  establish  and  collect  rates  sufficient  to  yield  -a  fair  return 
on  what  it  considers  a  fair  valuation  of  its  property  that  it  would  sub- 
bit  modified  schedules  in  lieu  of  those  originally  set  out  in  its  appli- 
cation. The  statements  and  modified  schedules  have  since  been  sub- 
mitted and  the  matter  is  now  ready  for  decision. 
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The  valuation  found  by  the  engineering  department  of  the  Commis- 
sion and  shown  by  the  valuation  report  previously  referred  to  was 
$382,297.  This  valuation  is  on  an  historical  reproduction  cost  unde- 
preciated. After  conference  with  representatives  of  the  company,  the 
Commission's  engineering  department  has  made  corrections  to  the 
original  figure  resulting  from  certain  additions  and  deductions,  bring- 
ing the  original  valuation  up  to  $392,148,  as  shown  by  the  engineering 
department's  statement  above  referred  to.  The  company's  statement 
of  comparable  items  shows  a  valuation  of  $491,735.51,  to  which  is 
added  an  item  of  $12,761  for  materials  and  supplies  and  a  further  item 
of  $7,000  for  working  capital,  making  a  total  of  $511,496.51,  which  is 
the  amount  now  claimed  by  applicant  as  a  proper  rate  base.  In  com- 
parison, the  items  appearing  in  these  two  statements  are  as  follows: 

statement  of        Statement  of 
Engineering  Dept.        company 

Physical  property A 1374,442  00  $418,860  86 

Development  expenses  3,883  OO  60,612  00 

Franchises,  contracts  and  rights  ol  way _             1,062  00  12,262  65 

Materials  and  supplies _           12,761  00  12,761  00 

Working  capital _ *. 7,000  00 

Totals - $302,148  00  $511,496  51 

The  amounts  shown  in  the  statements  of  the  engineering  department 
are  below  those  of  the  company  in  the  items  and  to  the  extent  following : 

Physical  property $44,418  86 

Development  expenses  _ _ - 56,729  00 

^   Franchises,  contracts  and  rights  of  way _.  11,200  65 

Working  capital 7,000  00 

Total  .—  $119,348  51 

This  difference  in  valuation  of  physical  property  arises  chiefly  from 
the  fact  that  the  company's  appraisal  is  based  on  unit  costs  represent- 
ing average  prices  of  labor  and  material  prevailing  in  1914,  the  year 
during  which  its  plant  was  inventoried,  while  those  applied  by  the 
Commission's  engineers  are  average  historical  costs  obtained  in  most 
cases  from  the  company's  voucher  records. 

The  amount  claimed  by  the  company  for  development  expense, 
according  to  its  statement,  is  the  amount  which  has  been  carried  on  its 
books.  The  amount  allowed  in  the  engineering  department's  statement 
for  this  item  is  one  per  cent  of  the  total  of  physical  property,  franchises, 
contracts  and  rights  of  way,  and  materials  and  supplies. 

The  amount  claimed  by  the  company  for  franchises,  contracts  and 
rights  of  way,  as  its  statement  shows,  is  also  the  amount  appearing  on 
its  books  for  these  items.  It  appears  on  the  statement  of  the  Commis- 
sion's engineers  that  there  are  two  items  included  in  the  company's 
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claim  as  follows:  one  item  of  $1,000  covering  a  contract  for  the  joint 
occupancy  of  poles  entered  into  during  the  year  1914  and  growing  out 
of  a  controversy  between  the  applicant  and  the  Southern  Sierras  Power 
Company,  concerning  the  use  of  certain  streets  for  the  location  of  their 
respective  lines;  the  other,  an  item  of  $10,200,  covering  a  contract  with 
The  Pacific  Telephone  and  Telegraph  Company  for  the  purchase  of 
property  from  the  Pacific  Company  by  the  applicant  and  for  the 
iuterexchange  of  service  between  the  contracting  parties.  In  each  of 
these  two  transactions  the  expenses  involved  are  capitalized  by  the 
company  in  its  statement,  and  in  connection  with  the  latter  transaction, 
there  appears  an  issue  of  $10,000  par  value  of  bonds  to  Mr.  C.  D.  Rolfe 
for  his  services  in  this  transaction,  this  amount  being  included  as  a 
'  capital  charge  in  the  company's  claim.  The  sum  claimed  by  the  com- 
pany for  these  two  contracts,  $11,200,  is  not  included  in  the  statement 
of  the  Commission's  engineers. 

The  amount  claimed  by  the  company  for  working  capital,  $7,000,  is 
an  amount  which  it  claims  represents  substantially  one  month's  operat- 
ing expenses  to  which  it  urges  it  is  entitled  for  working  capital.  A 
statement  of  the  Commission's  engineers  disallows  this  item  on  the 
theory  that  since  the  company  collects  its  rates  in  advance  and  the 
revenues  thus  collected  being  in  excess  of  its  monthly  operating 
expenses  it  is  not  entitled  to  any  claim  for  working  capital. 

I  do  not  consider  it  necessary  for  the  Commission  to  come  to  a  deci- 
sion in  this  proceeding  on  the  merits  of  the  disputed  items  of  the  valua- 
tion. It  may  be  stated,  however,  that  the  valuation  of  this  property 
was  made  by  the  Commission's  engineering  department  under  the  same 
methods  and  following  the  same  general  rules  as  have  been  adopted 
and  approved  by  the  Commission  in  all  public  utility  valuations  for 
rate  making  purposes.  There  is  no  doubt,  I  believe,  that  the  Commis- 
sion would  disallow,  if  the  matter  had  to  be  decided,  the  capitalized 
value  of  the  contract  with  The  Pacific  Telephone  and  Telegraph  Com- 
pany (since  the  expenses  arising  from  that  contract  to  applicant  are 
allowed  in  operating  expenses)  and  would  also  disallow,  for  rate  mak- 
ing purposes,  the  item  of  development  expense.  These  matters  do  not 
appear  to  be  of  controlling  importance,  however,  because,  as  will  be 
shown  hereunder,  the  rates  proposed  will  produce  for  applicant  a  fair 
return  on  a  reasonable  investment  or  valuation  figure. 
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The  rates  at  present  in  eflEect  and  those  which  the  applicant  now 
desires  to  make  effective,  in  so  far  only  as  increases  in  present  rates 
now  being  sought  are  involved,  are  as  follows : 


Business  seiTlee^ 
monthly  rate 


Present      Proposed 
wall  set       wall  set 


Residence  service 
monthly  rate 


Present 
wall  set 


Proposed 
wall  set 


Hedlands  Exchange. 

One-party  line 

Two-party  line -. _. 

Tour-party  line 

Eight-party  line ... 

Suburban  line -. 

Employees __ 

San  Jacinto  and  Hemet  Exchanges. 

One-party  line 

Four-party  line — 


Eight-party  line  (Block  2) 

Eight-party  line  (Block  3) 

Eight-party  line  (Block  4) -. 

Eight-party  line  (Block  5)— 

Eight-party  line  (Block  6) — 

Mountain  Lines. 

Oak  Grove  and  Idyllwlld 

Winchester  line 

Employees — 

Perris  Exchange. 

One-party  line 

Four-party  line 

Eight-party  line  (Block  2) 

Eight-party  line  (Block  3) 

Eight-party  line  (Block  4) 

Suburban  line  (Block  5) 

Employees 

Elsinore  Exchange. 

One-party  line - 

Four-party  line 

Eight-party  line  (Block  2) 

Eight-party  line  (Block  3) 

Eight-party  line  (Block  4) 

Employees 


$4  25 
3  75 
3  75 
3  75 


325 
2  75 

2  75 
30O 
325 
350 

3  75 


3  75 
325 


325 
275 
2  75 
300 
325 


325 
2  75 
2  75 
300 
325 


$5  25 
450 
4  50 
4  50 


400 
350 

350 

3  75 
400 
425 
450 

4  50 
400 


375 
325 
325 
360 
3  75 


3  76 
325 
325 
360 
3  75 


$3  25 
2  50 
250 
250 
350 

1  50 

2  75 
C  225 
mock  1 

225 
250 
2  75 
300 
325 

325 
2  75 

1  50 

2  75 
225 
225 
250 
2  75 
2  75 
150 

276 
225 

225 
250 
2  75 
1  50 


$4  00 
300 
300 
300 
400 

1  75 

300 

250 

Block  1 

2  50 
2  75 
300 
325 
350 

350 
300 

1  75 

300 
250 
250 

2  75 
300 
300 

1  75 

300 
250 
250 

2  75 
300 
1  75 


For  desk  sets  in  place  of  wall  sets  add  25  cents  per  month  to  each  of  the  rates 
quoted  above. 

'J>be  rates  quoted  above  are  gross  monthly  rates.  Discounts  from  each  of  the 
above  rates  for  advance  payment  are  allowed  as  follows: 

For  monthly  payments  made  on  or  before  the  tenth  day  of  the  current  month, 
$0.25. 

For  quarterly  payments  in  advance  on  or  before  the  tenth  day  of  the  first  month 
of  the  quarter  for  which  payment  is  made,  $1.00. 

If  paid  annually  in  advance,  $4.50. 

Applicant  has  presented  with  its  proposed  schedule  of  modified  rates 
shown  above  an  estimate  of  the  increase  in  gross  revenues  which  it 
would  derive  for  these  rates  over  actual  gross  revenues  for  the  year 
1920,  this  estimate  being  based  on  the  stations  actually  in  service  on 

67—13711 
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November  1,  1921.     The  amount  of  revenue  increase  shown  by  this 
estimate  after  deducting  IJ  per  cent  for  temporary  loss  of  subscribers 
and  for  regrading  of  subscribers  following  the  proposed  increase  in 
rates  is  $14,514.    It  does  not,  however,  take  into  account  any  increase 
in  revenue  through  possible  growth  of  the  business.     Undoubtedly 
there  should  be  some  allowance  made  for  the  purposes  for  which  this 
li  per  cent  has  been  deducted,  but  consideration  should  also  be  given 
to  such  increases  in  revenue  as  may  result  from  a  growth  in  business. 
Conditions  are  such  in  the  territory  in  which  applicant  operates  that 
in  our  opinion  the  growth  in  business  to  be  expected  will  be  limited, 
and  this  view  is  supported  by  applicant's  experience  in  former  years. 
It  seems  reasonable  to  assume,  however,  that  the  growth  in  business  will 
at  least  be  sufficient  to  offset  the  temporary  loss  of  IJ  per  cent  for  which 
applicant  has  made  allowance  in  its  estimate.    On  this  basis  the  amount 
of  revenue  increase  resulting  frord  the  proposed  rates  would  be  $16,059. 
The  actual  gross  revenues  and  operating  expenses  exclusive  of  depre- 
ciation reported  by  the  company  for  the  year  1920  were  $111,918.36 
and  $74,261.92,  respectively.    During  the  four  months  of  the  year  from 
September  1  to  December  31,  1920,  operators'  salaries  were  higher  than 
during  the  first  eight  months  of  the  year.     This  item  of  operating 
expense  will  therefore  be  greater  in  1921  than  it  was  in  1920.     The 
amount  paid  out  for  taxes  in  1921  is  also  greater  than  the  amount  paid 
out  during  1920.    Estimated  operating  expenses  for  1921,  taking  1920 
expenses  as  a  basis  after  allowing  for  necessary  increases  in  operators' 
salaries  and  taxes  and  after  certain  deductions  (consisting  of  an  adjust- 
ment in  charges  to  accidents  and  damages  and  to  automobile  hire)  to 
which  applicant  has  agreed  have  been  made  will  amount  to  $74,190.65. 
After  allowing  one-half  of  one  per  cent  of  gross  revenues  for  uncol- 
lectible revenues  and  adding  to  operating  expenses  3.3  per  cent  of  the 
value  of  the  depreciable  property  found  by  the  Commission's  engineers 
for  depreciation  annuity,  this  addition  of  $16,059  for  gross  revenues 
would  leave  a  net  income  of  $40,245.83.    This  amount  would  be  equiva- 
lent to  a  return  slightly  in  excess  of  10  per  cent  on  the  valuation  found 
by  the  Commission's  engineers,  plus  $7,000  for  working  capital,  or  7.7 
per  cent  on  the  company's  valuation. 

On  the  basis  above  referred  to,  as  to  operating  expenses  and  depre- 
ciation, the  rates  hereinafter  suggested  should  yield  a  return  of  8.24 
per  cent  on  the  valuation  found  by  the  Commission's  engineers,  had 
the  Commission  allowed  the  company's  claim  for  $7,000  for  working 
capital,  or  6.4  per  cent  on  the  company's  valuation.  Under  the  circum- 
stances in  this  case,  it  is  our  opinion  that  rates  which  will  yield  this 
amount  of  net  return  are  reasonable. 
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The  rates  suggested  are  as  follows: 
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Business        Rasidence 

eenrioe,  servlee, 

monthly  rate  monthly  rate 

wan  set  wall  set 


Redlands  Exchange. 

One-party  line 

Two-party  line 

Pour-party  line 

Eight-party  line 

Suburban  line 

Employees  — 

San  Jacinto  and  Hemet  Exchanges. 

One-party  line 


$5  00 
425 
425 
425 


Pour-party  line. 


Eight-party  line  (Block  2) 

Eight-party  line  (Block  3) 

Eight-party  line  (Block  4) 

Eight-party  line  (Block  5) 

Eight-party  line  (Block  6) 

Mountain  Lines. 

Oak  Grove  and  Idyllwild ^ - _. 

Winchester  line 

Employees  

Perris  Exchange. 

One-party  line — . 

Four-party  line , 

Eight-party  line  (Block  2) _ 

Eight-party  line  (Block  3) 

£ight-party  line  (Block  4) 

Suburban  line  (Block  5) 

Employees _ _ — . 

Elsinore  Exchange. 

One-party  line -, 

Pour-party  line — 

Ei^ht-party  line  (Block  2) 

Eight-party  line  (Block  3)— 

Eigh^party  line  (Block  4) 

Employees 


3  75 

325 

325 
350 
375 
400 
425 

4  25 
3  75 


850 
300 
300 
325 
350 


350 
300 
300 
325 
350 


$3  75 
2  75 

2  75 
275 

3  75 

1  75 

2  75 
(Block  1 
]     225 

225 
250 
2  75 
300 
325 

325 
2  75 
175 

2  75 
225 
2.25 
250 
2  75 
275 
1  75 

275 
225 
225 
250 
275 
175 


For  desk  sets  in  place  of  wall  sets  add  25  cents  per  month  to  each  of  the  rates 
quoted  above. 

The  following  order  is  recommended : 

ORDER. 

Southwestern  Home  Telephone  Company  having  applied  to  the  Rail- 
road Commission  for  an  order  authorizing  said  company  to  establish 
certain  increased  rates,  tolls,  rentals  and  charges;  public  hearings  hav- 
ing been  held;  the  case  having  been  submitted,  and  the  matter  being 
now  ready  for  decision ; 

It  %8  hereby  oi^ered,  that  Southern  Home  Telephone  Company  be 
and  it  is  hereby  authorized  to  publish  and  file  with  this  Commission 
within  thirty  (30)  days  from  the  date  of  this  order  and  to  make  effec- 
tive on  and  after  January  1,  1922,  the  schedule  of  rates  set  forth  in 
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the  opinion  preceding  this  order  as  suggested  rates,  subject  to  the 
conditions  following: 

1.  The  rates  herein  authorized  shall  be  subject  to  the  same  discounts 
for  advance  payment  as  are  at  present  in  effect. 

2.  All  of  the  rates  and  all  of  the  rules  and  regulations  affecting  rates 
now  in  effect  other  than  those  provided  for  in  the  schedule  herein 
authorized  shall  be  continued  in  effect  until  or  unless  otherwise  author- 
ized by  the  Commission. 

3.  Efficient  and  adequate  telephone  service  shall  at  all  times  be  pro- 
vided to  all  subscribers. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-first  day  of  Decem- 
ber, 1921. 

Decision  No.  9911. 

IN  THE  MATTER  OF  THE  APrLICATION  OF  THE  PULLMAN  WATER 
COMPANY  FOR  AUTHORITY  TO  INCREASE  RATES  FOR  DOMES- 
TIC WATER  SERVICE. 


Application  No.  7301. 
Decided  December  23,  1921. 


Wateb  Utility — Readiness  to  Sebve  Ciiabge — Monthly  Minimum  Chabge. — 
It  appears  that  on  this  system  the  present  form  of  rate,  consisting  of  service 
charge,  plus  a  charge  for  water  used,  is  not  generally  understood  by  the  con- 
sumers and  is  frequently  a  source  of  discord.  In  this  case,  th?  present  form 
of  rate  is  eliminated  and  the  new  schedule  computed  on  a  monthly  minimum 
charge. 

C.  A.  Odell  and  Faulkner  and  Faulkner^  for  Applicant. 

D.  J.  Hall  for  City  of  Richmond. 
John  A.  Miller^  for  certain  consumers. 

Benedict,  Commissioner. 

OPINION. 

In  this  proceeding  the  Pullman  Water  Company,  owned  by  Fred 
Myers,  asks  authority  to  increase  rates  for  water  supplied  to  consumers 
in  Richmond  and  vicinity.  Contra  Costa  County. 

The  application  alleges  in  effect  that  the  present  rates,  established 
by  this  Commission  in  its  Decisions  No.  7494,  No.  7905  and  No.  8591, 
do  not  yield  suflficient  revenue  to  cover  maintenance  and  operating 
expense,  an  allowance  for  depreciation,  and  a  reasonable  return  upon 
the  investment.  The  Commission  is  asked  to  authorize  the  collection  of 
the  following  rates  :• 

A  "ready  to  serve  charge,"  per  month $1  00 

For  all  water  used,  in  addition  to  the  ''ready  to  serve  charge,"  per  100  cubic 

feet    50 

Unmetered  or  flat  rate  charge,  per  month 2  00 
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A  piibiio  hearing  was  held  at  Richmond,  of  which  all  interested 
parties  were  notified  and  given  an  opportunity  to  be  present  and  to  be 
heard. 

This  water  system  consists  of  four  pumping  plants,  about  144,000 
feet  of  distribution  mains,  ranging  in  size  from  2  inches  to  4^  inches 
in  diameter,  and  two  tanks  for  storage  and  regulation  of  the  supply. 
There  are  317  consumers  served,  58  per  cent  of  whom  are  metered. 

Applicant  did  not  present  an  appraisal  of  the  property  but  based  his 
entire  case  upon  the  reports  of  the  Commission's  engineers,  filed  in 
previous  proceedings  in  which  the  utility  was  involved. 

Mr.  C.  H.  Monett,  one  of  the  Commission's  hydraulic  engineers,  pre- 
sented a  report  which  stated  in  effect  that  the  system  w^as  so  largely 
overbuilt  that  a  return  based  upon  the  entire  original  cost  of  the  system 
would  result  in  a  rate  beyond  the  ability  of  the  consumer  to  pay.  His 
estimate  of  a  reasonable  rate  base  for  the  purpose  of  this  proceeding, 
after  giving  consideration  to  the  overbuilding  of  the  plant  and  the  com- 
pensation received  for  piping  certain  real  estate  subdivisions,  was 
$18,350.  Depreciation  annuity  was  calculated  by  the  sinking  fund 
method  at  6  per  cent  and  amounts  to  $689,  while  a  reasonable  main- 
tenance and  operating  expense  was  shown  as  $4,983. 

The  total  annual  charges,  based  upon  the  foregoing  figures,  are 
$7,140,  while  the  revenues  for  the  year  1920  amounted  to  $4,953.  It 
is,  therefore,  evident  that  applicant  is  entitled  to  an  increase  in  rates. 

In  order  to  produce  the  foregoing  annual  charges,  the  present  rates 
would  have  to  be  increased  an  average  of  44  per  cent  and  would  place 
too  heavy  a  burden  upon  the  water  users,  therefore  the  rate  schedule 
set  out  in  the  accompanying  order  is  designed  to  do  substantial  justice 
to  both  the  utility  and  the  consumers. 

The  present  schedule  of  rates  in  effect  is  as  follows: 

Monthly  meter  rates. 

Service  charge — 

For  each  meter  in  use $0  50 

Quantity  rates — 

From  0  to  50,000  cubic  feet,  per  100  cubic  feet 23 

Over  50,000  cubic  feet,  per  100  cubic  feet 19 

Monthly  flat  rates. ^ 

For  residences  of  not  more  than  five  rooms  with  one  bath  and  toilet 1  40 

For  each  additional  room 10 

For  each  additional  bath  or  toilet 15 

For  each  private  bam,  with  not  more  than  one  horse  or  cow 50 

For  each  additional  hoi-se  or  cow 20 

Private  boarding  houses,  for  each  boarder  in  addition  to  the  family 10 

Irrigation  of  lawns,  shrubbery,  gardens,  etc.,  per  100  square  feet 03 

Stores  or  shops,  according  to  size $1  00  to  3  00 

Municipal  fire  hydrants,  2-inch  and  larger 1  00 

Sewer  flushing,  street  sprinkling  and  all  other  municipal  use  at  the  meter  rate. 

It  appears  that  on  this  system  the  present  form  of  rate,  consisting 
of  service  charge  plus  a  charge  for  water  used,  is  not  generally  under- 
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stood  by  the  consumers  and  is  frequently  a  source  of  discord  and  does 
not  promote  harmonious  relations  between  the  utility  and  the  con- 
sumers. Under  the  circumstances  I  believe  it  advisable  to  eliminate 
the  present  form  of  rate  and  to  compute  the  new  schedule  upon  the 
basis  of  a  monthly  minimum  charge. 
I  submit  the  following  form  of  order : 

ORDER. 

The  Pullman  Water  Company  having  made  application  in  the  above 
entitled  matter,  a  public  hearing  having  been  held  thereon,  and  the 
matter  having  been  submitted : 

It  is  hereby  found  as  a  fact  that  the  rates  now  charged  by  Pullman 
Water  Company  for  water  delivered  to  its  consumers  are  unjust  and 
unreasonable  in  so  far  as  they  differ  from  the  rates  herein  established 
and  that  the  rates  herein  established  are  just  and  reasonable  rates  for 
such  service; 

And  basing  the  order  upon  the  foregoing  finding  of  fact  and  upon 
the  statements  of  fact  contained  in  the  preceding  opinion; 

It  is  hereby  ordered,  that  Pullman  Water  Company  be  and  it  is 
hereby  ordered  and  directed  to  file  with  this  Commission  within  twenty 
days  from  the  date  of  this  order  the  following  schedule  of  rates  to  be 
charged  for  water  delivered  to  its  consumers,  such  rates  to  be  eflfective 
for  all  service  rendered  subsequent  to  January  31,  1922 : 

Schedule  of  Monihly  Meter  Rates, 

Monthly  minimum  charges : 

For     |-inch   meters $1  50 

For     f-inch  meters 1  75 

For  1  -inch  meters 2  00 

For  li-inch   meters 3  00 

For  2  -inch   meters : 4  00 

For  all  water  used : 

From  0  to  5000  cubic  feet,  per  100  cubic  feet 40 

Over  5000  cubic  feet,  per  100  cubic  feet 36 

Monthly  flat  rate  schedule: 

For  residences  of  not  more  than  five  rooms 1  25 

For  each  additional   room 10 

For  each  bath  tub  or  toilet 25 

For  each  private  bam,  with  not  more  than  one  horse  or  cow 50 

For  each  additional  horse  or  cow 25 

For  each  private  garage,  with  not  more  than  one  automobile 35 

For  each  additional   automobile 25 

Private  boarding  houses,  for  each  boarder  in  addition  to  the  family 10 

Irrigation  of  lawns,  shrubbery,  gardens,  etc.,  per  100  square  feet 04 

Stores  or  shops,  according  to  size ^1  25  to  3  00 

Municipal  fire  hydrants,  2-inch  and  larger 1  00 

Sewer  flushing,  street  sprinkling,  and  all  other  municipal  use  at  the  meter  rates. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  DecCTa- 
ber,  1921. 
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Decision  No.  9913. 
in  the  matter  of  the  application  of  w.  d.  greer,  owning 

THE  W.  D.  GREER  STAGE  LINE,  TO  SELL,  AND  CHARLES  A. 
HARE  TO  PURCHASE,  EQUIPMENT  AND  OPERATIVE  RIGHTS 
AUTHORIZING  THE  OPERATION  OF  AUTOMOBILE  STAGE  SERV- 
ICE BETWEEN  BAKERSFIELD,  FAMOSO,  LOST  HILL«,  PISMO. 
AND  INTERMEDIATE  POINTS,  AND  BETWEEN  TAFT,  MoKIT- 
TRICK,  LOST  HILLS  AND  INTERMEDIATE  POINTS. 


Application  No.  7388. 
Decided  December  23,  1921. 


Motor  Transpobtation — Operative  *  Rights — Speculation  Therein. — ^The  prac- 
tice of  speculating  in  operative  rights  is  condemned.  The  Commission 
announces  that  it  will  look  with  disfavor  upon  any  application  to  transfer 
an  automobile  stage  or  truck  line  wherein  the  consideration  to  be  paid  for 
the  intangible  property  rights  is  of  such  amount  as  to  appear  not  warranted 
under  the  circumstances. 

H.  A,  Loveland,  for  Applicant. 

By  the  Commission. 

OPINION. 

In  the  application  entitled  as  above  W.  D.  Greer,  doing  business 
under  the  fictitious  name  of  W.  D.  Greer  Stage  Line,  and  Charles  A. 
Hare,  jointly  petition  the  Railroad  Commission  for  an  order  authorizing 
W.  D.  Greer  to  sell,  and  Charles  A.  Hare  to  purchase,  certain  operative 
rights  at  present  owned  by  W.  D.  Greer,  authorizing  the  operation  of 
an  automobile  stage  line,  together  with  equipment,  office  furnishings, 
etc.,  used  in  such  business. 

A  hearing  was  held  upon  the  above  entitled  application  before 
Examiner  Satterwhite  on  December  15,  1921,  at  San  Francisco  at 
which  time  the  matter  was  submitted  and  it  is  now  ready  for  decision. 

The  operative  rights  herein  proposed  to  be  transferred  include  the 
following: 

Decision  No.  7352,  in  Application  No.  5020,  authorizing  W.  D.  Greer  to  operate 
an  automobile  stage  line  as  a  common  carrier  of  passengers,  package  and  express 
between  Pismo,  San  Luis  Obispo  County,  and  McKittrick,  Kern  County,  via  Paso 
Robles,  Shandon  and  I^ost  Hills,  but  prohibiting  the  transportation  of  passengers 
between  Pismo  and  Paso  Robles  and  intermediate  points. 

Decision  No.  7511,  in  Application  No.  5530,  authorizing  the  Western  Auto  Stage 
Company,  Incorporated,  to  transfer  to  W.  D.  Greer  operative  rights  authorizing 
the  operation  of  automobile  passenger  service  between  the  city  of  Taft,  Kern 
County,  and  San  Luis  Obispo  and  Pismo  Beach,  San  Luis  Obispo  County. 

Decision  No.  7735,  in  Application  No.  5504,  authorizing  W.  D.  Greer  to  operate 
an  automobile  stage  line  as  a  common  carrier  of  througii  passengers  and  baggage 
between  Lost  Hills  and  Bakersfield,  but  prohibiting  the  operation  of  local  service 
between  Lost  Hills,  Wasco  and  Bakersfield. 

Decision  No.  7917,  in  Application  No.  5922,  authorizing  W.  D.  Greer  to  operate 
automobile  passenger  service  between  Lost  Hills,  Associated  Camp,  General  Petro- 
leum Camp  and  Belridge  Camp. 

Decision  No.  8568,  in  Application  No.  6247,  authorizing  W.  D.  Greer  to  operate 
an  automobile  stage  line  as  a  common  carrier  of  passengers  between  Lost  Hills, 
Wasco,  Bakersfield  and  intermediate  points. 
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Decision  No.  9442,  in  Application  No.  6832,  aathorizing  W.  D.  Greer  to  operate 
an  automobile  stage  line  as  a  common  carrier  of  passengers  between  Fellows  and 
McKittrick,  serving  as  intermediate  points  Santa  Fe  Camp,  American  Oil  Fields 
and  Shale. 

Consideration  to  be  paid  for  the  property  herein  proposed  to  be 
transferred  is  given  as  the  sum  of  $18,000  divided  as  follows:  Equip- 
ment $8,000,  oflSce  furniture,  fixtures,  etc.,  $4,000,  good  will  and  fran- 
chises $6,000.  The  application  states  that  the  equipment  consists  of 
two  Packard  automobiles.  This  was  later  amended  by  testimony  of 
applicant  to  include  in  addition  thereto  one  Cadillac  eight.  Applicant 
testified  that  the  value  of  the  Cadillac  was  $3,500  and  the  value  of  the 
two  Packard  machines  approximately  $^,250  each.  Furniture,  fixtures, 
etc.,  include  sign  boards,  tickets,  desks,  stamping  machines  and  mis- 
cellaneous oflSice  equipment  and  supplies  at  pres^it  owned  by  W.  D. 
Greer  and  distributed  among  the  twelve  stations  which  he  operates  in 
connection  with  his  present  service. 

Applicant  Greer  testified  that  the  Commission  authorized  the  Western 
Auto  Stage  Company,  Inc.,  to  transfer  to  him  their  operative  right 
between  McKittrick  and  Pismo  for  the  sum  of  $6,000;  that  under  the 
present  proceeding,  he  proposes  to  sell  not  only  such  operative  right, 
but  such  additional  rights  as  he  has  acquired  before  and  subsequent  to 
sudi  trausfer  for  like  amount.  This  siun  to  include  all  prepaid  local 
licenses,  motor  vehicle  licenses,  taxes,  etc.,  covering  his  entire  presen*: 
operation. 

There  is  no  question  buit  that  the  consideration  to  be  paid  for  the 
property  herein  proposed  to  be  transferred  is  in  excess  of  the  actual 
value  of  the  physical  property.  This  fact  was  called  to  the  attention  of 
the  proposed  purchaser  at  the  hearing  in  this  proceeding  at  which 
time  it  was  explained  to  him  that  the  consideration  paid  by  the  pur- 
chaser of  public  utility  property  was  in  no  way  binding  upon  this 
Commission  as  a  measure  of  value  for  rate  fixing  or  any  other  purposes. 
Irrespective  of  such  fact  the  proposed  purchaser,  who  is  a  public 
accountant  in  the  city  of  Bakersfield,  stated  that  he  had  audited  the 
books  of  accounts  of  the  W.  D.  Greer  Stage  Line  for  the  psat  two  years 
and  was  perfectly  willing  to  purchase  such  properties  under  the  above 
conditions. 

The  Commission  desires  to  call  attention  at  this  time  to  a  condition 
which  has  developed  in  the  motor  carrying  industry  wherein  it  appears 
that  applications  are  filed  with  this  Commission  for  franchises  author- 
izing the  operation  of  either  passenger  or  truck  lines;  that  the  appli- 
cants do  not  intend  to  engage  in  such  business  in  good  faith,  but  merely 
to  acquire  a  certificate,  operate  the  service  for  a  limited  period  of 
time  until  a  purchaser  can  be  found  who  will  not  only  pay  a  reasonable 
value  for  the  actual  physical  properties  proposed  to  be  transferred, 


Digitized  by 


Google 


CALIFORNIA  RAILROAD  COMMISSION  DECISIONS.  1065 

but  a  considerable  amount  in  addition  thereto  for  the  operative  rights, 
which  operative  rights  were  granted  by  the  state  to  the  original  appli- 
cant without  charge.  Such  practice  must  be  stopped,  as  no  dependable 
transportation  system  can  ever  be  established  when  individuals  are 
permitted  to  speculate  in  operative  rights  authorizing  the  establish- 
ment and  operation  of  transportation  lines.  The  Commission  will  here- 
after look  with  disfavor  upon  any  application  to  transfer  an  automobile 
stage  or  truck  line  wherein  the  consideration  to  be  paid  for  the  intan- 
gible property  rights  is  of  such  amount  as  to  appear  not  warranted 
under  the  cil'cumstances  surrounding  its  original  acquisition,  but  finds 
it  difficult  to  lay  down  a  hard  and  fast  rule,  preferring  rather  to  judge 
of  each  application  upon  its  own  statement  of  facts. 

ORDER. 

A  hearing  having  been  held  in  the  above  entitled  application,  evidence 
submitted  and  the  Commission  being  fully  advised ; 

It  is  hereby  ordered,  that  the  above  entitled  application  be  and  the 
same  hereby  is  granted  subject  to  the  following  conditions: 

1.  That  the  consideration  to  be  paid  for  the  property  herein  proposed 
to  be  transferred  shall  never  be  urged  before  this  Commission  or  any 
other  rate  fixing  body  as  a  measure  of  value  for  rate  fixing  or  any  pur- 
poses other  than  the  transfer  herein  authorized. 

2.  That  applicant  W.  D.  Greer,  owning  the  W.  D.  Greer  Stage  line, 
shall  immediately  cancel  all  tariff  of  rates  and  time  schedules  now  on 
file  with  the  Railroad  Commission,  such  cancellation  to  be  in  accordance 
with  the  provisions  of  General  Order  No.  51  and  other  regulations  of 
the  Railroad  Commission. 

3.  That  applicant  Charles  A.  Hare  shall  immediately  file  tariff  of 
rates  and  time  schedule,  in  duplicate,  in  his  own  name,  or  adopt  as  his 
own  the  tariffs  and  time  schedules  heretofore  filed  with  the  Railroad 
Commission  by  applicant  W.  D.  Greer,  all  rates  and  time  schedules 
to  be  identical  with  those  filed  by  applicant  Greer. 

4.  That  the  rights  and  privileges  herein  authorized  to  be  transferred 
may  not  be  discontinued,  sold,  leased,  transferred  nor  assigned  unless 
the  written  consent  of  the  Railroad  Commission  to  such  discontinuance, 
sale,  lease,  transfer  or  assignment  has  first  been  secured. 

5.  That  no  vehicle  may  be  operated  by  the  applicant  Charles  A.  Hare, 
unless  such  vehicle  is  owned  by  said  applicant  or  is  leased  by  him  under 
a  contract  or  agreement  on  a  basis  satisfactory  to  the  Railroad  Com- 
mission. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of 
December,  1921. 
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Decision  No.  9914. 

IN    THE    MATTER    OP    THE    APPLICATION    OF    SANTA    MARIA    GAS 
COMPANY    FOR    AUTHORITY    TO    INCREASE    RATES. 


Application  No.  6442. 
Decided  December  23,  1921. 


Gas  Utility — Segbegation  of  Investment  and  Operating  Expense — Effect  oK 
Rates. — Where  a  utility  serves  two  communities  under  different  conditions  of 
cost  of  investment  and  service,  a  segregation  of  cost  may  be  justified.  In  this 
case  it  is  held  that  the  city  of  Santa  Maria  is  entitled  to  some  benefit  on 
account  of  its  nearness  to  the  oil  fields  from  which  gas  is  obtained. 

Rates — Competition. — WTiile  it  is  held  that  competition  is  not  in  general  an  advis- 
able thing,  it  is  pointed  out  that  in  the  present  case  Santa  Maria  Gas  Company 
can  not  expect  to  have  its  rates  unreasonably  raised  when  it  had  been  willing 
in  the  past,  under  competitive  conditions,  to  operate  at  a  lesser  charge. 

C.  L.  Preiikcr,  City  Attorney,  for  the  City  of  Santa  Maria. 

Chickering  and  Gregory ^  by  Evan  WilliamB^  for  Santa  Maria  Gas  Company. 

C  P,  Kaeizel  and  W.  T,  SJUpsey,  for  City  of  San  Luis  Obispo. 

By  the  Commission. 

OPINION  ON  REHEARING. 

On  August  31,  1921,  this  Commission  rendered  its  Decision  No.  9443 
in  the  matter  of  the  application  of  Santa  Maria  Gas  Company  for 
increase  in  rates,  establishing  new  and  increased  schedules  of  rates  to 
be  eflfective  October  1,  1921.  On  September  16,  1921,  the  city  of  Santa 
Maria  filed  its  petition  for  rehearing  in  the  above  entitled  application, 
alleging  that  the  rates  fixed  for  the  sale  of  domestic  gas  as  set  forth  in 
Schedule  No.  1  in  Decision  No.  9443  for  service  in  the  city  of  Santa 
Maria  are  in  excess  of  reasonable  rates  which  should  be  charged  for 
the  service  in  said  city,  requesting  that  rehearing  be  granted  and  the 
Decision  No.  9443  be  vacated  and  that  rates  be  established  for  the  city 
of  Santa  Maria  based  upon  the  cost  of  rendering  service  by  the  Santa 
Maria  Gas  Company.  On  September  29,  1921,  the  Commission  issued 
an  order  granting  the  petition  for  rehearing  and  ordering  that  during 
the  pendency  of  the  proceedings  on  said  rehearing  the  enforcement  of 
the  order  in  Decision  No.  9443  be  stayed  upon  the  following  terms  and 
conditions,  to  wit: 

1.  The  applicant  shall  be  entitled  to  collect  from  its  consumers  rates  in  accord- 
ance with  the  schedules  set  forth  in  said  order,  and,  in  event  of  a  modification  of 
said  rates  upon  rehearing,  applicant  shall  refund  to  its  consumers  the  excess,  if  any, 
of  the  amounts  thus  collected  above  the  rates  determined  upon  rehearing. 

The  city  of  Santa  Maria  does  not  question  in  its  petition  for  rehear- 
ing the  total  return  which  the  Commission  found  that  Santa  Maria 
Gas  Company  was  entitled  to  receive  but  urges  that  the  rate  for  domes- 
tic service  charged  in  the  city  of  Santa  Maria  is  in  excess  of  a  reasonable 
rate  and  should  be  reduced.  As  a  basis  for  its  petition  for  rehearing 
the  city  of  Santa  Maria  urges :  that  it  is  located  much  closer  to  the  oil 
fields  from  which  the  natural  gas  is  obtained  than  is  San  Luis  Obispo 
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or  the  territory  adjacent  thereto;  that  the  gas  company's  investment 
and  operating  expenses  for  serving  the  Santa  Maria  district  are  much 
lower  than  required  in  the  San  Luis  Obispo  district  and  that  the  small 
differential  in  rates  between  the  two  districts  as  fixed  by  the  Commis- 
sion in  Decision  No.  9443  does  not  reasonably  reflect  the  differential 
in  cost  of  service.  The  rates  fixed  for  domestic  service  in  Decision  No. 
9443  were,  for  the  city  of  Santa  Maria,  five  cents  per  thousand  cubic 
feet  less  than  for  the  city  of  San  Luis  Obispo. 

A  segregation  of  the  investment  of  the  Santa  Maria  Gas  Company 
chargeable  to  the  two  districts  made  by  the  Commission's  engineers 
and  submitted  at  the  time  of  the  application  for  rehearing,  showed  a 
materially  lower  investment  per  consumer  chargeable  to  the  Santa 
Maria  district  than  in  the  San  Luis  Obispo  district.  It  was  pointed 
out,  however,  that  the  gas  system  in  the  Santa  Maria  district  was  in 
general  constructed  at  a  time  of  relatively  low  costs  and  was  con- 
structed of  second-hand  pipe,  thus  making  the  investment  considerably 
lower  than  were  new  pipe  installed.  This  condition  is  requiring  much 
greater  expenditures  for  maintenance  and  replacement  at  this  time  in 
the  Santa  Maria  district  than  in  the  San  Luis  Obispo  district.  Esti- 
mates were  also  submitted  of  the  cost  of  gas  service  in  the  two  com- 
munities based  upon  a  segregation  of  capital  and  a  segregation  and 
proration  of  operating  expenses  between  the  two  districts.  These 
tables  show  that  upon  the  segregation  submitted,  if  these  be  considered 
as  the  only  measure  of  the  differential  in  rates,  the  average  domestic 
rates  for  the  Santa  Maria  district  should  be  $1.16  and  for  the  San  Luis 
Obispo  district  $1.33,  a  total  difference  upon  an  arbitrary  segregation 
of  costs  of  17  cents.  These  amounts  were  obtained  by  deducting  from 
the  total  segregated  cost  of  service  the  estimated  revenue  to  be  received 
from  the  sale  of  gas  for  industrial  purposes,  rates  for  which  are  largely 
dependent  on  the  price  of  oil  or  other  competitive  fuels  and  the  service 
to  which  is  secondary  to  the  domestic  and  commercial  service. 

Representatives  of  the  city  of  Santa  Maria  submitted  exhibits  at  the 
hearing  on  petition  for  rehearing  making  a  different  segregation  of  the 
investment  and  operating  expenses.  Based  upon  the  segregation  made 
by  the  city  of  Santa  Maria  it  was  urged  that  the  average  cost  for  the 
Santa  Maria  district  for  domestic  service  would  be  approximately  82 
cents  per  thousand  cubic  feet  and  for  San  Luis  Obispo  $1.62.  In  the 
segregation  made  the  representatives  of  the  city  of  Santa  Maria  have 
apparently  gone  to  the  extreme  in  attempting  to  charge  all  possible 
costs  to  San  Luis  Obispo.  On  the  basis  of  Santa  Maria's  contention 
that  it  does  not  question  the  total  return,  its  suggestion  herein  is  that 
the  city  of  San  Luis  Obiapo  rates  should  be  raised  approximately  60 
per  cent  and  its  rates  should  be  reduced. 

.  The  city  of  Santa  Maria  is  entitled  to  some  benefit  on  account  of  its 
nearness  to  the  oil  fields  from  which  the  gas  is  obtained.    It  probably 
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should  not  be  required  to  pay  more  than  it  could  reasonably  be  required 
to  pay  were  it  served  entirely  separate  and  distinct  from  the  service 
to  San  Luis  Obispo.  To  any  extent  that. the  rates  are  less  than  this 
amount,  due  to  the  combination  of  the  two  services,  the  city  of  Santa 
Maria  is  benefited.  Sound  public  policy,  however,  does  not  sanction 
such  a  proposal  as  made  by  Santa  Maria. 

Further  study  of  the  estimates  submitted  by  the  Ck)mmission's  engi- 
neers shows  that  an  error  was  made  in  estimating  the  revenue  to  be 
received  from  industrial  sales,  the  average  rate  used  for  144,000,000 
cubic  feet  estimated  being  28  cents.  These  sales  covered  60,000,000 
cubic  feet  to  San  Joaquin  Light  and  Power  Corporation's  steam  plant 
at  15  cents  per  thousand  cubic  feet,  60,000,000  cubic  feet  to  industrial 
consumers  at  approximately  30  cents  per  thousand  cubic  feet,  and 
24,000,000  to  Union  Sugar  Company  at  21  cents  per  thousand  cubic 
feet.  The  average  price  to  be  received  is,  therefore,  22  cents  instead 
of  28  cents  per  thousand  cubic  feet.  Making  the  correction  for  this 
item  and  the  addition  of  $2,400  for  pipe  line  rentals  brings  the  average 
rate  to  be  received  from  the  sale  of  gas  for  domestic  and  commercial 
purposes  to  $1.30  per  thousand  cubic  feet  for  the  entire  territory — 
$1.22  for  Santa  Maria  district  and  $1,365  for  San  Luis  Obispo  district, 
based  on  the  Commission's  engineers  segregation. 

It  appears  that  with  the  exception  of  the  correction  above  made  and 
the  possible  segregation  of  certain  items  of  transmission  capital  and 
operating  expenses  the  divisions  of  cost  made  by  the  Commission's 
engineers  are  reasonable.  The  segregation  as  to  operating  expenses  in 
general  gives  to  Santa  Maria  the  benefit  of  the  larger  business  resulting 
from  the  serving  of  greater  territory. 

The  estimates  submitted  by  the  city  of  Santa  Maria  are  found  not 
to  represent  a  fair  and  unbiased  view  of  the  situation.  On  the  basis 
suggested  by  the  city  of  Santa  Maria  any  reduction  in  the  rates  in 
Santa  Maria  must  result  in  an  increase  in  rates  in  the  San  Luis  Obispo 
district,  and  it  m  very  apparent  that  the  representatives  of  the  city  of 
Santa  Maria  are  willing  that  this  occur. 

We  conclude  that  an  average  revenue  of  $1.22  per  thousand  cubic 
feet  is  reasonable  for  domestic  and  commercial  gas  service  in  the  Santa 
Maria  district,  and  that  no  real  prejudice  will  be  suffered  by  that  dis- 
trict under  such  rates.  The  rates  for  domestic  and  commercial  service 
for  .the  city  of  Santa  Maria  will  be  reduced  5  cents  per  thousand  cubic 
feet  for  the  first  15,000  cubic  feet  per  meter  per  month  below  that  here- 
tofore fixed.  With  this  reduction  the  average  i*ate  of  $1.22  per  thou- 
sand cubic  feet  will  be  obtained. 

The  rates  in  San  Luis  Obispo  will  not  as  at  present  fixed  give  Santa 
Maria  Gas  Company  a  full  return  on  the  property  chargeable  to  that 
district. 


Digitized  by 


Google 


CALIPORNU  RAILROAD  COMMISSION  DECISIONS.  1069 

Santa  Maria  Gas  Company  of  its  own  volition  entered  San  Luis 
Obispo  and  charged  a  rate  of  $1  per  thousand  cubic  feet  for  domestic 
service  for  several  years  in  competition  with  another  company.  It 
apparently  of  its  own  free  will  saw  fit  to  purchase  the  properties  of  the 
other  company.  The  territory  was  at  that  time  receiving  good 
service  under  competitive  conditions  at  the  rate  of  $1  per  thousand 
cubic  feat.  Santa  Maria  Gas  Company  does  not  guarantee  to  give  any 
better  service  to  the  public  than  they  have  been  receiving.  Although 
competition  is  not  in  general  an  advisable  thing,  Santa  Maria  Gas  Com- 
pany can  not  expect  to  have  its  rates  unreasonably  raised  when  it  had 
been  willing  in  the  past,  under  competitive  conditions,  to  operate  at  a 
lesser  charge.  It  is  its  duty  to  operate  under  the  rates  heretofore  fixed 
})y  the  Commission  in  Decision  No.  9443  for  service  in  San  Luis  Obispo, 
which  we  find  are  all  that  reasonably  should  be  charged  at  this  time  for 
the  service,  and  increase  its  return  by  increased  efficiency  and  increased 
sales  of  gas. 

ORDER. 

The  city  of  Santa  Maria  having  filed  petition  for  rehearing  in  the 
above  entitled  matter,  rehearing  having  been  granted  and  the  matter 
having  been  submitted  and  being  now  ready  for  decision : 

The  Railroad  Commission  hereby  finds  as  a  fact  that  the  rates  for 
domestic  gas  service  of  the  Santa  Maria  Gas  Company  in  the  city  of 
Santa  Maria,  set  forth  in  Decision  No.  9443  as  Schedide  No.  1,  should 
be  revised  and  modified  as  set  forth  herein,  and  that  Schedule  No.  1 
set  forth  herein  is  a  just  and  reasonable  schedule  of  rates  for  domestic 
gas  service  in  the  city  of  Santa  Maria,  and  that  the  rates  set  forth  in 
Decision  No.  9443  or  as  modified  and  on  file  with  the  Commission  at 
this  time  other  than  Schedule  No.  1  are  just  and  re^onable  rates  to 
be  charged  for  the  service  specified  therein. 

Basing  its  order  on  the  foregoing  findings  of  fact  and  the  findings 
of  fact  contained  in  the  opinion  which  precedes  this  order; 

It  is  hereby  ordered,  that  Santa  Maria  Gas  Company  charge  and  col- 
lect for  gas  service  in  the  City  of  Santa  Maria  and  to  consumers  along 
Orcutt  road  and  in  the  town  of  Orcutt,  as  specified  in  Schedule  No.  1 
herein,  the  rates  and  charges  as  specified  therein,  such  rates  and  charges 
to  be  effective  for  all  meter  readings  taken  on  and  after  December  12, 
1921. 

SCHEDULE  No.  1. 
General  Scri'ice, 

Applicable  to  domestic  and  commercial  service  for  heating,  cooking  and  lighting. 

Territory, 

Applicable  to  towns  of  Santa  Maria  and  Orcutt  and  consumers  along  Orcutt  road. 

Rate. 

First         5,000  cubic  feet  per  meter  per  month $1  20  per  M  cubic  feet 

Next        45,000  cubic  feet  per  meter  per  month 1  10  per  M  cubic  feet 

All  over  50,000  cubic  feet  per  meter  per  month 1  00  per  M  cubic  feet 

Minimum  charge  $1.00  per  meter  per  month. 
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Special  Conditions, 

Consumers  served  under  this  schedule  have  priority  in  the  use  of  gas  over  con- 
sumers served  under  Schedules  Nos.  4,  5  or  6  (see  Decision  No.  9443)  at  times 
when  there  is  insufficient  gas  to  supply  the  demands  of  all  consumers. 

It  is  hereby  further  ordered: 

1.  That  the  order  in  Decision  No.  9443  in  Application  No.  6442 
except  as  herein  specifically  modified  is  continued  in  full  force  and 
effect. 

2.  That  in  accordance  with  the  Commission's  order  granting  rehear- 
ing in  this  matter,  dated  September  29,  1921,  Santa  Maria  Gas  Com- 
pany credit  or  refund  to  its  consumers  in  Santa  Maria  and  along  Orcutt 
road  and  in  the  town  of  Orcutt  the  amount  of  money  charged  in  excess 
of  that  determined  under  the  rates  herein  specified  during  the  period 
since  the  effective  date  of  Decision  No.  9443  on  October  1,  1921. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Decem- 
ber, 1921. 


Decision  No.  9915. 

MOTOR  CARRIERS*  ASSOCIATION   (A  VOLUNTARY  ASSOCIATION) 

VS. 

Mccormick  steamship  line,  j.  l.  criswell,  h.  johnson,  j.  w. 
ashford,  zeck  cigar  company,  chas.  sansome,  t.  e.  hut- 
son,  h.  marcoux,  the  ambassador  transfer  and  storage 
company,  dixon  transfer  and  storage  company,  john 
doe  murphy,  c.  christie,  t.  o.  frasibr,  c.  w.  bowman, 
richard  roe  fowler,  harry  cob  reed,  frank  r.  freitas, 
HARRY  Mcdonald,  harry  doe  ammon,  f.  Rhodes,  g.  l.  den- 

NISON,  CHAS.  W.  DYSON,  JAS.  A.  SANGUINBTTI,  N.  J.  FERRAND, 
RICHARD  WEBB,  J.  E.  GURNEY,  JACK  M.  L.  HALL,  DEWEY  W. 
THOMAS,  C.  W.  VROOM,  C.  E.  MURRAY,  JOS.  A.  GREEN,  SOL  DAVIS, 
JOHN  DOE  SANDERS,  E.  H.  JOHNSON,  M.  C.  SMITH,  MRS.  ETHEL 
EAKIN,  AUGUSTA  JUENEMANN,  J.  E.  GURNEY,  J.  M.  FOWLER, 
R.  L.  RITTER. 


Case  No.  1638. 
Decided  December  23,  1921. 


Tbanspobtation  Companies — Rent  Cab  Service— Common  Cabbiebs— Facts 
Detebmine  Type  of  Sebvice, — The  contention  of  defendants  that  chapter  213, 
Statutes  of  1917,  does  not  apply  to  their  operations,  claimed  to  be  a  rent  car 
service,  is  not  sustained.  Occasional  and  infrequent  trips  do  not  change  the 
character  of  their  essential  operation,  which  was  found  to  be  the  transporta- 
tion of  persons  or  property  for  compensation  over  a  regular  route  or  between 
fixed  termini. 

Occasional  Tbips — Shabing  Expenses — Good  Faith. — It  is  held  that  it  is  not 
violative  of  chapter  213,  Statutes  of  1917,  to  advertise  for  passengers  to  share 
the  expense  of  a  pleasure  or  business  trip,  undertaken  in  good  faith  when  the 
person  so  doing  does  not  hold  himself  out  as  engaged  in  the  business  of  trans- 
portation  over  a  regular  route  or  between  fixed  termini. 

Agents,  Employes,  Liability  of. — In  this  case  it  is  held  that  defendants  who 
booked  passengers,  accepted  deposits  and  gave  receipts  for  illegal  operation 
acted  in  violation  of  the  Automobile  Transportation  Act. 
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Fbeiqht  Cabbiebs — IBKEGULAR  Opekation — Hestbicteo  Sebvice. — It  is  held  that 
motor  freight  carriers  holding  themselves  out  as  being  regularly  engaged  in 
the  business  of  the  transportation  of  property  for  compensation  over  a  regular 
route  or  between  fixed  termini,  can  not  escape  the  provisions  of  the  Automo- 
bile Transportation  Act  by  irregular  trips  or  by  confining  their  operations 
to  a  particular  class  of  commodities. 

N.  C.  FoUom  and  Nutter,  Hancock  and  Rutherford,  for  Motor  Carriers'  Association, 

Complainant. 
Joseph  A.  Brown,  for  Carl  Freitas,  William  J.  Carr,  F.  R.  Freitas,  T.  O.  Frasier, 

C.   W.  Bowman,  Claude  Christie,  Jack   Hall,   Charles  Sansome,  C.  R.  Peck, 

Charles  B.   Eakin,  D.  W.  Thomas,  H.   W.  Cummings,  J.  E.  Gumey,  W.  J. 

Schrader,  E.  J.  Cook  and  C.  W.  Vroom,  Defendants. 
Frank  B,  Austin,  C.  W,  Cornell,  for  Southern  Pacific  Company,  Intervenor. 
N,  Levy,  Piatt  Kent  and  E.   T.  Lucey,  for  The  Atchison,  Topeka  and   Santa  Fe 

Railway,  Intervenor. 
C.  I.  Spangler,  for  Sol  Davis,  Defendant. 
H.  W.  Kidd,  for  Motor  Transit  Company. 
H,  W,  Thompson,  for  United  Stages,  Incorporated. 
Harrp  N,  Blair,  for  Hodge,  Mershon  and  Rose. 

Benedict,  Commissioner. 

OPINION. 

This  proceeding  was  brought  by  the  Motor  Carriers'  Association,  a 
voluntary  association  organized  for  the  promotion  and  protection  of 
the  motor  carrying  industry,  the  complaint  alleging  that  each  of  the 
defendants  hereinafter  named  has  been  and  was  at  the  time  of  filing 
of  this  complaint  engaged  in  the  transportation  of  passengers  and/or 
property  for  compensation  over  a  regular  route  or  between  fixed  ter- 
mini over  the  public  highways  within  the  State  of  California  in  viola- 
tion of  the  provisions  of  chapter  213,  Statutes  of  1917,  as  amended, 
or  are  acting  as  agents  for  individuals  so  engaged : 

McCorraick  Steamship  Line,  L.  J.  Criswell,  H.  Johnson,  J.  W.  Ash- 
ford,  Zeck  Cigar  Company,  Chas.  Sansome,  T.  E.  Hutson,  H.  Marcoux, 
The  Ambassador  Transfer  and  Storage  Company,  Dixon  Transfer  and 
Storage  Company,  John  Doe  Murphy,  C.  Christie,  T.  O.  Frasier, 
C.  W.  Bowman,  Richard  Roe  Fowler,  Harry  Coe  Reed,  Frank  R.  Frei- 
tas, Harry  McDonald,  Harry  Doe  Ammon,  E.  Rhodes,  G.  L.  Dennison, 
Chas.  W.  Dyson,  Jas.  A.  Sanguinetti,  N.  J.  Ferrand,  Richard  Webb, 
J.  E.  Gumey,  Jack  M.  L.  Hall,  Dewey  W.  Thomas,  C.  W.  Vroom, 
C.  E.  Murray,  Jos.  A.  Green,  Sol  Davis,  John  Doe  Sanders,  E.  H.  John- 
son, M.  C.  Smith,  Mrs.  Ethel  Eakin,  Augusta  Juenemann,  J.  E.  Gumey, 
J.  M.  Fowler,  R.  L.  Ritter,  Mrs.  I.  G.  Dial  and  Chester  A.  Nelson, 
doing  business  under  the  fictitious  name  of  California  Highway 
Express. 

Public  hearings  were  held  at  San  Francisco  on  October  18  and 
October  20,  1921,  and  at  Los  Angeles  on  November  2,  1921,  at  which 
time  the  matter  was  submitted  and  it  is  now  ready  for  decision. 

Complainant  in  connection  with  its  allegation  that  defendants  are 
operating  in  violation  of  the  provisions  of  chapter  213,  Statutes  of 
1917,  as  amended,  claims  that  the  association  has  been  subject  to  great 
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and  irreparable  damage  and  has  suffered  a  great  loss  in  revenue 
through  such  operations  and  it  petitions  the  Commission  to  find  that 
the  commission  of  acts  alleged  in  such  complaint  constitute  the  defend- 
ants and  each  of  them  common  carriers  under  section  22  of  article  12 
of  the  Constitution  of  the  State  of  California,  and  that  such  operation 
is  unlawful  and  to  require  each  of  said  defendants  to  forthwith  desist. 
Section  1,  subsection  (c)  of  chapter  213,  Statutes  of  1917,  as 
amended,  provides  as  follows: 

The  term  "transportation  company/'  when  u*ced  in  this  act,  means  every  cor- 
poration or  person,  their  lessees,  trustees,  receivers  or  trustees  appointed  by  any 
court  whatsoever,  owning,  controlling,  operating  or  managing  any  automobile,  jitney 
bus,  auto  truck,  stage  or  auto  stage  used  in  the  business  of  transportation  of  i)erson8 
or  property,  or  as  a  common  carrier,  for  compensation,  over  any  public  hi^way 
in  this  state  between  fixed  termini  or  over  a  regular  route,  and  not  operating 
exclusively  within  the  limits  of  an  incorjwrated  city  or  town  or  of  a  city  and  coonty; 
provided,  that  the  term  "transportation  company"  as  used  in  this  act,  shall  not 
include  corporations  or  peisons,  their  lessees,  trustees,  receivers  or  trustees  appointed 
by  any  court  whatsoever,  in  so  far  as  they  own,  control,  operate  or  manage  taxicabs, 
hotel  buss'^s  or  sightseeing  busses,  or  any  other  carrier  which  does  not  come  within 
the  term  "transportation  company"  as  herein  defined. 

And  section  ''E'': 

The  words  "between  fixed  termini  or  over  a  regular  route''  when  used  in  this  act, 
mean  the  termini  or  route  between  or  over  which  any  transportation  company 
usually  or  ordinarily  operates  any  automobile,  jitney  bus,  auto  truck,  stage  or  auto 
stage,  even  though  there  may  he  departures  from  said  termini  or  route,  whether  such 
departures  be  periodic  or  irregular. 

Considerable  evidence  was  introduced  by  complainant  particularly 
as  regards  the  method  of  operation  of  defendants  engaged  in  the 
transportation  of  passengers  for  compensation  between  San  Francisco 
and  Los  Angeles,  this  evidence  being  to  the  effect  that  certain  of 
defendants  hold  themselves  out  as  being  regularly  engaged  in  the  busi- 
ness of  transportation  of  persons  between  the  points  named  and  con- 
tinuously advertise  to  that  effect  in  various  daily  papers  published  in 
San  Francisco  and  Los  Angeles. 

It  appears  from  such  evidence  that  certain  of  defendants  herein 
maintain  regular  terminals  and  agencies  and  advertise  more  or  less 
regularly  in  the  daily  papers  soliciting  passengers  desiring  transporta- 
tion between  San  Francisco  and  Los  Angeles;  that  such  agencies  regu- 
larly collect  deposits  and  book  passengers  desiring  transportation ;  that 
defendants  so  engaged  have  a  regular  fixed  amount  to  be  charged  for 
transportation  service  rendered  and  arrange  among  themselves  to  pro- 
vide suflScient  automobiles  to  leave  at  an  approximately  regular  leaving 
time  to  care  for  all  passengers  desiring  transportation. 

Very  little  evidence  was  introduced  by  defendants  herein.  Their 
principal  contention  was  that  they  are  not  transportation  companies 
as  defined  by  chapter  213,  Statutes  of  1917,  as  amended,  but  are 
engaged  solely  in  the  rent  car  service,  holding  themselves  out  as  being 
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willing  to  go  anjrwhere  at  any  time  and  not  operating  over  any  regu- 
lar route  or  between  any  fixed  termini;  and  tliat,  while  the  majority 
of  their  business  has  been  between  San  Francisco  and  Los  Angeles, 
they  have  occasionally  made  trips  to  otljer  points,  such  as  San  Diego, 
Santa  Barbara,  etc.  These  occasional  and  infrequent  trips  do  not  war- 
rant the  Commission  in  determining,  at  least  as  to  certain  of  the 
defendants,  that  they  are  not  common  carriers.  The  evidence  herein 
introduced  shows  that  they  were  iactually  holding  themselves  out  as 
engaged  solely  in  the  transportation  of  persons  or  property  for  com- 
pensation over'  a  regular  route  and/or  between  fixed  termini,  not  only 
by  means  of  advertisements  r^ularly  published  in  daily  papers  at 
both  termini,  but  through  the  action  of  agents  who  secured,  booked 
and  turned  over  to  them  passengers  desiring  such  class  of  transporta- 
tion. Testimony  to  this  effect  was  offered  by  various  witnesses  who 
patronized  the  facilities  offered  by  such  defendants. 

Doubtless,  various  persons  have  carried  passengers  for  compensa- 
tion between  San  Francisco  and  Los  Angeles  in  connection  with  a  pleas- 
ure or  a  business  trip  between  such  points.  Occasionally,  particularly 
during  the  summer  months,  an  individual  on  his  vacation  desires  to 
drive  from  San  Francisco  to  Los  Angeles  or  Los  Angeles  to  San  Fran- 
cisco and  wishes  to  lessen  the  expense  of  the  trip.  He  advertises  for 
passengers  to  travel  with  him  and  share  the  expenses.  I  can  not  hold 
that  any  one  so  doing  in  good  faith  is  violating  the  provisions  of  chap- 
ter 213,  Statutes  of  1917,  as  amended,  in  that  they  are  not  holding 
themselves  out  as  engaged  in  the  business  of  transportation  over  a 
regular  route  or  between  fixed  termini.  This,  however,  should  not  be 
construed  as  authorizing  any  evasion  of  the  plain  terms  of  the  law  by 
persons  seeking  to  engage  in  transportation  business. 

Certain  others  of  these  defendants,  however,  clearly  appear,  from 
the  evidence,  to  have  no  other  means  of  livelihood  nor  are  they  engaged 
in  any  other  business  than  that  of  transportation  of  passengers  or 
property  over  a  regular  route  or  between  fixed  termini,  irrespective 
of  the  fact  that  on  infrequent  occasions  there  may  be  departures  from 
said  termini  or  route.  Such  operators  advertise  in  the  daily  papers 
that  an  automobile  is  leaving  at  a  specified  time  on  a  particular  date 
and  when  prospective  passengers  apply  for  transportation,  a  deposit 
is  collected,  their  names  taken  and  grouped  according  to  the  seating 
capacity  of  the  automobile  or  automobiles  scheduled  to  leave  at  the 
time  desired. 

Furthermore,  a  considerable  number  of  individuals  engaged  in  this 
class  of  transportation  business  are  not  bonded  and  passengers  are  not 
provided  with  any  protection  against  accident,  loss  or  damage  due  to 
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accident  or  negligence  of  the  owner  or  driver  of  the  automobile.  A  par- 
ticular instance  of  this  kind  was  shown  in  connection  with  the  present 
proceeding.  While  this  proceeding  was  pending  there  were  several 
serious  accidents  to  automobiles  operated  by  individuals  engaged  in 
transportation  business  between  San  Francisco  and  Los  Angeles.  In 
one  of  such  accidents  three  lives  were  lost.  Attempts  by  passengers  of 
this  automobile  to  obtain  damages  disclosed  the  fact  that  the  owner 
and  operator  of  such  automobile  had  no  indemnity  insurance  of  any 
kind  whatsoever  and  the  passengers  were  obliged  to  look  out  for  them- 
selves after  the  accident,  the  operator  claiming  to  be  finiancially  unable 
to  arrange  for  other  means  of  transportation  from  the  point  of  accident 
to  passengers'  destination  or  to  refund  any  portion  of  the  through 
fare  which  was  collected  in  advance.  This  class  of  transportation  is 
extremely  dangerous  in  other,  ways,  particularly  due  to  the  distance 
between  termini  which  one  driver  attempts  to  cover  on  a  single  trip. 
In  my  opinion  no  individual,  irrespective  of  his  experience  in  driving 
automobiles,  can  regularly  drive  a  large  and  heavy  automobile  con- 
tinuously for  a  distance  of  approximately  500  miles  without  endanger- 
ing the  lives  of  his  passengers,  and  it  is  my  belief  that  in  so  far  as  is 
possible  under  the  provisions  .  of  chapter  213,  Statutes  of  1917,  as 
amended,  such  methods  of  operation  should  be  eliminated. 

Considerable  evidence  was  introduced  as  regards  certain  of  the 
defendants  herein  who  subsequently  formed  what  they  term  **Rent 
Drivers  Association.''  These  defendants,  it  appears,  conduct  regular 
terminals  at  both  San  Francisco  and  Los  Angeles  and  operate  under  a 
joint  agreement  by  which  advertisements  are  published  continuously 
in  the  daily  papers  at  both  termini,  and  arrangements  are  made  to  care 
for  all  passengers  presenting  themselves  for  transportation,  automo- 
biles of  each  individual  being  loaded  with  passengers  in  rotation  in 
accordance  with  their  arrival  at  either  terminal. 

As  illustrative  of  their  method  of  operation,  a  day  book  kept  by  such 
association  was  introduced  in  evidence,  showing  the  following:  The 
operators  running  out  of  the  San  Francisco  terminal  made  92  trips 
from  San  Francisco  to  Los  Angeles  during  the  period  August  3  to  Sep- 
tember 30,  1921.  This  would  indicate  a  total  of  about  184  trips  in 
both  directions  during  the  period  mentioned,  and  while  such  operation 
was  conducted  subsequent  to  the  filing  of  the  complaint  in  this  pro- 
ceeding and  as  such  is  not  proper  evidence  as  regards  their  operation 
at  the  time  and  prior  to  the  filing  of  this  complaint,  from  other  evi- 
dence introduced  in  this  case  it  can  be  taken  as  indicative  of  the  opera- 
tion of  the  individuals  as  such  during  the  period  of  time  complained  of. 

Five  of  the  defendants  herein  named  own  no  automobiles  and  were 
not  actually  engaged  in  the  transportation  of  persons  or  property  over 
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a  regular  route  or  between  fixed  termini.  The  evidence  showed,  how- 
ever, that  they  regularly  booked  passengers  for  transportation  between 
San  Francisco  and  Los  Angeles,  accepted  deposits  for  such  transporta- 
tion and  issued  receipts  therefor.  These  defendants  include  Sol  Davis, 
J.  L.  Criswell,  W.  H.  Saunders,  G.  L.  Flowers  and  H.  C.  Martens. 

Under  the  provisions  of  section  8,  chapter  213,  Statutes  of  1917,  as 
amended,  ''every  oflScer,  agent  or  employee  of  any  corporation,  and 
every  other  person  who  violates  or  fails  to  comply  with,  or  who  pro- 
cures, aids  or  abets  in  the  violation  of  any  provisions  of  this  act,  •  •  • 
is  guilty  of  a  misdemeanor  •  •  •  ". 

It  clearly  appears  that  in  the  conduct  of  their  business  in  acting  as 
agencies  for  carriers,  defendants  herein,  they  were  guilty  of  violation 
of  the  provisions  of  chapter  213,  Statutes  of  1917,  as  amended.  It  fur- 
ther appears  from  the  evidence,  however,  that  each  of  the  above  named 
defendants  immediately  ceased  such  business  upon  being  notified  that 
they  were  violating  the  provisions  of  the  above  named  chapter,  and  I 
believe  that  in  so  far  as  they  are  concerned  the  complaint  should  be 
dismissed  with  the  understanding,  however,  that  any  future  violations 
of  this  nature  will  be  considered  in  the  same  light  as  that  of  the  prin- 
cipals who  are  actually  engaged  in  the  transportation  of  passengers  or 
freight. 

Two  freight  carriers  were  also  made  defendants  in  this  proceeding, 
namely.  The  Ambassador  Transfer  and  Storage  Company  and  Chester 
A.  Nelson,  doing  business  under  the  fictitious  name  of  California  High- 
way Express.  The  Ambassador  Transfer  Company,  it  would  appear, 
was  regularly  holding  itself  out  as  being  engaged  in  the  transportation 
of  property,  consisting  principally  of  furniture  and  household  goods, 
between  San  Francisco  and  Los  Angeles,  advertised  in  the  daily  papers 
and  accepted  and  transported  at  fixed  rates  all  such  class  of  commod- 
ities offered  for  transportation. 

The  California  Highway  Express  publishes  a  regular  schedule  of 
rates  between  Los  Angeles,  San  Francisco,  Oakland,  and  Sacramento 
and  intermediate  points,  and  Mr.  C.  A.  Nelson,  owner,  testified  that 
his  trucks  continuously  operate  between  the  points  named  whenever 
suflScient  tonnage  is  offered  to  make  a  paying  load. 

The  Commission  held  in  Decision  No.  9599 : 

If  one  engaged  in  the  business  of  automotive  transportation  could  avoid  the 
regulatory  provisions  of  the  law  by  merely  operating  at  irregular  times,  a  handsome 
premium  would  be  placed  on  poor  service  to  the  public,  for  one  of  the  essentials  of 
transportation  service  is  regularity  of  operation. 

While  such  carriers  do  not  maintain  what  can  be  termed  a  regular 
schedule  nor  do  their  trucks  operate  entirely  through,  particularly  in 
case  of  a  truck  load  destined  Los  Angeles  to  Modesto  with  a  return 
load  Modesto  to  Los  Angeles,  I  do  not  believe  that  such  operation  in 
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itself  exempts  them  from  the  provisions  of  chapter  213,  Statutes  of 
1917,  as  amended,  ia  view  of  the  fact  that  they  are  holding  themselves 
out  as  being  regularly  engaged  in  the  business  of  transportation  of 
property  for  compensation  over  a  regular  route  or  between  fixed  ter- 
mini, although  it  be  confined  to  a  particular  class  of  commodities. 

I  submit  the  following  form  of  order: 

ORDER. 

Hearings  having  been  held,  evidence  submitted  and  the  Commission 
being  fully  advised: 

It  i^  hereby  found  as  a  fact  that  the  following  named  defendants 
were  at  the  time  of  filing  of  the  complaint  herein  and  previous  thereto 
holding  themselves  out  as  being  engaged  and  actually  were  engaged  in 
the  business  of  transportation  of  persons  and/or  property  for  comperv- 
sation  over  the  highways  of  this  state  between  fixed  termini  or  over 
a  regular  route  and  not  operating  exclusively  within  the  limits  of  an 
incorporated  city  or  town  or  of  a  city  or  county ;  and 

It  is  hereby  further  found  as  a  fact  that  the  following  named  defend- 
ants were  at  the  time  of  filing  of  the  complaint  herein  and  previous 
thereto  holding  themselves  out  as  being  engaged  and  actually  were 
engaged  in  the  business  of  transportation  of  persons  and/or  property 
as  common  carriers  over  the  highways  of  this  state  between  fixed  ter- 
mini or  over  a  regular  route  and  not  operating  exclusively  within  the 
limits  of  an  incorporated  city  or  town  or  of  a  city  or  county ;  and 

It  is  hereby  further  found  as  a  fact  that  such  operation  constitutes 
a  violation  of  the  provisions  of  chapter  213,  Statutes  of  1917,  as 
amended;  and 

It  is  hereby  ordered,  that  the  following  named  defendants  imme- 
diately discontinue  such  operation: 

C.  Christie,  T.  0.  Frasier,  Chas.  A.  Sansome,  P.  R.  Freitas,  Jack 
M.  L.  Hall,  C.  W.  Vroom,  N.  J.  Ferrand,  L.  J.  Austin,  J.  E.  Gumey, 
Roy  Fisher,  H.  A.  Fletcher,  W.  Juenemann,  Carl  Freitas,  William 
J.  Carr,  C.  W.  Bowman,  C.  R.  Peck,  Charles  B.  Eakin,  D.  W.  Thomas, 
H.  W.  Cummings,  W.  J.  Schrader,  F.  J.  Cook,  Geo.  L.  Dennison, 
Mrs.  I.  G.  Dial,  Chester  A.  Nelson,  doing  business  under  the  fictitious 
name  of  California  Highway  Express,  and  Ambassador  Transfer  and 
Storage  Company;  and. 

It  is  hereby  further  ordered,  that  the  above  entitled  complaint,  in  so 
far  as  it  refers  to  other  defendants  not  hereinabove  named,  be  and  the 
same  hereby  is  dismissed. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Decern* 
ber,  1921. 
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Decision  No.  9916. 

in  the  matter  of  the  application  of  california  telephone 
and  light  company  for  an  order  of  the  railroad  com- 
mission of  the  state  of  california  authorizing  said 
california  telephone  and  light  company  to  issue 
additional  shares  of  its  six  per  cent  cumulative  pre- 
FERRED CAPITAL  STOCK. 


Application  No.  7385. 
Decided  December  23,  1921. 


Leo  H,  8u»m<inf  for  Applicant. 

Benedict,  Commissioner. 

OPiNION. 

California  Telephone  and  Light  Company  asks  permission  to  issue 
$206,200  par  value  of  its  6  per  cent  cumulative  preferred  stock.  Appli- 
cant asks  permlsion  to  issue  $154,600  of  the  stock  to  reimburse  its 
treasury  on  account  of  earnings  invested  in  properties  from  March  1, 
1913,  to  September  30,  1921,  and  to  sell  $51,600  of  the  stock  at  not  less 
than  $80  per  share  and  use  the  proceeds  to  pay  in  part  the  cost  of 
additions,  betterments  and  improvements  installed  subsequent  to  October 
31,  1921. 

At  the  hearing  had  on  this  application  on  December  15,  applicant 
was  requested  to  file  with  this  Commission  a  statement  showing  the 
investment  in  its  properties  since  the  appraisal  of  its  properties  by 
the  Commission's  engineering  department.  Such  statement  has  been 
filed  by  applicant.  It  shows  that  the  total  of  the  Railroad  Commission's 
engineering  department's  appraisal,  which  is  as  of  June  30,  1916,  and 
the  cost  of  additions  and  betterments  to  November  30,  1921,  amounts 
to  $1,151,938.08 

Applicant  reports  stocks  and  bonds  outstanding  as  follows: 

Common  stock  $764,850  00 

Preferred   stock   343,886  66 

Bonds 602,900  00 

Total   $1,711,636  66 

Applicant's  current  liabilities  are  reported  at  $99,047.53  and  its 
current  assets,  exclusive  of  materials  and  supplies,  at  $53,860.46. 
Materials  and  supplies  are  excluded  from  the  current  assets  for  the 
reason  that  they  are  included  in  the  figure  showing  the  company's 
investment  as  of  November  30,  1921. 

As  of  October  31,  1921,  applicant  reports  an  accumulated  surplus  of 
$161,645.21  as  compared  with  a  surplus  of  $12,121.94  on  January  1, 
1916.  The  increase  in  the  accumulated  surplus  is  in  general  accounted 
for  by  the  investment  of  surplus  earnings  in  properties. 
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In  Exhibit  No.  3,  applicant  reports  that  from  March  1,  1913,  to 
October  31,  1921,  it  expended  for  additions  and  betterments  the  sum 
of  $512,127.44.  Applicant's  Exhibit  No.  6  shows  that  of  these  expend- 
itures, $321,801.36  have  been  financed  through  the  issue  of  stock  and 
bonds.  Deducting  the  $321,801.36  from  the  $512,127.44  leaves  $190,- 
326.08,  which  represents  capital  expenditures  which  applicant  alleges 
have  not  been  paid  for  with  the  proceeds  obtained  from  the  sale  of 
stock  or  bonds.  Applicant  now  asks  permission  to  issue  $154,600  of 
stock  to  reimburse  its  treasury  in  part  on  account  of  the  reported 
expenditures  of  $190,326.08,  which  applicant  claims  were  made  solely 
from  the  surplus  earnings  and  which  would  have  been  available  for 
dividends  had  they  not  been  reinvested  in  plant  and  properties.  I 
question  the  correctness  of  applicant's  conclusion  that  all  of  the  $190,- 
326.08  might  have  been  distributed  in  dividends  had  that  amount  not 
been  invested  in  properties.  I  do  this  for  the  reason  that  it  appears 
from  applicant's  statements  that  the  moneys  represented  by  its  reserve 
for  accrued  depreciation  reported  on  October  31,  1921,  at  $90,616.28, 
have  been  invested  in  applicant's  business  and  that  the  moneys  repre- 
sented by  such  reserve  would  not  be  available  for  the  payment  of 
dividends.  Applicant's  accumulated  surplus  is  in  excess  of  $154,600 
and  it  is  therefore  not  necessary  to  determine  what  part  of  the  $90,- 
616.28  reported  under  ** Reserve  for  Accrued  Depreciation"  represents 
investment  in  additions  and  betterments.  The  application  can  be 
granted  without  such  a  determination. 

After  reimbursing  its  treasury,  the  company  intends  to  deliver  the 
$154,600  of  stock  to  the  holders  of  the  present  outstanding  stock  in 
liquidation  and  payment  of  all  accumulated  and  unpaid  dividends  on 
the  preferred  stock,  such  stock  to  be  delivered  on  the  basis  of  one  share 
for  each  $80  of  accumulated  dividends.  As  stated  above,  applicant 
as  of  October  31,  1921,  reported  $343,886.66  of  preferred  stock  out- 
standing. No  dividends  have  been  paid  on  this  stock  since  December 
20,  1915.  From  that  date  to  December  20,  1921,  the  accumulated 
dividends  amount  to  $123,686.21. 

Applicant's  oflScers  are  of  the  opinion  that  if  the  accumulated 
dividends  are  paid  in  the  manner  indicated,  it  will  be  able  to  sell 
preferred  stock  to  pay  part  of  the  cost  of  additions  and  betterments. 
It  asks  permission  to  sell  $51,600  of  stock  at  $80  per  share  to  secure 
funds  to  pay  for  additions  and  betterments  referred  to  in  its  Exhibit 
No.  5.  In  this  exhibit,  applicant  estimates  that  during  1922,  it  will  be 
called  upon  to  expend  on  its  telephone  properties  for  additions  and 
betterments  the  sum  of  $19,809.11,  on  its  electric  properties  the  sum  of 
$68,266.91  and  for  general  equipment  the  sum  of  $2,378.20,  making  a 
total  of  $90,454.22.    The  order  herein  will  permit  applicant  to  issue 
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and  sell  $51,600  of  stock  at  80  for-  the  purpose  of  paying  in  part  for 
additions  and  betterments  installed  subsequent  to  October  31,  1921. 
Before  using  any  of  the  moneys  for  these  purposes,  applicant  will  be 
required  to  'file  with  the  Commission  a  detailed  statement  of  moneys 
actually  expended  for  additions  and  betterments.  On  the  filing  of 
such  statement,  the  Commission  will  make  such  supplemental  order  of 
orders  permitting  the  use  of  the  proceeds  as  it  may  deem  proper. 

Mr.  A.  F.  Hockenbeamer,  one  of  applicant's  directors,  testified  that 
in  his  opinion  the  greaiter  majority,  if  not  all,  of  the  present  holders  of 
preferred  stock  will  agree  not  only  to  accept  stock  in  payment  for  their 
unpaid  accumulated  dividends,  but  also  agree  to  purchase  a  part  of  the 
$51,600  of  additional  stock  offered  for  sale. 

In  Decision  No.  721  dated  June  30,  1913  (Vol.  2,  Opinions  and 
Orders  of  the  Railroad  Commission  of  California,  pp.  1002-13),  the 
Railroad  Commission  ordered  applicant  to  set  aside  from  income  each 
year  for  ten  years  beginning  with  the  calendar  year  1914  the  sum  of 
$2,500  in  addition  to  such  sums  as  may  be  required  to  be  set  aside  for 
sinking  fund  or  depreciation  purposes  under  its  first  mortgage  and 
deed  of  trust,  and  in  addition  to  such  sum  as  the  Commission  might 
thereafter  require  it  to  set  aside  for  depreciation.  Statements  filed 
by  applicant  show  that  it  has  set  aside  annually  the  sum  of  $2,500. 
Under  the  order  of  the  Commission,  applicant  was  permitted  to  use 
the  annual  sum  of  $2,500  either  for  the  purpose  of  retiring  bonds  or  for 
tho  purpose  of  paying  for  additions  and  betterments  which  should 
remain  uncapitalized.  The  company  has  heretofore  advised  the  Com- 
mission that  it  will  use  the  annual  payment  of  $2,500  for  financing 
a;dditions  and  betterments  to  its  propertiea  Up  to  October  31,  1921, 
$19,583.33  of  earnings  have  been  appropriated  for  this  purpose.  The 
$19,583.33,  it  appears  to  us,  should  be  deducted  from  the  company's 
alleged  uncapitalized  expenditures  of  $190,326.08,  as  of  October  31, 
1922.  If  this  is  done,  there  remains  uncapitalized  a  reported  expend- 
iture of  $170,742.75,  an  amount  in  excess  of  the  stock  which  applicant 
asks  permission  to  issue  to  reimburse  its  treasury. 

I  herewith  submit  the  following  form  of  order. 

ORDER. 

'California  Telephone  and  Light  Company  having  applied  to  the 
Railroad  Commission  for  permission  to  issue  preferred  stock,  a  public 
hearing  having  been  held  and  the  Railroad  Commission  being  of  the 
opinion  that  the  money,  property  or  labor  to  be  procured  or  paid  for 
by  such  issue  is  reasonably  required  for  the  purposes  specified  herein 
and  that  the  expenditures  herein  authorized  are  not  reasonably  charge- 
able to  operating  expenses  or  to  income ; 
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It  is  hereby  ordered,  that  California  Telephone  and  Light  Company 
be  and  it  is  hereby  authorized  to  issue  on  or  before  June  30,  1922, 
$206,200  of  its  6  per  cent  cumulative  preferred  stock. 

The  authority  herein  granted  is  subject  to  the  following  conditions: 

1.  Of  the  stock  herein  authorized  to  be  issued  $154,600  shall  be  used 
'for  the  purpose  of  reimbursing  in  part  applicant's  treasury  on  account 
of  surplus  earnings  invested  in  additions,  betterments  and  improve- 
ments to  its  properties  prior  to  October  31,  1921.  Following  the 
reimbursement  of  applicant's  treasury,  the  stock  may  be  delivered  to 
the  holders  of  outstanding  preferred  stock  in  liquidation  and  payment 
of  all  accumulated  and  unpaid  dividends  on  the  preferred  stock,  such 
$154,600  of  stock  to  be  delivered  on  the  basis  of  $80  per  share  and 
under  the  conditions  outlined  in  the  application  and  testimony. 

2.  Of  the  stock  herein  authorized  to  be  issued,  $51,600  shall  be  sold 
by  applicant,  for  cash,  at  not  leas  than  $80  per  share  and  the  proceeds 
deposited  in  a  special  fund  and  expended  only  for  such  purposes  as  the 
Railroad  Commission  may  hereafter  authorize  by  a  supplemental  ord^ 
or  orders. 

3.  California  Telephone  and  Light  Company  shall  keep  such  record 
of  the  issue,  sale  and  delivery  of  the  stock  herein  authorized  and  of  the 
disposition  of  the  proceeds  as  will  enable  it  to  file  on  or  before  the 
twenty-fifth  day  of  each  month  a  verified  report  as  required  by  the 
Railroad  Commission's  General  Order  No.  24,  which  order  in  so  far 
as  applicable  is  made  a  part  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Decem- 
ber, 1921. 

Decision  No.  9920. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  ESTEBAN  OYHARZABAL. 
JR.,  AND  PEDRO  OYHARZABAL  FOR  PERMISSION  TO  OPERATE 
A  PUBLIC  UTILITY  WATER  PLANT  IN  THE  TOWN  OF  SAN  JUAN 
CAPISTRANO. 


Application  No.   7026. 
Decided  December  23,  1921. 


Haas  and  Dunnigan,  by  M' alter  Haas,  for  Applicants. 

By  the  Commission. 

OPINION. 

In  the  above  application  Esteban  Oyharzabal,  Jr.,  and  Pedro 
Oyharzabal  asked  for  a  certificate  that  public  convenience  and  necessity- 
require  them  to  construct  and  operate  a  system  to  supply  water  for 
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domestic  purposes  in  the  tovm  of  San  Juan  Capistrano  and  vicinity, 
Orange  County. 

A  public  hearing  was  held  in  the  above  entitled  matter  at  Los 
Angeles,  before  Examiner  Williams,  of  which  all  interested  parties 
were  notified  and  were  given  an  opportunity  to  appear  and  to  be  heard. 

The  system,  which  now  supplies  17  consumers,  consists  of  a  14  inch 
well  396  feet  deep,  from  which  water  is  pumped  into  a  concrete  sump 
or  storage  reservoir.  It  is  then  pumped  direct  into  distribution  mains 
by  an  automatically  operated  booster  pump,  keeping  the  pressure 
between  38  and  50  pounds  at  all  times. 

Mr.  P.  H.  Van  Hoesen,  one  of  the  Commission's  hydraulic  engineers, 
submitted  a  report,  showing  the  estimated  cost  of  the  system  to  be 
$8,405  and  a  replacement  annuity  calculated  by  the  sinking  fund 
method  amounting  to  $170.  Maintenance  and  operating  expense  W€W 
estimated  at  $75  per  month. 

The  well  has  been  tested  and  shows  an  ample  capacity  to  adequately 
supply  the  demands,  and  an  analysis  of  the  water  by  the  State  Board  of 
Health  indicates  a  satisfactory  sanitary  quality  at  the  time  of  sampling. 

There  was  no  one  present  to  protest  against  the  granting  of  a 
certificate  and  there  are  no  data  available  upon  which  rates  can  be  based. 
However,  the  rate  schedule  established  in  the  order  following  is 
designed  to  do  substantial  justice  to  both  the  applicant  and  the  con- 
sumers. 

ORDER. 

Application  having  been  made  as  entitled  above,  a  public  hearing 
having  been  held  thereon,  and  the  matter  having  been  submitted: 

The  Railroad  Commission  of  the  State  of  California  hereby  declares 
that  public  convenience  and  necessity  require  and  will  require  that 
Esteban  Oyharzabal,  Jr.,  and  Pedro  Oyharzabal  construct  and  operate 
a  water  system  for  the  purpose  of  supplying  water  for  domestic  pur- 
poses in  the  town  of  San  Juan  Capistrano  and  vicinity,  Orange  County ; 
and 

It  is  hereby  ordered,  that  Esteban  Oyharzabal,  Jr.,  and  Pedro 
Oyharzabal  be  and  they  are  hereby  authorized  and  directed  to  file 
with  the  Railroad  Commission  of  the  State  of  California  within  twenty 
(20)  days  of  the  date  of  this  order  the  following  schedule  of  rates  to 
be  charged  for  all  serv-ice  rendered  subsequent  to  January  31,  1922. 

Flat  Rates. 

1.  Residences,  boarding  houses,  apartments,   lodging  houses,  tenements  and 

flats  of  five  rooms  or  less H2  00 

For  each  additional  room 25 

Additional  for  each  toilet 25 

Additional  for  each  bath 25 

Additional  for  each  private  garage  and  one  automobile 25 

For  each   additional  automobile 25 

Additional  for  private  bam  with  not  more  than  two  horses  or  cows 50 

For  each  additional  horse  or  cow 25 
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2.  SprinkllDg   or   irrigation   of   lawns,   shrubbery,   trees,   gardens,   etc.,   per 

sqaare  yard ^  003 

3.  Blacksmith  shops,  machine  shops,  lumber  yards,  printing  offices,  bakeries, 

undertaking  parlors,  grocery  stores,  theaters,  warehouses,  butcher  shops 

and    large   stores 3  00 

4.  Drug  stores,  dental  offices  and  photograph  galleries 4  00 

5.  Bottling  works,  creameries,  slaughter  houses  and  laundries 6  00 

6.  Banks,    professional   offices,   billiard   parlors,    fraternal    halls,   clubrooms, 

churches,  shops,  plumbing  shops,  stores  and  shops  not  otherwise  listed  2  00 

7.  Office  buildings,  for  each  room 1  00 

8.  Restaurants,  chop  houses  and  cafes,  per  unit  of  seating  capacity 20 

9.  Livery  stables  and  feed  yards,  per  average  number  of  stock  fed,  each 25 

10.  Public  garage,  six  automobiles  or  less 5  00 

For  each  additional  automobile 7o 

11.  Soda  fountains  and  ice  cream  stands,  either  alone  or  in  connection  with 

other  business   .^ 3  00 

12.  Barber  shops,  per  chair -. 1  50 

Additional  for  each  bathtub 1  00 

Additional   for  each   toilet 50 

13.  Hotels- 

Dining    room    2  50 

Bedroom   with   running  water 30 

Bach  bathtub 75 

Each   toilet 40 

14.  Building  work — 

For  mortar  and  to  dampen  brick,  per  1000  brick 50 

For  cement  work,  each  barrel 25 

Meteb  Rates. 
From  0  to    400  cubic  feet  or  less $1  50 

From       400  to  1000  cubic  feet,  per  100  cubic  feet 30 

From      1000  to  5000  cubic  feet,  per  100  cubic  feet 20 

All  over  5000  cubic  feet,  per  100  cubic  feet 15 

Monthly  Minimum  Chabge. 

For     f-inch  meter $1  50 

For     }-inch   meter 2  00 

For  1  -inch  meter 2  50 

For  l^-inch  meter 3  00 

For  2  -inch  meter 3  50 

It  is  hereby  fuiiher  ordered,  tha/t  Esteban  Oyharzabal,  Jr.,  and  Pedro 
Oyharzabal  be  and  they  are  hereby  directed  to  file  with  the  Railroad 
Commission  within  twenty  (20)  days  from  the  date  of  this  order,  for 
its  approval,  rules  and  regulations  governing  the  distribution  of  water 
to  its  consumers,  said  rules  to  become  effective  on  and  after  January  1, 
1922. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Decem- 
ber, 1921. 
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Decision  No.  9926. 
Mrs:  f.  k.  morri  et  al. 

vs, 

W.  S.  B.  LAWRIE  AND  THE  UNION  TRUST  COMPANY  OF  SAN  DIEGO. 


Case  No.  1635. 
Decided  December  23,  1921. 


Marks  and  Launer,  by  Albert  Launer,  and  Samuel  L.  Collins,  for  Complainants. 
W.  8.  B.  Latorie,  in  propria  persona. 

Benedict,  Commissioner, 

OPINION. 

The  above  entitled  proceeding  involves  the  service  of  water  to  a  col- 
ony of  people  in  what  is  known  as  the  Mary  Goodman  tract  (or  Swan's 
subdivision),  Hart  subdivision,  Anaheim  Home  tract,  and  other  prop- 
erty, all  adjacent  to  the  north  limits  of  the  city  of  Anaheim,  in  Orange 
County. 

The  complainants  allege  in  effect  that  defendants  have  served  water 
to  the  above  named  tracts  for  the  past  seven  or  eight  years,  charging 
regular,  monthly  rates  which  they  changed  from  time  to  time  at  their 
own  convenience  and  without  the  authority  of  the  Railroad  Commis- 
sion; that  such  rates  are  exorbitant  and  were  irregularly  established; 
that  the  service  has  for  a  considerable  time  been  subject  to  frequent 
interruptions ;  that  during  the  past  few  months  the  service  has  grown 
gradually  worse  until  it  was  entirely  discontinued  in  June,  1921,  com- 
pelling the  complainants  to  carry  or  haul  water  in  barrels  for  domestic 
use  from  whatever  source  it  could  be  obtained;  that  defendants  have 
refused  any  water  service  whatsoever  since  that  date,  thereby  causing 
a  very  serious  unsanitary  condition. 

Defendants'  answer  denies  the  principal  allegations  of  complainants 
and  alleges  in  effect  that  the  discontinuance  of  service  was  due  to  the 
leaky  condition  of  certain  pipe  lines  not  owned  by  the  defendants; 
that  the  real  defendants  are  Annie  M.  Lawrie  and  Sarah  Mildred 
Lawrie  of  San  Diego,  California;  that  complainants  continued  to  use 
water  for  irrigation  purposes  contrary  to  orders  of  defendants,  and 
that  the  water  system  has  not  been  operated  as  a  public  utility. 

A  public  hearing  was  held  in  the  above  entitled  matter  at  Anaheim, 
of  which  all  interested  parties  were  notified  and  given  an  opportunity 
to  appear  and  be  heard. 

It  appears  that  this  water  system  is  operated  by, -and  that  bills  for 
service  rendered  are  made  out  in  the  name  of.  The  Union  Trust  Com- 
pany of  San  Diego,  by  W.  S.  B.  Lawrie,  agent,  and  that  it  is  owned  by 
Annie  M.  Lawrie  and  Sarah  Mildred  Lawrie. 
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The  testimony  shows  conclusively  that  the  defendants  since  the  begin- 
ning have  conducted  the  system  as  a  public  utility.  The  plant  was  first 
installed  some  eight  or  ten  years  ago  to  furnish  water  to  lands  owned 
by  defendants,  but  as  adjacent  tracts  were  subdivided  and  required 
water,  agreements  were  made  and  water  service  rendered  until  at  the 
present  time  defendants  have  approximately  forty-two  consumers,  of 
whom  about  one-half  are  located  on  the  Mary  L.  Goodman  and  Ana- 
heim Home  tracts.  Consumers  are  supplied  through  a  pipe  line  which 
defendants  claim  was  installed  and  maintained  by  a  Mr.  Swan,  the 
owner  of  one  of  the  subdivisions,  until  such  time  as  he  had  disposed 
of  all  his  real  estate  interests,  and  abandoned  the  system. 

The  testimony  also  shows  that  the  pumping  equipment  is  old  and 
obsolete  and  continually  in  need  of  repair,  causing  many  interruptions 
to  service. 

Defendants  expressed  their  willingness  to  continue  service  under 
the  jurisdiction  of  the  Railroad  Commission  if  they  were  found  to  be 
a  public  utility  and  were  ordered  to  continue  such  service. 

The  evidence  shows  that  there  is  a  great  deal  of  dissatisfaction  among 
the  consumers  over  the  arbitrary  and  irregular  rates  charged  and  also 
in  regard  to  the  amount  of  water  received  on  the  flat  rate  schedule, 
and  the  request  is  made  that  meters  be  installed  so  that  they  will  pay 
only  for  such  water  as  they  actually  receive. 

I  am  of  the  opinion  that  adequate  repairs  to  the  pumping  plant  and 
pipe  system,  the  installation  of  meters  and  the  establishment  of  a  sched- 
ule of  meter  rates  will  remove  practically  all  causes  for  complaint  and 
result  in  greatly  improved  service. 

There  are  very  few  records  of  water  use  available  to  aid  in  the 
establishment  of  meter  rates,  but  the  schedule  set  out  in  the  accompany- 
ing order  is  designed  to  produce  a  fair  and  remunerative  income  com- 
parable to  the  revenues  received  from  the  application  of  the  flat  rate 
schedule  now  in  effect. 

I  submit  the  following  form  of  order : 

ORDER. 

Complaint  having  been  made  in  the  above  entitled  proceeding  against 
the  service,  rates  and  rules  of  the  water  system  operated  by  The  Union 
Trust  Company  of  San  Diego,  W.  S.  B.  Lawrie,  agent,  which  system 
is  owned  by  Annie  M.  Lawrie  and  Sarah  Mildred  Lawrie  and  which  fur- 
nishes water  to  unincorporated  tracts  in  the  vicinity  of  Anaheim,  a 
public  hearing  having  been  held  and  the  matter  having  been  submitted 

It  is  hereby  found  as  a  fact  that  this  is  a  public  utility  water  system 
that  the  service  rendered  by  it  has  been  insufficient  and  inadequate 
that  the  rates  charged  and  collected  have  been  without  regard  to  defi- 
nite schedules;  that  adequate  service  can  not  be  rendered  until  neces- 
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sary  repairs  to  the  pumping  plant  and  pipe  system  have  been  made; 
and  that  meters  should  be  installed  and  a  m^ter  rate  established. 

And  basing  the  order  upon  the  foregoing  findings  of  fact  and  upon 
the  statements  of  fact  contained  in  the  opinion  preceding  this  order; 

It  is  hereby  ordered,  that  The  Union  Trust  Company  of  San  Diego 
and  W.  S.  B.  Lawrie,  its  agent,  operators  of  this  water  system,  and 
Annie  M.  Lawrie  and  Sarah  Mildred  Lawrie,  owners  thereof,  be  and 
the  same  are  hereby  ordered  to  proceed  at  once  to  make  such  repairs 
to  the  pumping  plant  and  pipe  system  as  are  necessary  to  give  adequate 
service,  and  to  continue  such  service  without  interruption  to  all  con- 
sumers on  this  water  system. 

It  is  hereby  further  ordered,  that  the  owners  and  operators  of  the 
system  be  and  they  are  hereby  authorized  and  directed  to  file  with  this 
Commission  within  twenty  (20)  days  from  the  date  of  this  order,  and 
thereafter  charge  the  following  rates,  effective  for  all  water  supplied 
subsequent  to  December  31,  1921 : 

Monthly  Flat  Rates. 
For  each  dwelling  or  lodging  house  of  five  rooms  or  less,  including  bath  and 

toilet  $1  50 

For  each  additional  room 15 

For  each  automobile 25 

For  each  horse  or  cow ^ 15 

For  each  store  or  shop 1  00 

For  Boda  fountain  or  soft  drink  establishment 2  00 

For  barber  shop  with  one  chair 1  25 

For  each  additional  chair 25 

For  each  public  dining  room 2  00 

For  each  public  bathtub 50 

For  each  public   lavatory 25 

For  each  public  toilet 25 

The  use  of  water  for  irrigation  will  not  be  permitted. 

Monthly  Meteb  Rates. 
From  0  to  500  cubic  feet  or  less $1  50 

From  500  to  1000  cubic  fe*»t,  per  100  cubic  feet 25 

All  over  1000  cubic  feet,  per  100  cubic  feet 15 

Meters  may  be  installed  at  the  option  of  either  the  utility  or  the  consumer. 
When  installed  at  the  option  of  the  utility  such  installation  shall  be  without  cost 
to  the  consumer.  When  the  installation  is  made  at  the  consumer's  request  the  cost 
of  the  meter  shall  be  advanced  by  the  consumer  and  the  deposit  shall  be  returned 
by  the  utility  at  the  rate  of  25  per  cent  of  the  monthly  bills  for  water  used  until 
the  entire  amount  advanced  shall  have  been  repaid. 

It  is  hereby  further  ordered,  tliat  rules  and  regulations  governing 
the  utility's  relations  with  its  consumers  be  filed  with  this  Commission 
for  approval  within  thirty  (30)  days  from  the  date  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Decem- 
ber, 1921. 
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Decision  No.  9927. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  SOUTHERN  CALIFORNIA 
EDISON  COMPANY  FOR  AUTHORITY  TO  PURCHASE  CERTAIN 
SECURITIES  OF  SANTA  BARBARA  ELECTRIC  COMPANY.  AND  TO 
ACQUIRE  THE  PROPERTIES  AND  FRANCHISES  OF  SANTA  BAR- 
BARA ELECTRIC  COMPANY,  AND  OF  SANTA  BARBARA  ELEOTRIC 
COMPANY  TO  SELL  ITS  PROPERTIES  AND  FRANCHISES  TO 
SOUTHERN   CALIFORNIA  EDISON    COMPANY. 


Application  No.  7240. 
Decided  December  23,  1921. 


By  the  Commission. 

FIRST  SUPPLEMENTAL  ORDER. 

Whereas,  the  Railroad  Commission,  by  Decision  No.  9766,  dated 
November  17,  1921,  authorized  Southern  California  Edison  Company, 
among  other  things,  to  enter  into  an  agreement  by  which  it  agreed  to 
pay  to  Santa  Barbara  Electric  Company  the  sum  of  $682,634.50  on  or 
before  July  1,  1941,  with  interest  at  the  rate  of  7.04  per  cent  per 
annum;  and 

Whereas,  Southern  California  Edison  Company  does  not  now  desire 
permission  to  execute  said  agreement  and  therefore  asks  that  the  order 
in  Decision  No.  9766,  in  so  far  as  it  relates  to  the  execution  of  an  agree- 
ment and  the  payment  of  a  fee  thereunder,  be  vacated  and  set  aside; 

And  the  Railroad  Commission  being  of  the  opinion  that  applicant's 
request  should  be  granted ; 

It  is  hereby  ordered,  that  the  order  in  Decision  No.  9766,  dated 
November  17,  1921,  in  so  far  as  it  relates  to  the  execution  of  an  agree- 
ment and  the  payment  of  a  fee,  be  and  it  is  hereby  vacated  and  set 
aside. 

It  is  hereby  further  ordered,  that  the  order  in  Decision  No.  9766, 
dated  November  17,  1921,  shall  remain  in  full  force  and  effect,  except 
as  modified  by  this  first  supplemental  order. 

Dated  at  San  Francisco,  California,  this  twenty-third  day  of  Decern- 
ber,  1921. 
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Decision  No.  9928. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  PACIFIC  ELECTRIC  RAIL- 
WAY COMPANY  FOR  AN  ORDER  GRANTING  PERMISSION  TO 
INCREASE  RATES  FOR  THE  TRANSPORTATION  OF  PASSEN(}ERS 
BETWEEN  POINTS  ON  THE  PACIFIC  ELECTRIC  RAILWAY  IN 
THE  STATE  OF  CALIFORNIA. 

Application  No.  3791. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  PACIFIC  ELECTRIC  RAIL- 
WAY COMPANY  FOR  AN  ORDER  GRANTING  PERMISSION  TO 
INCREASE  RATES  FOR  THE  TRANSPORTATION  OF  PASSENGERS 
USING  LOCAL  SERVICE  BETWEEN  POINTS  ON  THE  PACIFIC 
ELECTRIC  RAILWAY  COMPANY  IN  THE  CITY  OF  LOS  ANGELES, 
CALIFORNIA. 

Application  No.  4403. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  PACIFIC  ELECTRIC  RAIL- 
WAY COMPANY  FOR  AN  ORDER  GRANTING  PERMISSION  TO 
INCREASE  RATES  FOR  THE  TRANSPORTATION  OF  PASSENGERS 
BETWEEN  POINTS  ON  THE  PACIFIC  ELEC^TRIC  RAILWAY  COM- 
PANY IN  THE  FOLLOWING  CITIES,  COMMUNITIES  AND  TERRI- 
TORIES IN  THE  COUNTIES  OF  LOS  ANGELES,  ORANGE,  RIVER. 
SIDE  AND  SAN  BERNARDINO,  CALIFORNIA,  TO  WIT:  CLARE- 
MONT.  COLTON,  GLENDALE,  HUNTINGTON  BEACH,  IX)NG  BEACH, 
NEWPORT  BEACH.  PASADENA,  POMONA,  REDLANDS,  RBDONDO 
BEACH,  RIVERSIDE,  SAN  BERNARDINO,  SAN  GABRIEL,  SAN 
PEDRO-WILMINGTON,  SANTA  ANA,  SANTA  MONICA,  SAWTELLE- 
SOLDIERS'  HOME,  SOUTH  PASADENA,  UPLAND,  VAN  NUYS, 
VENICE,  SANTA  MONICA-OCEAN  PARK- VENICE-PLAY  A  DEL  REY, 
LANKERSHIM,  SAN  FERNANDO,  SHERMAN,  CULVER  CITY,  HER- 
MOSA  BEACH,  MANHATl^AN  BEACH,  EL  SEGUNDO,  GARDENA, 
TORRANCE,  COMPTON,  WAFPS,  SEAL  BEACH,  FULLERTON, 
WHITTIER,  BREA,  EL  MONTE,  SAN  DIMAS,  COVINA,  LA  VERNE, 
ONTARIO,  RIALTO,  ARCADIA,  MONROVIA,  GLENDORA,  SIERRA 
MADRE,   SAN  MARINO,  ALHAMBRA  AND  BURBANK. 

Application  No.  4407. 

IN  THE  MA^rrER  OF  THE  APPLICATION  OF  PACIFIC  ELECTRIC  RAIL- 
WAY COMPANY  FOR  AN  ORDER  GRANTING  PERMISSION  TO 
INCREASE  RATES  FOR  THE  TRANSPORTATION  OF  PETROLEUM 
AND  PETROLEUM  PRODUCTS,  CARLOADS,  CLASSIFIED  FIBT^ 
CLASS  IN  CURRENT  WESTERN  CLASSIFICATION,  AS  CONTAINED 
IN  PACIFIC  ELECTRIC  RAILWAY  COMPANY'S  LOCAL,  JOINT  AND 
PROPORTIONAL  FREIGHT  TARIFF  C.  R.  C.  NO.  235,  APPLYING 
BETWEEN  POINTS  ON  LINES  OF  PACIFIC  ELECTRIC  RAILWAY 
COMPANY  IN  CALIFORNIA  TO  THE  BASIS  OF  FOUR  AND  ONE- 
HALF  CENTS  PER  HUNDRED  l»OUNDS  HIGHER  THAN  RATES  IN 
EFFE(3T  ON  MAY  2,"),  1918,  BT  T  NOT  TO  EXCEED  FIFTH  CLASS 
RATES  AS  INCREASED  EFFECTIVE  JUNE  25,  1918. 

Application  No.  4733. 

IN  THE  MATTER  OF  THE  APPLICATION  OF  PACIFIC  ELECTRIC  RAIL- 
WAY COMPANY,  A  CORPORATION,  FOR  AN  ORDER  GRANTING 
PERMISSION  TO  INCREASE  RATES  AND  TO  ESTABLISH  JUST 
AND  REASONABLE  RATES  FOR  THE  TRANSPORTATION  OF 
PERSONS  AND  PROPERTY  BETWEEN  POINTS  IN  THE  STATE  OF 
CALIFORNIA. 

Application  No.  5806. 
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IN  THE  MATTER  OF  THE  COMMISSION'S  INVESTIGATION  INTO  THE 
ELECTKIC  STREET  RAILWAY  SERVICE  OF  THE  PACIFIC  ELEC- 
TRIC RAILWAY  COMPANY  AND  IX)S  ANGELES  RAILWAY  COR- 
PORATION IN  THE  HOLLYWOOD  DISTRICT  OF  THE  CITY  OF  LOS 
ANGELES. 

Case  No.  1602. 

THE  CHAMBER  OF  COMMERCE  OF  SAN  PEDRO 

VS. 

PACIFIC  ELECTRIC  RAILWAY  COMPANY. 


Case  No.  1607. 
Decided  December  24,  1921. 


Valuation — Rate  Base. — The  figure  of  principal  importance  for  use  in  a  rate 
proceeding,  assuming  a  proper  treatment  of  the  reserve  for  depreciation,  is 
held  to  be  the  historical  reproduction  cost,  undepreciated  of  the  operative 
property.  This  figure  is  found  to  be  $04,500,000.  This  amount  represents, 
as  nearly  as  it  can  be  ascertained,  the  actual  reasonable  investment  in  the 
operative  property  existing  at  this  time. 

Rate  of  Retubn — Economic  Maximum. — It  is  well  understood,  the  Commission 
points  out,  that  with  local  railway  and  electric  interurban  railway  rates  there 
exists  what  may  be  termed  an  economic  maximum  in  the  rate  which,  prac- 
tically, can  not  be  exceeded  regardless  of  theoretical  rate  base  and  fair  return 
calculations.  It  happens  that  in  the  case  of  electric  railways,  and  especially 
in  the  case  of  this  particular  railway,  this  economic  maximum  is  determined, 
to  a  large  extent,  by  competitive  forces — the  private  and  public  automobile 
and  truck. 

Operation  at  I^oss. — The  Commission  states  that  it  has  very  reluctantly  reached 
the  conclusion  that  it  can  not  justify  from  any  standpoint  the  continuation 
of  a  separate  and  distinct  public  utility  service  operated  permanently  at  a 
material  loss,  with  the  unavoidable  consequence  that  in  some  form  such  loss 
must  be  borne  by  patrons  of  other  lines  and  services. 

Losing  Local  Service — Eliminated  From  Rate  Base. — In  this  case  there  was 
eliminated  from  the  rate  base  such  proi>erty  as  may  fairly  be  apportioned  to 
losing  local  services  and  also  there  was  eliminated  the  resulting  operating 
losses  in  a  consideration  of  a  fair  return  that  may  under  reasonable  rates  be 
earned  by   applicant. 

Arbitrary  Zone  Cuaroe — Uniform  Mileage  Basis — Nondiscriminatory  Fares. 
The  arbitrary  charge  of  0  cents  for  a  5i-mile  zone  in  Los  Angeles  in  con- 
nection with  interurban  service  is  abolished  and  all  fares  placed  on  a  uni- 
form and  nondiscriminatory  mileage  basis. 

Blanket  Beach  Fares. — It  is  found  that  blanket  rates  granted  to  beach  com- 
munities in  their  developmental  period  should  be  discontinued  as  to  ordinary 
traffic  during  week  days.  On  Saturdays,  Sundays  and  holidays  the  order 
makes  provision  for  blanket  round-trip  excursion  fares. 

Zones  in  Los  Angeles. — Two  G-cent  zones  ordered  established  in  Los  Angeles. 
The  G-cent  fare  zones  are  made  applicable  only  to  local  business,  the  interurban 
traffic  being  on  a  uniform  mileage  basis. 

Deferreh)  Maintenance — Extraordinary  and  Temporary  Expenses. — It  is 
pointed  out  that  as  the  present  decision  is  intended  to  establish  normal  rate 
structure,  heavy  deferred  maintenance  and  extraordinary  and  temporary 
expenses  should  not  be  charged  against  a  short  period. 

Universal  Transfers. — It  is  declared  that  one  of  the  most  urgent  transiMrtadon 
needs  of  the  city  of  Los  Angeles  is  a  system  of  universal  transfers  from  the 
Pacific  Electric  local  lines  to  the  lines  of  the  Los  Angeles  Railway  and  vice 
versa.  The  order  in  the  present  proceeding  requires  a  stipulation  by  appli- 
cant declaring  its  readiness,  provided  the  Commission  makes  a  similar  order 
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in  the  Los  Angeles  Railway  case,  to  establish  a  transfer  good  on  both  lines 
and  to  such  extent  and  under  such  conditions  as  may  be  determined  by  the 
Commission. 

Frank  Karr  and  H.  C.  Oortner,  for  Pacific  Electric  Railway  Company. 

J€88  E,   titephens^    W.  P,   Mealey,   Milton   Btyan,   H.  Z.   OBhornCt  Jr,^   and  F.  A. 

Lorentz,  for  the  City  of  Los  Angeles. 
J,  H.  Uotcard,  for  City  of  Pasadena. 
William  Hazlett^  for  City  of  South  Pasadena. 
Arthur  A.  Weber,  for  City  of  Santa  Monica. 
T.  C,  Gould,  for  City  of  Alhambra. 
Thomas  B.  Reed,  for  City  of  Covina. 
Frederick  Baker,  for  City  of  Azusa. 

H.  B.  Lynch  and  Bsrt  B.  Woodward,  for  City  of  Glendale. 
Clyde  Woodworth,  for  City  of  El  Segundo,  Citv  of  Inglewood  and  City  of  Beverly 

Hills. 
Geo,  L,  Hoodenpyl  and  Bruce  Mason,  for  City  of  Long  Beach. 
Geo,  H.  Scott,  for  City  of  Santa  Ana. 
Charles  W.  Lyon,  for  City  of  Venice. 

E.  O.  Winhurn,  for  the  City  of  Watts. 
William  Guthrie,  for  City  of  San  Bernardino. 

Walter  F,  Dunn,  for  City  of  El  Monte  and  City  of  Arcadia. 

Miguel  Estudillo,  for  City  of  Riverside. 

John  P.  Dunn  and  A,  Black,  for  City  of  Monrovia. 

Frank  L.  Perry,  for  cities  of  Manhattan  Beach,  Ilermosa  Beach  and  Redondo  Beach. 

Thomas  A.  Bcrkehile,  for  City  of  Monterey  Park. 

C.  L,  Welch,  for  Hollywood,  and  Santa  Monica  Boulevard  Improvement  Association. 

Earl  Crandall  and  G,  E.  Delevan,  Jr.,  for  City  of  Manhattan. 

George  R.  Wickham,  for  City  of  Ilermosa  Beach. 

W,  E.  Guerin,  for  City  of  Pomona. 

P.  A,  Stanton,  for  Seal  Beach. 

F.  P.  Gregson,  for  Associated  Jobbers  of  Los  Angeles. 
J.  S,  Horn,  for  Los  Angeles  Central  Labor  Council. 
W,  U,  Engle,  for  Northwest  Welfare  Association. 

Harold  Janss  and  F.  A,  Cattern,  for  Northeast  Los  Angeles  Improvement  Asso- 
ciation. 

Shannon  Chandall,  for  Los  Angeles  Chamber  of  Commerce,  Torrance  Chamber  of 
Commerce,  Llewellyn  Iron  Works  and  the  Union  Tool  Company  at  Torrance. 

W,  H.  Ingle,  for  people  of  Edendale. 

Henry  E.  Carter,  for  Wilmington  Chamber  of  Commerce. 

Rollin  L.  McNitt,  for  Eagle  Rock  Chamber  of  Commerce. 

/.  (/.  Lewis  and  Milton  Bryan,  for  Chamber  of  Commerce  of  San  Pedro. 

W.  E.  MelUnger,  for  Chamber  of  Commerce  of  Ilermosa  Beach. 

Harlan  G.  Palmer  and  E.  M.  TUden,  for  Hollywood  Board  of  Trade. 

Howard  F.  Shepherd  and  C.  L.  Welch,  for  Santa  Monica  Boulevard  Improvement 
Association. 

O.  G.  Ball  and  .1.  L.  Colby,  for  Dayton  Improvement  Association. 

M.  L,  Garrigus,  for  certain  citizens  of  Central-South  Hollywood. 

Seward  Cole  and  Edwin  O.  Palmer,  for  Santa  Monica  and  Vine  Boulevard  Business 
Men's  Club. 

R,  J.  Harwood,  for  Hollywood  Vermont  Association. 

Anthony  Pratt,  for  Municipal  League. 

E.  C.  Moore,  for  Vermont  Avenue  and  GriflBth  Park  Improvement  Association. 
W,  H,  Cline  and  Van  M,  Griffith,  for  Los  Angeles  Park  Commission. 

W,  E.  Sibertson,  for  West  Hollywood  Association. 

A,  A,  Pratt,  for  himself  as  patron  of  Pacific  Electric  and  driver  of  automobile. 

H,  W,  Kidd  and  F,  D.  Howell,  for  Motor  Transit  Company. 

Rollin  L,  McNitt,  for  Pasadena-Pomona  Stage  Line,  Pasadena-Ocean  Park  Stage 

Line,  Mount  Wilson  Stage  Line,  Arrowhead  Springs  Company. 
J5,  W,  Thompson,  for  United  Stages,  Incorporated. 

F.  Landier,  for  Auto  Bus  Operators  in  San  Pedro. 

A,  W.  Burit  for  Protestants,  residents  of  San  Antonio  Heights. 
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C.  F,  Sawyer,  for  himself  as  a  resident  of  Hollywood. 
A,  F,  Hallf  of  Long  Beach,  in  propria  persona. 

Commissioners f  Bbundioe,  Loveland,  Rowell  and  Benedict. 

OPINION. 

The  applications  and  complaints  referred  to  above,  although  some  of 
them  were  separately  heard,  are  consolidated  with  the  proceeding  in 
Application  No.  5806.  This  was  done  by  stipulation  of  all  parties  on 
the  hearing  in  the  latter  application  on  October  11,  1921. 

All  of  the  five  applications  ask  for  rate  increases  on  the  part  of  the 
Pacific  Electric  Railway  Company  (hereinafter  referred  to  as  the  com- 
pany). In  Case  No.  1602  the  Commission,  on  its  own  initiative,  insti- 
tuted an  investigation  into  the  street  railway  service  rendered  in  the 
Hollywood  district  of  the  city  of  Los  Angeles.  Case  No.  1607  Is  a  com- 
plaint by  the  Chamber  of  Commerce  of  San  Pedro  against  the  Pacific 
Electric  Railway  Company,-  relating  particularly  to  service  and  facili- 
ties in  the  San  Pedro  district  of  the  city  of  Los  Angeles. 

To  understand  the  present  case,  a  brief  review  of  the  rate  situation 
covered  by  the  various  application^  and  of  the  events  leading  up  to  the 
present  proceeding  is  desirable.  Application  No.  3791  was  filed  in 
May,  1918,  during  the  period  of  abnormal  Qosts  and  labor  conditions 
resulting  from  the  war,  and  the  company  asked  for  increases  in  inter- 
urban  one-way,  round-trip  and  commutation  fares.  In  September, 
1918,  the  Commission,  in  Decision  No.  5731,  granted  certain  increases. 
These  were  protested  by  the  cities  of  Santa  Monica,  Venice,  Pasadena, 
South  Pasadena,  Alhambra,  San  Gabriel  and  Long  Beach  in  petitions 
asking  for  a  rehearing.  Rehearings  were  granted  and  in  Decision  No. 
5953  of  November  21,  1918,  the  original  order  was  amended  in  some 
particulars.  It  was  realized  that  Application  No.  3791  was  an  emer- 
gency proceeding  and  no  attempt  was  made  to  deal  with  the  company's 
entire  rate  structure  in  a  comprehensive  manner.  The  local  five-cent 
fare  in  Los  Angeles  and  in  outside  towns  was  left  undisturbed.  The 
emergency  rates  fixed  by  the  Commission  in  that  proceeding  resulted 
in  a  paper  increase  of  approximately  18  per  cent,  on  which  not  more 
than  12  per  cent  increase  was  realized  in  gross  revenue. 

On  February  27,  1919,  the  company  filed  Application  No.  4403  and 
on  March  1,  1919,  Application  No.  4407.  In  these  two  applications 
the  inadequacy  was  urged  of  the  increase  granted  in  Decision  No.  5953 
and  increases  were  asked  from  i\ve  conts  to  seven  cents  in  the  local  fares 
witliin  the  city  of  Los  Angeles  and  in  thirty-five  (35)  communities 
out-ide  of  Los  Angeles.  Hearings  were  held  in  these  applications  on 
A^apoN  ^^5^  1919,  and  April  29,  1919,  but  before  a  decision  could  be 
r(  ndf  red.  additional  large  increases  in  operating  expenses  caused  the 
commny  to  ask  for  a  dismissal  of  Applirations  No.  ^03  and  No.  4407 
and  f  ^  a  ir^ore  comprehensivo  treatment  of  the  rate  situation.    This  the 
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company  did  in  Application  No.  5806,  filed  on  June  11,  1920.  The 
application  declares  the  established  rates  to  be  insufficient  to  produce  a 
just  return  upon  applicant's  property  and  insufficient  to  produce  suffi- 
cient revenue  to  meet  its  fixed  charges  and  operating  expenses  and  so 
low  and  inadequate  as  to  be  unjust  and  unreasonable.  The  application 
goes  on  to  show  the  increase  in  operating  expenses,  the  necessity  for 
additional  capital  and  that  no  dividends  have  ever  been  paid  on  the 
capital  stock  of  the  company.  In  view  of  the  losses  sustained,  the 
company  asks 

the  Commission  to  make  a  comprehensive  examination,  investigation  and  sur- 
vey of  its  rate  and  service  situation  and  to  authorize  a  complete  revision  of 
its  rate-  schedule  on  a  permanent  basis  that  will  provide  a  revenue  sufficient 
to  pay  its  operating  expenses  and  fixed  chargps,  and  render  a  fair  and  reason- 
able return  upon  its  railroad  property  investment. 

In  support  of  its  application  the  company  filed  a  number  of  exhibits 
dealing  with  investment,  revenues,  and  expenses.  Applicant  declares 
it  to  be  impossible  to  state  with  accuracy  the  original  cost  of  the  rail- 
road and  equipment  because  the  records  of  consolidated  predecessor 
companies  are  inadequate,  and  asserts  that  the  true  cost  to  applicant 
of  its  railroad  property  and  equipment  is  stated  tp  be  the  capital  stock 
now  issued  and  outstanding,  which  was  issued  by  applicant  to  stock- 
holders of  the  constituent  corporations  and  the  assumption  of  all  of  the 
debts,  liabilities  and  obligations  of  such  constituent  corporations,  and 
the  sums  subsequently  invested  by  applicant.  The  value  of  the  property 
used  in  the  operation  of  its  railroad  and  transportation  business  is 
estimated  by  the  company  **at  a  conservative  valuation  in  excess  of 
$75,000,000.'*  Applicant  agrees  to  file,  as  a  part  of  its  application,  an 
inventory  and  appraisal  of  its  property  in  detail  and  submit  this  at 
the  time  of  the  hearing  of  this  application. 

The  company  further  states 

that  in  view  of  the  fact  that  such  comprehensive  examination  and  investigation 
on  the  part  of  the  Commission  will  probably  consume  several  months'  time, 
and  in  view  of  the  extraordinary  need  which  applicant  has  for  immediate  relief 
from  its  present  financial  situation  caused  by  the  great  increase  in  operating 
costs,  increased  cost  of  supplies,  wages,  power,  material,  taxes  and  capital 
hereinbefore  referred  to,  applicant  asks  that  the  Commission  make  a  tem- 
porary order,  effective  during  the  pendency  of  said  investigation  and  until  per- 
manent rates  are  established,  making  increases  in  its  rates,  schedules  and 
fares  now  in  effect  to  such  amount  as  will  make  said  rates  just  and  reasonable 
and  adequately  remunerative. 

Two  alternate  plans  are  suggested  in  the  application  for  a  temporary 
rate  increase  dealing  with  local  and  interurban  fares.  Applicant  also 
asks  for  an  increase  of  its  freight  rates  to  bring  them  to  a  parity  with 
the  freight  rates  on  steam  railroads  in  competitive  territory. 

While  the  Commission  was  considering  the  advisability  of  granting 
a  temporary  or  emergency  rate  increase  a  new  phase  of  the  situation 
developed  through  the  enactment  of  the  Federal  Transportation  Act. 
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In  pursuance  of  the  mandate  of  Congress  the  Interstate  Commeroe 
Commission  divided  the  country  into  several  railroad  zones,  California 
falling  into  the  so-called  Mountain-Pacific  zone,  and  ordered  a  25  per 
cent  increase  of  freight  rates  and  a  20  per  cent  increase  in  passenger 
rates  within  that  zone  in  order  to  produce  for  the  carrriers  the  5^  per 
cent  or  6  per  cent  fair  return  specified  in  the  Transportation  Act. 
The  applicant  had  become  a  party  to  the  joint  application  of  the  inter- 
state carriers  operating  in  this  state  for  an  order  authorizing  the  same 
increase  in  passenger  and  freight  rates  in  California  as  had  been 
authorized  by  the  Interstate  Commerce  Commission  in,  &x  parte  74. 
This  Commission,  therefore,  had  before  it  the  two  proposed  temporary 
rate  schedules  as  set  forth  in  Application  No.  5806  and  the  ex  parte  74 
matter  dealing  with  the  uniform  25  per  cent  freight  and  20  per  cent 
passenger  fare  increases  for  all  carriers  in  California.  The  decision 
was  reached  to  include  the  Pacific  Electric  Railway  Company  in  the 
Commission's  decision  in  ex  parte  74,  to  disregard  the  company's 
specific  proposals  for  temporary  increases  and  to  proceed  with  a  general 
investigation  of  the  company's  operations  and  financial  condition  with 
a  view  to  establishing  a  comprehensive  and  what  might  be  called  per- 
manent basis  for  a  fair  and  reasonable  rate  structure. 

1.     Investment,  valuation,  rate  base. 

The  investment  figures  are  shown  in  the  company's  annual  report 
to  the  Commission  as  of  December  31,  1920,  as  follows  (to  the  nearest 
dollar)  : 

Investment  in  road  and  equipment $85,164,558  00 

Miscellaneous    physical    property 92^01  00 

Materials    and    supplies 2,278,224  00 

$87,535,173  00 

No  great  reliance  or  particular  significance  can  be  placed  on  these 
figures  for  rate-making  purposes,  since  it  is  not  known  to  what  extent 
so-called  intangible  items  are  included  and  since  it  is  impossible  to 
make  a  check  of  the  correctness  of  additions  and  betterments  and 
retirements  in  the  early  years  of  the  company's  history.  The  total, 
however,  may  be  compared  from  the  standpoint  of  reasonableness  with 
certain  valuation  figures  which  are  now  available. 

In  the  applications  preceding  Application  No.  5806  the  position  was 
uniformly  taken  by  the  representatives  of  the  interested  communities 
that  the  reasonableness  of  any  rates  was  impossible  of  determination 
because  of  the  absence  of  reliable  information  on  the  value  of  the  com- 
pany's  property  used  and  useful  in  the  public  service.  In  the  com- 
pany's opinion  a  valuation  was  not  of  controlling  importance  because 
a  fair  return  was  not  being  earned  and  probably  could  not  be  earned. 
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even  if  both  the  rate  of  return  and  the  valuation  were  taken  at  the 
lowest  possible  fibres.  This  generalization  did  not,  however,  satisfy 
the  communities.  They  insisted  upon  a  valuation  being  made.  The 
Commission,  in  consequence,  instructed  its  engineering  department 
to  prepare  a  detailed  inventory  and  appraisal  and  to  submit  figures 
of  original  cost,  reproduction  cost  and  accrued  depreciation.  Such  a 
valuation  was  made  and  introduced  in  this  proceeding  as  Commission's 
Exhibit  No.  1.  The  valuation  consists  of  three  large  volumes  and  is 
a  very  detailed  and  exhaustive  piece  of  work.  According  to  the  report 
of  the  department  a  finding  of  the  original  cost  of  the  company's  prop- 
erties could  not  be  made;  the  necessary  data  for  such  a  figure  do  not 
appear  to  be  in  existence.  Detailed  estimates  of  historical  reproduction 
cost  undepreciated  and  depreciated  were  produced.  In  the  company's 
opinion  a  historical  reproduction  xjost  estimate  was  not  alone  sufficient 
to  reflect  all  important  elements  of  the  present  value  of  this  property 
for  rate-making  purposes  and  applicant  urged  that  consideration  should 
also  be  given  by  the  Commission  to  a  reproduction  cost  new  estimate 
of  its  property.  Such  an  estimate,  was  also  made  by  our  engineering 
department. 

A  summary  of  the  valuation  figures  found  in  Commission's  Exhibit 
No.  1  is  as  follows 

Entire  System  us  of  December  31^  1920. 
(a)   Historical  reproduction  cost  undepreciated — 

Operative  property $63,412,675  00 

Nonoperative    property 7,782,084  00 

Total $71,194,759  00 

<b)   Historical  reproduction  cost  less  depreciation — 

Operative  property $50,752,455  00 

(Condition,  per  cent,  SO) 

Nonoperative  property 5,619,641  00 

(Condition,  per  cent,  72) 

Total , $56,372,096  00 

(Condition,  per  cent,  79) 

(c)  Reproduction  cost  new,  based  on  5-year  construction  period  end- 

ing December  31,  1920— 

Operative  property $92,400,000  00 

Nonoperative  property 11,200,000  (X) 

Total $103,600,000  00 

(d)  Reproduction  cost,  new,  less  depreciation — 

Operative  property $73,900,000  00 

Nonoperative  property 8,800,000  00 

Total $82,700,000  00 

Condition  per  cent  same  as  above. 
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Between  January  1  and  October  31,  1921,  the  company  has  expended 
$1,008,780  for  additions  and  betterments.  Adding  this  amount  to  the 
figures  for  operative  property,  we  have  the  following  totals : 

Entire  System — Operative  Property  as  of  October  SI,  1921, 

Historical  reproduction  cost,  undepreciated ! $64,421,455  OO 

Historical  reproduction  cost,  less  depreciation 51,761,235  00 

Reproduction  cost  new,  undepreciated 93,408,780  00 

Reproduction  cost  new,  less  depreciation 74,908,780  00 

The  company  filed  a  statement  of  exceptions  to  the  engineering 
department's  valuation  as  of  December  31,  1920.  The  valuation,  so 
far  as  the  inventory  is  concerned,  is  accepted  by  the  company,  together 
with  the  statements  as  to  the  physical  facts  as  set  forth  in  the  aigineer- 
ing  department's  report,  sulyect  to  the  right  to  make  later  suggestions 
looking  toward  modification  in  so  far  as  errors  or  omissions  are  in 
question.  The  company  does  not,  however,  accept  the  conclusions 
reached  by  the  engineering  department  with  regard  to  certain  items 
enumerated  in  the  statement.  Applicant's  principal  claims  and  objec- 
tions are  these:  an  increase  of  20  per  cent  is  asked  in  the  item  of 
** engineering"  (the  claimed  increase  amounting  to  $351,712) ;  a  claim  ^ 
for  a  so-called  right  of  way  multiple  of  175  per  cent  is  made  and 
the  valuation  of  the  right  of  way  is  claimed  to  be  $18,636,409.75 
instead  of  $10,649,377  as  found  by  the  engineering  department  (claimed 
increase  $7,989,033) ;  the  valuation  of  the  property  embraced  in  I.  C.  C. 
Account  No.  3  ** other  land"  is  objected  to  for  the  same  reason  and  a 
claim  for  a  multiple  similar  to  the  one  urged  for  ** right  of  way"  is 
made  (this  would  increase  this  item  by  $7,608,705)  ;  objection  is  made  to 
the  estimate  of  grading  and  the  disallowance  by  the  engineering  depart- 
ment of  adaptation,  solidification  and  seasoning  is  protested  (no 
definite  sum  of  money  is  claimed  under  this  item) ;  a  claim  for  ''interest 
during  construction"  is  made  for  a  rate  of  8.42  per  cent  instead  of 
the  6  per  cent  used  by  the  engineering  department,  together  with  a  claim 
that  interest  should  also  be  allowed  on  the  land  values  (amounting  to 
an  additional  claim  of  $949,988) ;  an  item  of  working  capital  of 
$600,000  is  claimed;  the  item  of  **park  and  resort  property,"  classed 
by  our  engineers  as  nonoperative  property,  is  claimed  to  be  operative 
and  a  transfer  of  this  item  is  asked  (this  would  increase  the  total  of 
operative  property  by  $479,851) ;  the  percentage  allowed  by  the  engi- 
neering department  for  ** taxes"  is  protested  and  1.25  per  cent  is  asked, 
instead  of  one-half  of  one  per  cent  used  by  the  engineering  department 
(adding  $500,000  to  the  valuation) ;  objection  is  made  to  the  exclusion 
from  operative  property  of  lands  dedicated  and  appropriated  to  public 
use  for  highway  purposes  subject  to  the  right  of  the  railroad  to  main- 
tain and  operate  its  trains  (no  definite  sum  is  claimed  for  this  item) ; 
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claim  is  made  for  the  element  of  **eost  of  service"  but  not  in  any 
definite  amount.  The  ag^egate  of  the  valuation  increases  asked  as 
to  the  items  for  which  a  definite  money  claim  is  made  amounts  to 
$18,477,289.  We  see  no  necessity,  in  this  case,  of  making  a  decision  on 
these  disputed  items.  It  may  be  stated,  however,  that  in  this  valuation 
the  usual  and  established  methods  of  the  Commission  and  of  the  engineer- 
ing department  were  used  and  that,  in  the  valuation  of  this  property, 
this  company  has  been  dealt  with  the  same  as  other  public  utilities. 
We  have  in  all  recent  valuation  cases,  after  full  consideration, 
uniformly  decided  against  the  allowance  of  land  multiples  and  against 
allowance  for  adaptation  and  solidification  of  grading.  Neither  do  we 
feel,  in  view  of  the  record  in  this  case,  that  there  should  be  an  increase 
over  that  made  in  Commission's  Exhibit  No.  1  in  the  allowance 
for  ** engineering,''  ** interest"  and  ** taxes"  and  are  not  persuaded 
at  this  time  that  the  item  of  **park  and  resort  property"  should  be 
transferred  to  the  class  of  property  listed  as  used  and  useful  for 
transportation  purposes. 

The  figure  of  principal  importance  for  use  in  a  rate  proceeding, 
assuming  a  proper  treatment  of  the  reserve  for  depreciation,  we  con- 
sider the  historical  reproduction  cost,  undepreciated,  of  the  operative 
property.  This  figure  at  the  present  time  is  approximately  $64,500,000. 
This  amount  represents,  as  nearly  as  it  can  be  ascertained,  the  actual 
reasonable  investment  in  the  operative  property  existing  at  this  time. 

If  8  per  cent  were  at  the  present  time  held  to  be  a  fair  rate  of  return, 
then  a  reasonable  net  earning  after  operating  expenses,  depreciation 
and  taxes  would  come  to  approximately  $5,150,000  (exactly  $5,153,716). 
We  do  not  hesitate  to  say  at  this  point  that  if  rates  were  fixed  to  pro- 
duce such  a  return,  regardless  of  all  other  circumstances,  such  rates 
would,  in  our  opinion,  be  unreasonable  rates  and  would  not  be  just  and 
fair  to  the  public.  It  is  well  understood  that  with  local  street  railway 
and  electric  interurban  railway  rates  there  exists  what  may  be  termed 
an  economic  maximum  in  the  rate  which,  practically,  can  not  be 
exceeded  regardless  of  theoretical  rate  base  and  fair  return  calcula- 
tions. It  happens  that  in  the  case  of  electric  railways,  and  especially 
in  the  case  of  this  particular  railway,  this  economic  maximum  is  deter- 
mined, to  a  large  extent,  by  competitive  forces,  and  we  have  reference 
now  to  the  competition  of  the  private  and  public  service  automobile 
and  truck.  We  shall  have  occasion  to  refer  to  this  matter  again  under 
another  heading  in  this  opinion. 

If  it  were  held  that  this  road,  in  the  matter  of  a  fair  return,  should 
have  an  average  return  as  Congress  contemplated  for  all  of  the  country's 
steam  roads  and  as  the  Interstate  Commerce  Commission  interpreted 
the  mandate  of  the  Transportation  Act  in  ex  parte  74,  this  applicant's 
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rates  would  have  to  be  fixed  to  return  a  profit  to  the  owners  of  5^  per 
cent  or  6  per  cent.  On  that  assumption  the  fair  return  would  be,  on  the 
6  per  cent  basis,  $3,865,287,  and,  on  the  5^  per  cent  basis,  $3,543,177. 

It  is  in  the  record  that  at  no  time  since  1912  have  the  net  earnings 
of  this  compaijy  approached  even  the  smallest  of  these  figures.  Com- 
mission's Exhibit  No.  2  shows  that  the  per  cent  return  on  the  historical 
reproduction  cost  adjusted  for  the  years  1914  to  1920,  inclusive 
(operative  property  and  operative  income  considered  only),  was  as 
follows : 


Tear 

Approximate  his- 
torical reprodactlon 
cost  of  operative 
property 

Total 

operating 

income 

Approximate  p«r 
cent  of  retnm  on 
historical  repro- 
duction cost 

U914 

n915 

n916  — _ 

$58,400,000 
59.200,000 
60,000,000 
60.800,000 
61,600,000 
62.400,000 
63,200.000 
64,000.000 

$2,366^910 
2.351.328 
2,346,629 
2,261,823 
2,490.313 
1.619.189 
897.772 
2,714.411 

4.0 
4.0 
3.9 

1916 

37 

1917 __. 

«1918 

4.0 
2.6 

1919 

1920 „,. „. 

1.5 
4.2 

^Year  ending  June  SO.    'Calendar  year. 

It  should  be  added  that  the  showing  made  in  the  table  above  is,  in 
fact,  less  favorable  than  would  appear  from  the  percentage  returns. 
This  is  true  because,  for  reasons  which  will  appear  hereunder,  the 
company  has  during  the  last  four  or  five  years  undermaintained  its 
property  and  deferred  all  except  the  most  urgent  maintenance  expenses 
and,  in  addition,  has  set  aside  an  inadequate  depreciation  reserve.  The 
fact  appears  to  be  established  that  the  rate  of  return  has  at  all  times 
during  the  quoted  period  been  below  the  actual  cost  of  money  and  at 
least  20  per  cent  lower  than  the  average  interest  rate  on  the  company's 
outstanding  securities. 

These  facts  and  other  causes,  it  appears  to  us,  must  have  due  con- 
sideration in  the  fixing  of  rates  at  this  time. 

2.     Results  of  investigation  into  financial  operating  and  service  conditions. 

When  Application  No.  5806  was  filed  it  was  apparent  to  the  Com- 
mission that  full  and  complete  information  should  be  at  its  disposal 
in  order  to  make  possible  an  intelligent  decision  dealing  with  the  com- 
pany's entire  rate  structure.  The  Commission,  therefore,  in  June, 
1920,  instructed  its  chief  engineer  to  make  a  full  investigation  of  the 
financial,  operating  and  service  conditions  of  the  Pacific  Electric  sys- 
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tern.    The  program  adopted  for  this  investigation  included  the  follow- 
ing matters: 

I.  Analysis,  line  by  line,  for  the  entire  system  of 

(a)  Revenues  from  operation   (passenger  and  freight). 

(b)  Expenses  of  operation   (passenger  and  freight). 

(c)  Service  rendered : 

Number  of  passengers. 

Origin  and  destination  of  passengers. 

Operating  schedules  as  to  time  tables  and  to  number  of  seats  offered. 

(d)  Probable  future  growth  of  communities. 

II.  Study  of  possible  changes  through  additions  to  fixed  capital,  either  by  railway 
company  or  the  communities,  or  both. 

III.  Sources   of  cost  of  power,   its   transmission   and   distribution,   use   of  feeder 

cables,  substations,  etc. 

IV.  System-wide  analysis  and  study  of  operating  costs,  including  taxes,  deprecia- 

tion,   paving,    franchise    taxes,    organization    and    administration,    deferred 
maintenance. 
V.  Study  and  analysis  of  past,  present  and  proposed  capital  expenditures  and 
their  relations   to   the  expenditures  suggested  by  us  as  a   result   of  this 
investigation. 
VI.  The"  freight  business. 
VII.  Miscellaneous   studies   into   economies   of   operation    (requirements    for  addi- 
tional rolling  stock;  application  of  one-man  cars  to  cross-town  lines,  etc.). 
VIII.  Franchise  situation  in  Los  Angeles  and  other  communities. 
IX.  Relation  of  Pacific  Electric  to  Southern  Pacific  and  to  other  enterprises  (Los 
Angeles  Terminal  Company,  etc.). 

Later  there  was  added  a  study  of  the  cost  of  automobile  transporta- 
tion (jitney  and  truck)  with  a  view  of  ascertaining  whether  it  would 
be  practicable  or  advisable  to  substitute  or  supplement  the  present  elec- 
trict  railway  service  on  some  lines  or  in  some  services  with  motor 
transportation  service. 

This  investigation  continued  during  the  last  half  of  1920  and  prac- 
tically the  entire  year  of  1921.  The  findings  and  conclusions  of  our 
engineers  were  introduced  in  these  proceedings  as  Commission 's  Exhibit 
No.  2  (Report  on  Financial,  Operating  and  Service  Conditions  of 
Pacific  Electric  Railway  Company,  by  Richard  Sachse,  chief  engineer, 
4  Vols.).  The  exhibit  deals  with  all  of  the  matters  assigned  to  the 
engineering  department  by  the  Commission  and  goes  exhaustively  into 
all  phases  of  the  present  problem.  In  so  far  as  matters  were  dealt  with 
affecting  particularly  the  city  of  Los  Angeles,  our  engineering  depart- 
ment had  the  cooperation  of  the  engineers  of  the  board  of  public  utili- 
ties of  the  city  of  Los  Angeles.  A  report  was  introduced  by  Mr.  H.  Z. 
Osborne,  Jr.,  chief  engineer  of  the  board  of  public  utilities  (City's 
Exhibit  No.  1)  dealing  with  the  Pacific  Electric  Los  Angeles  situation, 
and  it  may  be  stated  that,  in  general,  the  city's  engineers  and  our 
engineers  find  the  same  state  of  facts  and  reach  the  same  general  con- 
clusions. The  local  public  oflSeials  and  representatives  of  commercial 
and  improvement  organizations  in  the  communities  served  by  the  com- 
pany were  advised  of  the  character  and  scope  of  the  investigation  und 
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asked  to  cooperate.  Studies  were  made  of  local  situaticms  and  the 
cooperation  had  from  about  fifty  (50)  communities  influenced  to  a 
considerable  degree  the  conclusions  reached  by  the  engineers.  Subse- 
quent to  the  hearings  in  these  cases  a  series  of  engineering  conferences 
were  held  with  representatives  of  communities  and  of  the  Pacific  Elec- 
tric with  a  view  of  reaching  conclusions  affecting  local  service  in 
various  communities.  The  results  of  these  conferences  are  before  the 
Commission  and  have  been  given  consideration  together  with  the  com- 
plete record  in  these  proceedings. 

3.     Financial  condition  of  applicant. 

It  will  not  be  necessary  to  go  to  any  extent  into  this  company's  cor- 
porate and  financial  history.  The  principal  facts  are  well  known.  The 
present  company  is  a  consolidation  of  a  number  of  predecessor  com- 
panies, and  most  of  these  predecessors,  themselves,  represented  a  con- 
solidation of  separate  and  independent  transportation  corporations. 
The  period  covered  by  the  history  of  this  property  extends  from  1885 
to  the  present  time  and  represents  the  evolution  and  development  of 
urban  and  interurban  transportation  from  horse-car  lines  through 
cable  and  steam  lines  and  narrow  gauge  electric  lines  to  the  present 
modem  high-speed  electric  railway  and  motorbus  service.  There  are 
before  the  Commission  complete  statements  of  capitalization,  earnings 
and  expenses  of  this  property  since  1912,  and  a  careful  analysis  of  these 
figures  is  contained  in  Commission's  Exhibit  No.  2.  The  capitalization 
as  of  June  30,  1921,  is  as  follows : 

Authorised         Outstandliiff 
Common  stock,  par  value  $100  per  share $100,000^000        $34,00a00O 

Par  value 
total  Issue 

Bonds,  par  value ~ ~ _      $65,444,000  57,340.000 


Total  par  value  stocks  and  bonds  outstanding 
as  of  June  30,  1921 — .  $91,346,000 

All  of  the  outstanding  common  stock  is  owned  by  the  Southern 
Pacific  Company.  The  total  shown  under  issued  and  outstanding 
bonds  represents  the  aggregate  amount  of  seventeen  different  bond 
issues  of  varying  dates  of  issue  and  maturity  and  varying  rates  of 
interest,  ranging  from  4  to  6  per  cent,  as  shown  in  detail  in  the  body 
of  the  report.  Practically  all  of  the  bond  issues  have  sinking  fund 
provisions.  Unpaid  interest  on  bonds  outstanding  amounted  to  $5,771,- 
011  on  June  30,  1921,  and  sinking  fund  payments  were  in  arrears  on 
the  same  date  to  a  total  of  $783,417.  No  dividends  have  been  i)aid 
on  common  stock  since  the  incorporation  of  the  company  in  1911.  It 
appears  that  of  the  total  outstanding  bonds  the  Southern  Pacific  Com- 
pany's holdings  amount  to  $27,031,000  par  value.     The  average  rate 


Digitized  by 


Google 


CALIPORNU  RAILROAD  COMMISSION  DECISIONS.  1099 

of  interest  on  all  of  the  outstanding  bonds  is  approximately  5^  per 
cent. 

The  other  total  indebtedness,  unsecured,  on  June  30,  1921,  was 
$15,358,589;  practically  all  of  this  amount  owing  to  the  Southern 
Pacific  Company. 

The  company's  balance  sheet  as  of  June  30,  1921,  shows  an  accumu- 
lated deficit  of  $13,443,444.  This  is  the  aggregate  of  annual  deficits 
from  operation  ranging  from  $500,000  to  a  maximum  of  $2,767,726.31 
(in  the  calendar  year  1919). 

The  financial  result  of  the  operations  of  the  system  since  1912  may 
be  summarized  in  this  way :  at  no  time  since  1913f  has  the  company  had 
sufficient  earnings  in  any  one  year,  after  the  operating  expenses  were 
taken  care  of,  to  meet  the  full  interest  on  its  bonds,  and  nothing,  of 
course,  was  available  for  surplus  or  for  investment  in  plant  out  of  the 
earnings  or  for  returns  to  the  owners  of  the  property  in  any  other 
form.  It  is  apparent  that  the  financial  situation  has  progressively 
grown  worse  from  1912  to  1919,  and  only  in  1920  (because  of  increases 
in  rates  and  increased  business)  was  there  a  tendency  in  the  other 
direction. 

We  have  already  stated  that  the  book  figures  do  not  show  the  real 
financial  condition  to  the  extent  that,  by  reason  of  deferred  mainte- 
nance and  the  lack  of  an  adequate  depreciation  reserve,  large  operat- 
ing and  capital  expenditures  have  now  become  necessary  which  should 
have  been  spread  over  a  number  of  years  in  the  past.  It  is  only  because 
the  losses  of  this  system  have  been  carried  by  the  more  prosperous  par- 
ent concern,  the  Southern  Pacific  Company,  that  the  present  applicant 
has  been  able  to  escape  receivership. 

4.    Causes  of  present  condition. 

The  controlling  causes  of  the  present  financial  condition  of  the  com- 
pany, in  the  order  of  their  permanent  importance,  are  stated  as  foUows 
in  Commission's  Exhibit  No.  1: 

First — ^Motor  car  competition,  including  private  and  public  machines  used  in 
transporting  both  passengers  and  freight; 

Second — Abnormal  conditions  and  costs,  prior,  during  and  subsequent  to  the  war; 

Third — Growing  burden  of  expenditures  not  related  to  the  previously  mentioned 
causes. 

We  are  satisfied  that  the  motor-car,  private  and  public,  is  the  most 
serious  factor  responsible  for  insufficient  revenues.  Since  1910  the 
population  of  the  city  of  Los  Angeles  has  at  least  doubled  and  nearly 
the  same  ratio  of  growth  has  been  maintained  in  the  bulk  of  the 
territory  served  by  the  Pacific  Electric.  In  spite  of  this  very  great 
increase  in  population,  the  number  of  passengers  carried  declined 
each  year  from  1914  to  1917  with  only  slight  increases  in  1918,  1919 
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and  1920.  Only  in  1920  was  as  high  a  total  reached  as  in  1914.  The 
ear  mileage  on  the  system  increased  fnwn  25,786,722  in  1913  to 
28,095,253  in  1920  and  the  paasenger  revenue  from  $7,268,657  to 
$10,823,536.  In  1913  the  passenger  revenue  per  car  mile  was  28.2 
cents  and  in  1920,  38.5  cents.  During  the  same  period  the  cost  of 
the  service  increased  greatly.  Since  1916  various  labor  costs  on  this 
road  have  advanced  from  55  to  135  per  cent  and  materials  from  20 
per  cent  to  400  per  cent,  with  an  average  for  all  labor  of  about  90  per 
cent  and  for  all  materials  of  about  100  per  cent.  To  offset  these 
increases  the  rates  of  fare  have  been  advanced.  These  rate  increases, 
however,  were  imable  to  keep  step  with  the  increased  cost  of  operation 
and  while  the  latter,  between  1916  and  1920,  increased  from  80  to  120 
per  cent,  the  aggregate  increase  in  rates  has  averaged  less  than 
40  per  cent,  with  an  actual  increase  in  revenue,  due  to  increased 
rates,  of  less  than  30  per  cent. 

Motor  tran^ortation  as  a  competitor  to  steam  and  electric  rail- 
roads has  come  to  stay.  The  Commission  has  repeatedly  had  occasion 
to  state  its  attitude  toward  that  transportation  utility.  The  law  is 
specific  in  recognizing  this  form  of  transportation  as  a  carrier  utility 
and  there  should  be,  in  our  (pinion,  opporttinity  for  unobstructed 
development  so  that  it  may  be  demonstrated  to  what  extent,  and 
under  what  circumstances  the  motor  common  carrier  is  an  advance  over 
older  forms  of  transportation  and,  therefore,  a  superior  instrument 
of  public  convenience  and  necessity.  From  the  record  in  this  case 
it  would  appear  that  under  certain  conditions  the  motor-bus  has  the 
advantage  over  the  electric  road  and  this  conclusion  would  seem  to  be 
borne  out  by  the  other  fact  that  the  present  applicant,  itself,  is  now 
undertaking  to  supplement  its  electric  service  with  motor  service. 
It  is  also  clear  from  this  record  that,  in  several  communities,  notably 
the  San  Pedro  district  of  the  city  of  Los  Angeles  and  Pasadena,  and 
possibly  Long  Beach,  the  two  forms  of  transportation  have  come  into 
competition  to  such  an  extent  that  there  is  not  business  enough  for 
both  of  them  to  continue  to  live.  And  however  reluctantly  the  com- 
munities immediately  concerned  may  accept  such  a  conclusion,  it  is, 
nevertheless,  true  that  there  is  no  warrant  for  the  continuation  of 
electric  service  unless  such  a  service  can  be  made  at  least  self-sustaining. 
When  we  say  self-sustaining,  we  have  in  mind  earnings  suflScient  to 
pay  for  actual  operating  costs  (labor,  power,  maintenance,  taxes, 
depreciation)  and  we  do  not  here  refer  to  interest  on  investment  or 
fair  return.  And  in  territory  where  there  are  no  prospects  of  such, 
earnings,  the  public  must  realize  that  they  are  faced  with  a  dis- 
continuance of  electric  railway  service.  If  the  view  were  taken  that 
the  company  should  not  be  allowed  to  abandon  a  service,  no  matter 
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how  great  the  losses,  it  would  naturally  follow  that  these  losses  would 
have  to  be  borne  by  the  patrons  of  other  branches  of  the  service  because 
the  owners  of  the  railway  will  not  for  any  length  of  time  make  good 
such  losses.  The  Commission  has  not  the  power  (and  is  opposed  to 
the  theory)  of  placing  the  deficit  of  a  losing  public  utility  service 
upon  those  who  do  not  and  can  not  benefit  by  such  service.  In  cases 
of  local  service  where  operating  expenses  have  not  been  earned  for  a 
long  period,  and  where  there  is  no  prospect  of  such  earnings,  we  propose 
that  the  company  put  before  this  Commission  its  plans  either  for 
eliminating  the  service  or  for  making  it  self-sustaining  to  the  extent 
indicated  above. 

With  reference  to  the  second  important  -cause  of  the  company's 
present  financial  conditions  (abnormal  costs  consequent  to  the  war), 
the  record  shows  that  the  tendency  of  labor  and  material  costs  is  down- 
ward at  this  time.  We  believe  the  company  cad  and  will  effect  a 
reduction  in  the  costs  of  units  of  transportation,  both  freight  and 
passenger,  and  this  expectation  is  taken  into  consideration  in  the 
proposed  rates. 

There  are  several  classes  of  expenditures,  however,  which  are  bound 
to  show  further  increases  in  the  future  and  will  continue  to  be  a  growing 
burden  upon  the  company's  patrons  unless  means  are  found  to  minimize 
or  eliminate  such  expenses.  We  refer  to  the  expenditures  growing 
out  of  franchise  conditions  and  principally  paving  costs.  The  Com- 
mission has  repeatedly  stated  the  essential  facts  as  to  paving  expenses 
and  their  effect  upon  the  cost  of  street  railway  operation.  It  is  clear 
that  to  whatever  extent  such  costs  can  be  reduced,  the  car  rider  will 
directly  be  benefited.  On  this  system  the  total  capital  investment  in 
paving  is  reported  by  our  engineers  to  be  in  excess  of  $2,300,000,  and 
the  annual  expense  (including  interest  on  the  investment)  is  figured  in 
excess  of  $400,000.  This  sum  in  1920  amounted  to  about  3  per  cent  of 
the  total  operative  revenue  and  to  12  per  cent  of  the  net  revenue.  The 
significance  of  this  item  and  its  importance  to  the  car  rider  is  therefore 
clear. 

In  Commission's  Exhibit  No.  2  remedies  were  considered  by  our 
engineers  (and  also  by  the  city's  engineers  in  City's  Exhibit  No.  1) 
along  the  following  lines: 

(a)  Through  operating  economies  and  savings. 

(b)  Through   changes   in   service    (additions,    curtailments,    abandonments,    supple- 

menting of,  or  substitution  for  electric  senice  by  motor  car  bus  service). 

(c)  Through  changes  in  plant   (additions  to  fixed  capital  for  new  structures  that 

will  enable  the  handling  of  more  traffic,  bringing  about  better  service  and 
result  in  immediate  or  ultimate  economy  of  operation;  additional  equip- 
ment). 

(d)  Through  elimination  or  curtailment  of  competition  and  elimination  or  lessen- 

ing of  nonproductive  expense  burdens  (jitney  and  motor  truck  competition, 
paving,  franchise  provisions,  taxes). 

(e)  Through  a  change  in  rates  (possible  increases;  rate  readjustment;  zoning). 
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All  of  these  possibilities  are  fully  discussed  in  the  report  and  sug- 
gestions and  recommendations  are  made  both  with  reference  to  the 
general  system  and  individual  lines. 

During  the  course  of  the  investigation  a  number  of  items  of  possible 
saving  or  economy  were  suggested  to  the  company  and  these  were 
adopted  and  put  into  effect  in  most  instances  without  waiting  for  an 
order  from  this  Commission.  It  would  seem,  however,  that  further 
economies  are  possible  and  that  in  order  to  bring  these  about  better 
operating  records  and  statistics  are  required. 

We  are  impressed  particularly  by  the  observations  made  in  Com- 
mission's Exhibit  No.  2  as  regards  the  equipment  situation  and  believe 
the  company  should  pay  special  attention  to  the  recommendations  made 
on  pages  164  to  186  of  that  exhibit.  In  this  branch  of  the  company's 
operations  we  are  satisfied  very  considerable  economies  can  be  effected 
and  large  savings  'made  by  more  eflScient  supervision  and  analysis. 
Our  engineers  conclude  that  the  equipment  in  general  is  in  poor  con- 
dition and  that  it  should  speedily  be  brought  to  normal  operating 
eflBciency.  A  more  suitable  car  for  heavy  city  service  appears  to  be 
needed  and  the  standard  for  steel  interurban  cars  is  not  considered 
satisfactory  and  seems  to  be  uneconomical  for  service  in  the  awn- 
mutation  zone  or  to  the  beaches.  There  are  on  the  system  now  77 
different  types  of  car  bodies,  21  types  of  trucks,  and  21  types  of  motors 
with  different  modes  of  control.  This  is  an  inefficient  and  wasteful 
condition.  While  it  is  true  that  this  great  multiplicity  of  types  is 
a  consequence  of  the  consolidation  of  various  independent  roads,  little 
appears  to  have  been  accomplished  toward  standardization  and  simpli- 
fication. The  company  agrees  to  the  necessity  of  working  toward 
fewer  and  better  standards  and  this  should  promptly  be  done.  There 
appears  to  be  an  excessive  proportion  of  electric  equipment  failures 
and  it  is  in  the  record  that  over  50  per  cent  of  the  total  failures 
occur  on  less  than  20  per  cent  of  the  total  equipment  due  to  a  certain 
type  of  electric  control.  Our  engineers  report  that  equipment  main- 
tenance costs  are  unusually  high,  and  considerable  improvement  seems 
to  be  possible  in  the  company's  shop  practices. 

We  are  laying  stress  on  this  item  because  the  equipment  expense  for 
the  year  1920  amounted  to  over  $2,000,000  (nearly  20  per  cent  of  the 
total  operating  expenses)  and  because  the  condition  of  the  equipment 
enters  to  an  important  degree  in  almost  all  other  operating  expense 
items.  We  expect  the  company  to  satisfy  the  Commission  that  proper 
steps  are  taken  to  carry  out  the  recommendations  pertaining  to  this  and 
other  items  in  Commission's  Exhibit  No.  2. 

The  order  in  this  proceeding  should  contain  a  provision  requiring  the 
company  to  furnish  to  the  Commission,  monthly,  such  operating  and 
traffic  figures  as  will  enable  us  to  keep  in  touch  with  and  check  all 
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recommendations  made  in  this  decision  and  by  the  engineers,  and  to 
observe  the  effects  of  thi?  order. 

'  An  analysis  of  the  various  services  given  by  the  company,  and  the 
operating  results  on  various  lines,  leads  to  the  following  conclusion: 

The  freight  business  is  profitable  and  not  a  burden  on  the  passenger 
operations.  The  freight  revenue  amounts  to  about  27  per  cent  of  the 
total  and  is  increasing  at  a  better  ratio  than  the  passenger  revenue. 
The  expense  of  freight  operation  is  only  about  18  per  cent  of  the  total 
operating  expenses. 

The  local  passenger  service  in  the  various  municipalities  is  in  almost 
all  instances  operated  at  a  loss.  We  have  already  called  attention  to 
the  fact  that  in  some  communities  this  condition  is  related  to  motor 
carrier  competition  and  that,  where  there  is  not  business  enough  for 
both  forms  of  transportation,  a  choice  between  the  two  will  have  to  be 
made. 

The  local  service  in  Lo»  Angeles  is  a  separate  problem  largely.  That 
service  is  now  operated  at  a  loss,  due  to  the  great  average  length  of  ride 
for  the  unit  6-cent  fare.  After  a  very  careful  consideration  of  the 
entire  record  on  this  point,  we  conclude  that  the  establishment  of  a  zone 
plan  for  Pacific  Electric  local  service  in  Los  Angeles  is  the  best  and 
fairest  solution.  Representatives  of  the  city  of  Los  Angeles  urged 
that  a  zone  plan  for  the  HoUyivood  service  alone  should  be  instituted, 
and  that  on  other  Pacific  Electric  lines  in  Los  Angeles  the  present 
6-cent  fare  should  be  continued.  It  is  our  intention  to  require  the 
company,  in  this  case,  to  establish  a  much  better  Hollywood  local  ser- 
vice than  now  given  and  also  to  require  the  best  possible  service  on  all 
other  local  Los  Angeles  lines.  To  bring  this  about,  large  capital 
expenditures  are  required  and  the  order  in  this  case  should  be  condi- 
tional upon  the  necessary  capital  being  made  available  immediately  and 
the  necessary  additional  plant  installed  at  the  earliest  possible  moment. 

With  these  facts  in  mind,  we  see  no  justification  for  discriminating 
in  the  matter  of  rates  and  zones  in  favor  of  one  section  of  Los  Angeles 
and  against  others.  We  are  also  satisfied  that  one  of  the  most  urgent 
transportation  needs  of  the  city  is  a  system  of  universal  transfers  from 
the  Pacific  Electric  local  lines  to  the  lines  of  the  Los  Angeles  Railway 
and  vice  versa.  Whether  this  full  transfer  privilege  should  extend  to 
both  the  inner  and  the  outer  zone  on  the  Pacific  Electric,  we  are  not 
prepared  to  say  at  this  time.  It  is  apparent  that  an  order  on  this 
point  can  not  be  made  without  taking  into  consideration  the  Los 
Angeles  Railway,  which  is  only  incidentally  before  us  in  the  present 
proceeding  (in  Case  1602).  There  is,  however,  pending,  an  application 
from  that  company  which  will  soon  be  considered,  and  we  believe  that 
the  order  in  the  present  proceeding  should  require  a  stipulation  by 
applicant  declaring  its  readiness,  provided  the  Commission  makes  a 
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similar  order  in  the  Los  Angeles  Railway  case,  to  establish  a  transfer 
good  on  both  lines  and  to  such  extent  and  under  such  conditions  as  may 
be  determined  by  the  Commission. 

5.    The  Hollywood  service  (Case  1602). 

Because  of  numerous  complaints  regarding  the  Hollywood  street 
railway  service,  and  at  the  request  of  the  Hollywood  board  of  trade,  a 
special  study  was  made  of  the  Hollywood  situation  in  connection  with 
the  general  Pacific  Electric  investigation.  After  an  informal  con- 
ference on  April  4,  1921,  between  the  Commission,  the  board  of  public 
utilities  of  the  city  of  Los  Angeles,  the  Hollywood  board  of  trade,  the 
Los  Angeles  chamber  of  commerce,  the  Los  Angeles  Railway  Corpora- 
tion and  the  applicant,  the^  Commission  instituted  a  formal  proceeding 
on  its  own  motion,  making  both  the  present  applicant  and  the  Los 
Angeles  Railway  parties  to  the  proceeding.  Both  the  board  of  public 
utilities  of  the  city  of  Los  Angeles  and  the  engineering  department  of 
the  Commission  made  reports  in  that  case  (Board  of  Public  Utilities, 
Exhibit  A,  Case  1602,  and  Commission's  Exhibit  A,  Case  1602).  The 
city's  and  the  Commission's  engineers,  in  these  exhibits,  appear  to  be 
in  accord  on  all  matters  within  the  jurisdiction  of  this  Commission. 

It  is  admitted  that  the  present  service  is  inadequate  and  that 
improvement  must  be  made.  The  applicant's  local  system,  which 
handles  more  than  75  per  cent  of  the  Hollywood  street  railway  traffic, 
has  practically  reached  its  capacity  under  present  conditions  and  no 
betterment  can  be  hoped  for  by  mere  operating  changes.  The  repre- 
sentatives of  the  Holly  wood  board  of  trade  strongly  urge  the  extension 
of  the  Los  Angeles  Railway  lines  into  Hollywood,  but  that  company  is 
opposed  to  any  such  extensions,  not  only  under  the  present  5-cent  fare 
but  also  under  a  possible  zone  system  and  a  higher  fare.  The  Pacific 
Electric  is  equally  opposed  to  the  further  entry  of  a  competing  railway 
line  and  is  unwilling  to  undertake  the  capital  expenditures  necessary 
to  improve  the  Hollywood  service  unless  it  is  permitted,  without  a 
ruinous  division  of  the  business  between  competing  lines,  to  take  care 
of  the  HoUyivood  traffic  by  its  local  electric  service  and  such  additional 
bus  feeder  lines  as  may  be  necessary. 

In  the  engineering  conferences  subsequent  to  the  hearings  in  Appli- 
cation No.  5806,  it  was  urged  by  representatives  of  the  Hollywood 
board  of  trade  that  the  Commission  should  not  at  this  time  make  an 
order  looking  toward  the  improvement  of  the  Hollywood  Pacific  Elec- 
tric service  and  that  the  matter  should  be  held  in  abeyance  until  new 
proposals  or  suggestions  for  improvement  of  the  entire  Hollywood  trans- 
portation situation  could  be  made  by  local  Hollywood  interests.  The 
representatives  of  the  city  of  Los  Angeles  did  not  support  this  view.  In 
our  opinion,  a  further  delay  would  be  unwarranted  and  to  the  continued 
detriment  of  the  city  of  Los  Angeles  and  the  people  of  Hollywood  in 
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particular.  Regardless  of  what  may  be  the  ultimate  development,  of 
transportation  in  Hollywood,  the  present  needs  should  be  taken  care  of, 
and  this  can  be  accomplished,  in  our  opinion.  Neither  do  we  believe 
that  the  improvement  of  the  Pacific  Electric  service,  as  suggested  by  us, 
can  in  any  way  interfere  with  more  comprehensive  plans  in  the  future. 

We  propose  that  applicant  immediately  acquire  sufficient  new  equip- 
ment of  a  type  suited  for  the  Hollywood  traffic  and  in  general  agree- 
ment with  the  suggestions  contained  in  Commission's  Exhibit  A,  Case 
1602.  Further,  in  order  to  accomplish  a  permanent  and  real  improve- 
ment in  the  Hollywood  service,  the  construction  of  a  tunnel  westerly 
from  the  company's  Hill  street  terminal  appears  to  us  an  absolute 
necessity.  Alternate  plans  for  such  a  tunnel  are  discussed  in  Commis- 
sion's Exhibit  A.  The  company  should  be  ordered  to  submit  to  the 
Commission,  within  a  reasonable  time,  plans  for  the  more  efficient 
tunnel,  and  should  satisfy  the  Commission  that  the  money  required  for 
this  improvement  is  available  and  that  construction  will  commence  at 
the  earliest  possible  date.  There  should  also  be  submitted  proposed 
time  schedules  over  the  shortened  line  and  a  general  plan  of  how  appli- 
cant proposes  to  serve  Hollywood  under  the  new  arrangement.  The 
company  should  be  asked  to  satisfy  the  Commission  on  these  points  as 
a  condition  precedent  to  the  going  into  effect  of  a  revised  rate  schedule. 

Aside  from  the  question  of  jurisdiction,  we  are  not  satisfied  that  at 
this  time  the  Los  Angeles  Railway  should  be  ordered  to  extend  its  lines 
further  into  Hollywood.  The  record  shows  that  at  least  90  per  cent  of 
the  street  railway  travel,  both  on  Pacific  Electric  and  Los  Angeles  Rail- 
way lines,  consists  of  direct  rides  between  the  Hollywood  section  and  the 
business  district  of  Los  Angeles.  The  occasional  rider  desiring  to  travel 
from  the  Hollywood  district  to  the  residence  section  of  Los  Angeles 
south  of  Hollywood  has  access  to  four  lines  of  the  Los  Angeles  Rail- 
way Corporation,  which  tap  the  southern  edge  of  the  Hollywood  dis- 
trict. If  a  universal  transfer  arrangement  can  be  satisfactorily  worked 
out,  these  facilities  will  become  much  more  adequate  and  much  more 
use  will  be  made  of  them  than  at  present.  The  inauguration  of  bus 
feeder  lines  with  transfer  privileges  will  further  improve  the  Holly- 
wood service. 

The  board  of  public  utilities,  in  its  Exhibit  No.  1,  Case  No.  1602, 
makes  certain  further  recommendations,  which  in  our  opinion  are 
deserving  of  the  most  careful  consideration.  The  two  most  important 
ones  are,  first,  for  the  separation  of  street  car  and  vehicular  traffic  on 
Sunset  boulevard,  similar  to  the  method  used  on  Santa  Barbara  avenue 
west  of  Vermont  avenue,  which  recommendation  is  made  both  from 
the  standpoint  of  safety  on  the  part  of  the  general  public  and  to  expe- 
dite the  railway  passenger  service;  and,  second,  further  extension  of 
operation  of  the  present  municipal  bus  line  on  Vermont  avenue  between 
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First  street  and  GriflBth  Park,  this  operation  to  be  carried  on  either 
entirely  by  the  city^  with  transfer  provisions  both  with  the  Los  Angeles 
Railway  and  the  Pacific  Electric  or  jointly  by  the  city  of  Los  Angeles, 
the  Los  Angeles  Railway  and  the  Pacific  Electric  Railway,  also  with 
transfer  provisions. 

The  putting  into  effect  of  these  recommendations  would  appear  to 
rest  largely  with  the  Los  Angeles  city  authorities.  If  the  question  of 
joint  or  interchangeable  transfers  for  the  proposed  extension  of  the 
municipal  line  should  come  before  the  Commission,  it  would  seem  that 
this  matter  need  not  be  taken  up  until  preliminary  negotiations  between 
the  city  and  the  railway  companies  have  resulted  in  a  definite  plan. 

Our  engineers  estimate  the  cost  of  the  proposed  improvements  per- 
taining to  the  Hollywood  service  as  follows: 

Additional  equipment   (50  new  cars) $750,000  00 

Cost  of  tunnel 1,400,000  00 

Cost  of  rearrangement  of  Hill  street  terminal  and  connection  at  Lake 

Shore 450,000  00 

Total 12,600,000  00 

As  against  this  new  capital  requirement,  there  will  be  operating  sav- 
ings estimated  at  about  $90,000  per  year. 

From  the  standpoint  of  operating  economies  alone,  and  under  pres- 
ent rates,  the  expenditure  of  the  required  new  money  would  not  be 
justified.  The  proposed  arrangement  will,  however,  result  in  greatly 
superior  service  and  a  considerable  increase  in  traflBc  may  confidently 
be  expected.  The  rates  proposed  in  this  decision  provide  for  a  zone 
system  affecting  not  only  Hollywood,  but  the  entire  city  of  Los  Angeles, 
and  will  bring  about  a  material  increase  of  revenue  from  the  Los 
Angeles  local  business,  including  the  Hollywood  traffic.  These  con- 
siderations taken  together,  we  believe,  fully  justify  the  proposed  addi- 
tional investment. 

With  two  6-cent  zones  on  the  Pacific  Electric  in  Los  Angeles  (and  a 
straight  10-cent  fare  through  both  zones)  and  taking  into  account  the 
proposed  additional  investment  for  the  Hollywood  service,  the  operat- 
ing results  for  the  local  Los  Angeles  service  (excluding  the  San  Pedro 
district,  which  will  be  discussed  separately  hereunder)  for  the  twelve 
months  period  after  the  new  plan  is  in  effect  are  estimated  as  follows: 

Lo8  Angeles  City  Local  Service. 

Total  operating  revenue  for  1921 $2,050,000  00 

Operating   expenses,    1921 2,250,000  00 

Taxes,    1921 . 110,000  00 

Deficit  from  operation,  1921 310,000  00 

Estimated  increase  in  gross  revenue  after  inauguration  of  zone  sys- 
tem, 12  months 430,000  00 

Fair  return   (available  for  interest  on  investment) 120,000  00 

Operative  property  in  local  T^s  Angeles  service  (estimated  on  basis 
of  actual  use  and  after  making  apportionment  as  between  inter- 
urban  and  local  service,  and  including  local  proportion  of  new 
capital  required  for  Hollywood  service) $10,250,000  00 
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It  will  be  noted  that  the  amount  available  for  fair  return  is  slightly 
more  than  one  per  cent  on  the  operative  property  apportioned  to  the 
Los  Angeles  service.  This  estimate  is  here  included  to  show  that  even 
under  the  proposed  zone  fares  the  local  Los  Angeles  service  is  little 
more  than  self-sustaining  and  merely  meets  the  test  which  we  have  laid 
down  to  determine  whether  or  not  the  continuation  of  any  local  service 
is  justified. 

In  spite  of  this  apparently  continued  unsatisfactory  showing  for  the 
Los  Angeles  local  service  we  are  satisfied  that  the  financial  results  in 
the  future  will  tend  to  improve.  This  conclusion  we  reach  because  it 
is  apparent  that  the  increased  congestion  in  the  metropolitan  district 
(largely  caused  by  motor  transportation)  is  bound  to  have  effects  more 
and  more  in  favor  of  the  electric  and  interurban  street  railway  and 
especially  in  the  short  haul  local  service  territory.  Traffic  statistics  for 
the  year  1921  show  that  a  more  rapid  increase  in  number  of  passengers 
carried  and  in  passenger  revenue,  as  compared  with  former  years,  has 
already  set  in  and  this  condition,  we  believe,  will  continue. 

6.     Local  service  in  San  Pedro  (Case  1607). 

Case  No.  1607  is  consolidated  with  this  proceeding  and  San  Pedro 
being  a  subdivision  of  the  city  of  Los  Angeles  the  issues  raised  in  that 
case  may  well  be  considered  in  this  place.  On  May  5,  1921,  the  chamber 
of  commerce  of  San  Pedro  filed  a  complaint  against  the  applicant  ask- 
ing relief  from  the  inadequate  and  hazardous  operation  on  the  Point 
Firmin  and  La  Rambla  lines.  The  single-track  operation  on  Front 
street  from  Fifth  to  Sixth  street  and  on  Sixth  street  from  Front  street 
to  Pacific  avenue  is  objected  to  and  relief  is  sought  from  the  traffic 
congestion  on  Sixth  street,  due  to  single  track  operation. 

Reports  were  introduced  by  the  board  of  public  utilities  of  the  city 
of  Los  Angeles  (Complainant's  Exhibit  No.  1,  Case  No.  1607)  and  by 
the  Commission's  engineering  department  (Commission's  Exhibit  No. 
1,  Case  No.  1607).  Possible  methods  of  relief  were  presented  and  these 
resolved  themselves  into  the  following  propositions: 

1.  The  company  to  double  track  from  Fifth  and  Front  street  to  Sixth 
and  Pacific  and  build  new  extensions  into  developing  sections  of  San 
Pedro. 

2.  Company  to  abandon  local  street  car  service  on  the  Point  Firmin 
and  La  Rambla  lines  and  to  operate  auto  bus  service  for  the  entire 
community  without  competition. 

3.  Company  to  abandon  local  street  car  service  on  the  Point  Firmin 
and  La  Rambla  lines  and  the  community  to  be  served  by  independent 
bus  lines. 

4.  Company  to  operate  as  at  present  with  bus  feeders  in  the  new 
sections. 
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A  rerouting  of  existing  independent  bus  lines  and  temporary 
improvements  on  the  Pacific  Electric  were  also  considered.  From  the 
report  of  the  chief  engineer  of  the  board  of  public  utilities  (Complain- 
ant's Exhibit  No.  1)  it  appears  that  certain  general  conclusions  were 
reached  by  him  and  these  were  presented  to  the  Commission  with  the 
informal  approval  of  the  board,  as  follows : 

1.  That  the  best  interests  of  the  San  Pedro  district  will  be  served  by  providing 
adequate  street  railway  transportation  to  the  business  and  main  residential  sectionp 
of  the  city. 

2.  That  bus  service  should  be  utilized  as  feeders  to  supply  the  outlying  districts 
where  the  district  is  populated  sufficiently  to  pay  for  such  operation. 

3.  That  transfers  should  be  issued  between  the  bus  lines  and  the  street  railway 
lines. 

4.  That  adequate  transportation  service  requires  the  elimination  of  disastrous 
competition  and  for  that  reason,  and  because  of  the  necessity  of  having  transfer 
privileges  on  either  the  bus  line  or  the  street  car  line,  the  bus  service  should  be 
operated  by  the  company  operating  the  street  car  lines. 

5.  That  the  busses  should  be  purchased  by  the  railway  company  from  the  pres- 
ent operators  at  a  fair  value  to  be  fixed  by  the  board  of  public  utilities  and  the 
California  Railroad  Commission  jointly. 

6.  The  traffic  congestion  relief  as  outlined  in  the  report,  involving  the  elimination 
of  left-hand  turns  at  Sixth  and  Beacon  and  the  elimination  of  parking  of  automo- 
biles on  the  south  side  of  Sixth  street  from  Front  street  west,  for  a  distance  of 
three  or  four  blocks  is  approved. 

The  enforcement  of  the  recommendations  quoted  is,  to  a  consider- 
able extent,  within  the  jurisdiction  and  power  of  the  city  authorities, 
and  this  is  especially  true  with  reference  to  the  relief  suggested  for 
street  traflSe  congestion.  Also,  in  the  matter  of  a  possible  elimination 
of  local  jitney  competition,  in  whole  or  in  part,  the  Commission  is  with- 
out jurisdiction  and  control  rests  with  the  Los  Angeles  Board  of  Public 
Utilities. 

In  the  hearings  in  the  consolidated  cases  the  representatives  of  the 
San  Pedro  bus  operators  appeared  protesting  against  any  action  tend- 
ing to .  interfere  with  their  operations.  They  urged  that  the  great 
majority  of  the  people  of  San  Pedro  would  prefer  motor  bus  service 
to  the  Pacific  Electric  service  and  that  a  decision  should  be  governed 
accordingly.  Our  engineers  estimate  the  cost  of  double  tracking  of 
Sixth  street  and  Pacific  avenue  to  be  $280,000.  A  less  comprehensive 
plan  and  involving  the  double  tracking  only  from  Fifth  and  Front  to 
Sixth  and  Pacific  would  require  a  capital  expenditure  of  approximately 
$80,000.  Assuming  that  Pacific  Electric  local  service  should  continue 
in  San  Pedro,  with  a  requirement  that  such  service  be  reasonably  ade- 
quate, estimates  of  required  new  capital  expenditures  for  the  most 
necessary  double  tracking  and  equipment  are  made  by  our  chief  engi- 
neer totaling  $120,000.  It  is  estimated  that  to  justify  continued  opera- 
tion, taking  into  account  necessary  new  capital  and  ignoring,  as  in  the 
case  of  the  Hollywood  service,  all  fair  return,  an  annual  gross  revenue 
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of  at  least  $130,000  would  be  required.  This  would  include  the  opera- 
tion of  bus  feeders  (170,000  bus  miles)  and  additional  railway  service 
of  approximately  150,000  car  miles.  The  total  operating  revenue  from 
the  local  San  Pedro  service  in  1921  will  be  approximately  $60,000.  In 
order  to  justify  this  increased  service,  therefore,  an  additional  gross 
revenue  of  about  $70,000  per  year  would  have  to  be  found.  It  is  appar- 
ent that  no  such  increase  can  be  expected  with  the  continuation  of 
present  motor  bus  competition.  It  is  equally  apparent  that  at  the 
present  time  the  Pacific  Electric  local  service  in  San  Pedro  is  carried 
at  an  operating  loss.  We  have  in  San  Pedro,  therefore,  a  situation 
where  the  continuation  of  the  two  competitive  services  can  not  be  justi- 
fied. In  view  of  the  large  number  of  protests  that  have  come  to  us 
against  any  abandoning  of  street  railway  service  in  San  Pedro,  we  are 
not  prepared  at  this  time  to  recommend  to  the  company  the  discon- 
tinuance of  such  service.  "We  believe,  however,  that  the  company 
should  promptly  enter  into  negotiations  with  the  Los  Angeles  city 
authorities  and  submit  to  them  specific  plans  for  a  satisfactory  local 
service  on  a  basis  that  will  be  self-sustaining  in  the  sense  indicated  in 
this  decision.  Thereafter  the  company  should  submit  to  this  Commis- 
sion its  definite  proposals,  together  with  a  suggestion  for  a  rate  sus- 
taining adequate  service,  or  in  the  event  that  a  satisfactory  arrange- 
ment can  not  be  made,  promptly  make  its  application  for  abandonment 
of  the  local  San  Pedro  street  railway  system. 

7.     Local  Service  in  other  communities. 

Outside  of  the  city  of  Los  Angeles,  the  company  operates  a  special 
local  service  in  Beverly  Hills,  Long  Beach,  Pasadena,  Pomona,  Eed- 
lands,  Riverside,  San  Bernardino,  Santa  Monica  and  Venice.  All  of 
these  local  services  are  operated  at  a  loss  and  do  not  earn  suflScient  to 
pay  operating  expenses,  including  taxes,  and  without  any  regard  to  a 
fair  return.  We  are  satisfied  from  the  record  in  this  proceeding  that 
as  to  several  of  these  communities  the  service  can  be  put  on  a  self-sus- 
taining basis.  This  is  the  case,  we  believe,  in  Pasadena,  Santa  Monica, 
Venice,  Long  Beach,  San  Bernardino  and  possibly  San  Pedro.  In  all 
of  these  communities,  in  our  opinion,  the  company  should  promptly 
submit  to  the  local  authorities  its  proposals  for  giving  such  local  serv- 
ice as  may  reasonably  be  required  and  satisfactory  to  the  local  author- 
ities and  submit  to  them  its  statement  of  the  cost  of  such  service,  with 
its  suggestion  for  a  self-sustaining  rate  of  fare.  If  an  arrangement  can 
be  reached  under  which  a  continuation  of  the  service  can  possibly  be 
justified  the  service,  in  our  opinion,  should  be  continued.  In  any  event, 
the  result  of  the  negotiations  should  promptly  be  submitted  to  the 
Commission. 
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With  reference  to  Riverside,  Redlands,  Pomona  and  Beverly  Hills, 
the  record  seems  to  indicate  that  there  is  little  possibility  of  the  serv- 
ice being  put  on  a  self-sustaining  basis.  In  these  communities  we 
believe  the  company  should  promptly  enter  into  negotiations  with  the 
local  authorities  with  a  view  to  either  increase  the  local  fare  to  the 
economic  maximum,  if  necessary,  or  to  abandon  the  service. 

We  have  very  reluctantly  reached  the  conclusion  that  we  can  not 
justify  from  any  standpoint  the  continuation  of  a  separate  and  distinct 
public  utility  service  operated  permanently  at  a  material  loss  with  the 
unavoidable  consequence  that  in  some  form  such  loss  must  be  borne 
by  patrons  of  other  lines  and  services.  There  is  no  justification  for 
a  decision  requiring  the  travelers  on  interurban  lines  to  make  up  the 
losses  of  local  operation  in  growing  and  prosperous  communities. 

It  is  our  purpose  to  eliminate  from  the  rate  base  such  property  as 
may  fairly  be  apportioned  to  losing  local  services  and  equally  to  elim- 
inate the  resulting  operating  losses  in  a  consideration  of  a  fair  return 
that  may  under  reasonable  rates  be  earned  by  applicant. 

S.     Interurban   passenger  service. 

This  service  taken  as  a  whole  shows  under  present  operation  and 
rates  a  small  surplus,  after  operating  expenses,  including  taxes,  and 
the  problem  here  in  our  opinion  is  one  of  rate  adjustment  and  not 
of  a  general  rate  increase.  In  the  interurban  service  we  deal  with  one- 
way and  round-trip  passengers  and  with  commutation  service,  although 
with  regard  to  the  latter  there  is  in  some  instances  no  clear,  dividing 
line  between  local  and  interurban  business.  The  record  appears  to 
show  that  the  commutation  service  as  a  whole  is  operated  at  a  loss.  The 
principal  causes  of  this  condition  are  found  in  the  discrimination  now 
existing  between  certain  communities  and  certain  services  and  arising 
principally  from  the  so-called  beach  blanket  rate  situation,  and,  further, 
by  reason  of  the  effect  on  interurban  rates  of  the  six-cent  fare  within 
the  arbitrary  five  and  one-half  mile  zone  in  the  city  of  Los  Angeles. 
The  rate  adjustment  we  propose  will  eliminate  this  discrimination 

9.     Rates.  , 

The  passenger  fares  now  in  effect  are  a  continuation  of  those  author- 
ized by  this  Commission  in  Application  No.  3791,  Decision  No.  5731, 
September  4,  1918,  and  Supplemental  Decision  No.  5953  in  the  same 
application,  dated  November  21,  1918. 

Without  reviewing  these  decisions  to  any  unnecessary  extent,  it  may 
be  stated  that  the  rates  authorized  in  Application  No.  3791,  September 
4,  1918,  were  based  on  mileage  rates  as  follows : 

Per  mile. 

One  way 3   cents 

Roand  trip 2i  cents 

lO-ride  commutation 2   cents 

30-ride  family  commutation li  cents 

60-ride  individual  commutation,  dependent  upon  the  distance 3    cent  to  7|  mills 
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In  figuring  the  rates  from  and  to  Los  Angeles  5^  miles  were 
deducted  from  the  through  mileage  and  the  rates  per  mile  applied 
to  the  remainder.  Added  to  this  result  was  an  arbitrary  charge  of  5 
cents  extending  over  the  S^-mile  zone  radiating  from  the  carrier's  ter- 
minals in  Los  Angeles  to  cover  the  street  car  fare. 

In  Decision  No.  7983,  in  Application  No.  5728,  August  17,  1920,  the 
company  was,  in  connection  with  other  carriers  throughout  the  state, 
authorized  to  increase  all  of  its  passenger  fares  by  20  per  cent.  The 
increases  then  granted,  as  indicated  earlier  in  this  opinion,  were  in  har- 
mony with  the  mandate  of  Congress,  set  forth  in  the  Transportation 
Act  of  1920  and  followed  the  decision  of  the  Interstate  Commerce  Com- 
mission's order  in  ex  parte  No.  74.  The  effect  of  this  latter  decision 
was  to  make  the  mileage  rate  for — 

Per  mile. 

One-way   fares    3.f>  cents 

Round   trip ^ 3     cents 

10-ride  commutation   2.4  cents 

30-ride    family   commutation 1.8  cents 

60-ride   individual    commutation 1.2  cents  to  9  mills 

The  practice  of  an  arbitrary  charge  was  continued  for  the  5^  miles 
of  street  car  service  within  Los  Angeles,  the  charge,  however,  being 
increased  for  this  5^-mile  zone  from  5  to  6  cents.  The  result  of  the 
adjustments  made  in  the  past  by  reason  of  the  S^-mile  zone  within  Los 
Angeles  has  proved  unsatisfactory,  inasmuch  as  the  transportation 
chaises  to  and  from  Los  Angeles  are  on  a  lower  basis  than  the  fares 
in  effect  between  intermediate  points  where  the  rates  are  not  influenced 
by  the  5|-mile  zone. 

As  illustrative  of  the  situation,  there  are  no  zone  arbitraries  within 
any  of  the  communities  outside  the  central  part  of  the  city  of  Los 
Angeles,  the  result  being  that  in  these  outlying  districts  the  fares  are 
now  on  a  straight  mileage  basis.  For  instance,  a  point  distant  10  miles 
from  Los  Angeles,  using  a  6-cent  fare  for  the  first  5J  miles  and  3.6 
cents  for  the  remaining  4J  miles,  now  has  a  one-way  fare  of  22  cents, 
while  a  point  located  10  miles  from  any  of  the  outside  communities — 
San  Fernando,  Pasadena,  Long  Beach,  etc.,  has  a  fare  of  36  cents,  based 
on  a  rate  of  3.6  cents  per  mile.  The  injustice  of  this  adjustment  must 
be  apparent,  and  in  order  to  remove  discrimination  a  straight  mileage 
basis  applying  impartially  from  all  points  appears  equitable  and  just. 

We  are  of  the  opinion  that  the  arbitrary  charge  of  6  cents  for  a 
5i-mile  zone  in  Los  Angeles  in  connection  with  the  interurban  service 
of  the  Pacific  Electric  Railway  should  be  abolished  and  all  fares  placed 
on  a  uniform  and  nondiscriminatory  mileage  basis.  The  effect  of  uni- 
form mileage  rates  will  be  to  increase  certain  short-haul  fares  out  of 
Los  Angeles,  reduce  all  of  its  long-distance  fares  and  reduce  all  fares 
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originating  at  points  outside  of  Los  Angeles  or  between  the  inter- 
mediate stations. 
We  believe  the  present  mileage  rates  should  be  reduced  as  follows: 

One-way    from  3.6  cents  to  2.75  cents 

Round   trip from  3     cents  to  2.25  cents 

30-ride  family  commutation from  1.8  cents  to  1.75  cents 

There  is  now  in  eflfect  a  60-ride  individual  commutation  ticket,  pur- 
chasable at  any  time,  having  a  limit  of  40  days  from  date  of  sale.  We 
suggest  that  this  class  of  commutation  ticket  be  discontinued  and  in 
place  thereof  an  individual  calendar  month  ticket  be  issued,  good  for 
one  round  trip  daily  during  the  month,  the  rate  per  mile  to  remain 
as  at  present,  but  with  the  rate  based  on  the  actual  mileage  from  all 
depots  in  all  cases  except  at  points  where  terminal  zones  are  established. 

Under  the  present  adjustment  the  one-way  and  round-trip  fares 
between  Los  Angeles  and  all  of  the  beach  resorts  extending  from  Port 
Los  Angeles  on  the  north  to  Anaheim  Landing  on  the  south  are  on 
the  same  basis. 

The  history  of  this  beach  blanket  zone  dates  back  to  the  early  days 
of  railway  transportation  between  Las  Angeles  and  the  various  beach 
points  when  a  common  rate  was  established  by  the  various  competitive 
lines.  Subsequently  the  blanket  rate  has  been  retained  on  the  theory 
that  equal  opportunities  should  be  afforded  to  each  of  the  beach  com- 
munities to  attract  excursion  and  holiday  business  during  their  develop- 
ment period.  Under  this  blanket  rate,  which  is  at  present  calculated 
on  the  minimum  distance  to  the  nearest  beach  point,  the  beach  com- 
munities have  always  enjoyed  a  low  rate  of  fare,  and  discrimination 
has  existed  in  their  favor  as  ajjainst  inland  communities. 

We  believe  the  time  has  arrived  when,  because  of  the  growth  of  the 
beach  communities,  this  adjustment  should  be  discontinued  as  to  ordi- 
nary traffic  during  week  days,  but  that  on  Saturdays,  Sundays  and 
holidays  the  company  should  publish  and  maintain  a  round-trip  excur- 
sion rate  of  70  cents  applying  between  Los  Angeles  and  all  beach 
resorts — Port  Los  Angeles  on  the  north  to  Anaheim  Landing  on  the 
south. 

We  are  also  of  the  opinion  that  two  6-cent  zones  should  be  estab- 
lished within  the  city  of  Los  Angeles  as  heretofore  discussed  and  as 
set  forth  in  the  order  herein.  The  6-eent  zone  fares  should  be  appli- 
cable only  on  the  company *s  local  cars  and  where  transportation  is 
furnished  on  interurban  cars  the  fare,  because  of  the  different  char- 
acter of  the  service,  should  be  based  upon  the  mileage  schedule,  as  set 
forth  in  the  order. 

Consideration  has  been  given  to  publication  of  fares  to  cover  46-ride 
individual  school  tickets,  to  be  used  only  by  persons  under  19  years  of 
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age  attending  institutions  of  learning  and  good  only  during  specified 
hours  of  the  day. 

In  view  of  the  fact  that  carriers,  under  the  provisions  of  paragraph 
3,  section  17  (a)  of  the  Public  Utilities  Act,  have  authority  to  issue 
reduced  ratq  transportation  to  children  attending  institutions  of  learn- 
ing, the  Commission  is  not  authorized  to  order  school  children's  tickets 
in  effect.  The  applicant,  however,  will  be  expected  to  voluntarily  grant 
to  school  children  the  most  liberal  privileges  possible  under  the  pro- 
visions of  the  Public  Utilities  Act. 

We  see  no  reason  for  any  readjustment  of  the  company's  freight 
rates  at  this  time.- 

In  the  publication  of  the  fares  and  charges,  applicant  is  authorized, 
in  accordance  with  this  order,  to  violate  section  21  of  the  State  Con- 
stitution and  section  24  (a)  of  the  Public  Utilities  Act. 

An  estimate  has  been  made  by  our  engineers  of  the  approximate 
results  of  operation  in  the  twelve  (12)  months  following  the  effective 
date  of  the  rates  proposed  in  this  decision : 

10.     Estimated   results  of  operation   under  proposed  rates. 

Estimated  total  operating  revenue  on  basis  of  present 
rates — 

Passenger    111,400,000  00 

Freight    4,600,000  00 

$16,000,000  00 

Railway  operating  expenses — 

Way  and  structures $1,855,000  00 

Equipment    1,740,000  00 

Power    2,000,000  00 

Conducting  transportation -. ^  5,114.000  00 

Traffic    200,000  00 

General  and  miscellaneous , 1,430,000  00 

12,339,000  00 

Net   revenue , $3,661,000  00 

Taxes 7(>0,000  00 

Net  (available  for  fair  return  under  present  rates) $2,901,000  00 

Estimated  results  of  proposed  rate  adjustment —  Gross  Net 

increase  Increase 

Commutation  fares $308,000  00       $300,000  00 

It  is  estimated  there  will  be  some  falling  off  in  the 

sale  of  monthly  commutation  tickets  on  account 

of  the  change  in  the  rules  governing  this  ticket. 

One-way   faros 53,000  00  53.000  00 

Round  trip  fares 310,000  00         300,000  00 

Some  falling  off  in  travel  is  estimated  to  and  from 

points  near  Los  Angeles  and  some  increase  is 

estimated  to  and  from  points  more  distant  from 

Los  Angeles  because  of  the  readjustment  of  the 

mileacre   basis.      The   round-trip   fare   traffic   to 

and  from  beach  points  is  also  affected  because 

of  the  change  in  the  blanket  zone  arrangement. 
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Local  fares  in  Los  Angeles $430,000  00       $430,000  00 

It  is  estimated  that  the  normal  increase  in  travel 
will   approximately   offset   the  decrease  due   to 
higher  fares. 
Discontinuance     of     transfers     in     Pasadena,     Long 

Beach,  Santa  Monica  and  Venice 50,000  00  35,000  00 

Increase  in   revenue  from  Mount  Lowe  and  trolley 

trips 20,000  00  *         20,000  00 

$1,171,000  00    $1,138,000  00 

Total  estimated   net  increase $1,138,000  00 

Estimated    operating    savings    from    recommended    improvements    in 

Hollywood  service 1 90,000  00 

Total  net  available  for  fair  return  under  proposed  rates  and  service 4,129,000  00 

Historical    reproduction    cost    of    operative    property    undepreciated 

October  31,  1921  (including  new  capital  for  Hollywood  service)—  67,021,455  00 

We  have  already  stated  that,  in  our  opinion,  the  permanently 
unproductive  local  services  in  several  communities  should  either  be 
brought  to  a  self-sustaining  basis  or  abandoned  and  that  the  operative 
property  apportioned  in  the  valuation  to  such  servicer  should  not  be 
considered  in  the  rate  base. 

The  historical  reproduction  cost,  undepreciated,  of  local  services  not 
self-sustaining  is  as  follows : 

Beverly  Hills x_-  $57,063  00 

San  Pedro 349,908  00 

Pomona   440,532  00 

Redlands   340,747  00 

Riverside 196,656  00 

Total $1,384,906  00 

This  total  subtracted  from  the  total  valuation  figure  shown  above 
($67,021,455)  leaves  the  sum  of  $65,636,549  which  may  be  considered 
the  theoretical  rate  base.  The  available"  net  of  $4,129,000,  as  estimated 
above,  is  equal  to  a  fair  return  of  6.3  per  cent  on  this  estimated 
theoretical  rate  base.  The  view  might  be  taken 'that  a  deduction  of  the 
investment  in  so-called  unproductive  local  services  is  not  justified  because 
both  the  revenue^  and  the  expenses  to  be  attributed  to  such  service 
are  reflected  in  our  set-up.  This  view  does  not  seem  tenable  since  it 
is  in  the  record  that  the  expenses  of  such  services  exceed  the  revenue 
and  an  adjustment  of  operating  figures  would  tend  to  further  increase 
the  net  available  for  fair  return.  This  result  would  apparently  remain, 
even  if  the  loss  from  property  to  be  abandoned  or  salvaged  were  spread 
over  an  adequate  amortization  period.  It  may  be  noted  that  the  net 
earnings  indicated  above  are  still  in  excess  of  6  per  cent  on  the  valuation 
figure  of  $67,021,455. 

It  is  in  the  record  that  there  is  a  large  amount  of  deferred  main- 
tenance of  road  and  equipment  that  should  bo  taken  eare  of  within  the 
next  few  years  if  service  is  not  further  to  deteriorate.  The  amount 
necessary  to  bring  the  plant  to  a  satisfactory  and  normal  operating 


Digitized  by 


Google 


CALIPORNU  RAILBOAD  COMMISSION  DECISIONS.  1115 

condition  is  estimated  in  the  neighborhood  of  $2,000,000.  If  this 
deferred  maintenance  were  spread  over  four  years,  operating  expenses 
would  be  increased  animally  by  $500,000.  The  fair  return,  on  that 
assumption,  would  be  reduced  accordingly.  There  would,  however,  be 
a  certain  decrease  in  the  current  abnormally  high  operating  expenses 
as  they  are  reflected  in  the  statement  above  and  more  efficient  operation 
would  have  a  favorable  effect  on  net  earnings.  The  rates  proposed 
in  this  decision  are  intended  to  establish  a  normal  and  permanent  rate 
structure,  to  the  extent  that  the  terra  ** permanent"  can  be  used  in 
relation  to  any  public  utility  rates.  Extraordinary  and  temporary 
expenses  should  not,  therefore,  be  charged  against  a  short  period, 
especially  if  such  extra  costs  result  in  permanent  benefits  to  the  carrier. 
We  conclude  that,  in  view  of  all  the  circumstances  as  they  are 
on  record  in  this  proceeding,  a  fair  return  of  approximately  6  per  cent 
on  the  rate  base  indicated  above  is  reasonable  and  that  the  rates  fixed  in 
this  decision,  when  this  test  is  applied,  must  be  considered  as  just 
and  reasonable  rates. 

11.     Relation    of    Pacific    Electric    Railway    Company    and    Southern     Pacific 
Company. 

The  Southern  Pacific  Company,  through  stock  ownership,  owns  and 
controls  the  Pacific  Electric  Railway  Company.  The  Southern  Pacific 
in  the  past  has  financed  and  is  still  financing  the  Pacific  Electric  and 
applicant  would  probably  have  gone  through  a  receivership,  or  reorgani- 
zation, if  it  had  not  been  for  this  financial  backing. 

Nothing  has  been  found  in  the  investigation  made  by  tlie  Com- 
mission indicating  any  concealment  of  transactions  between  the  two 
companies.  Applicant's  accounts  are  kept  as  if  no  ownership  relation 
existed  between  the  two  companies  and  the  accounting  system  is  in 
accordance,  in  ever^^  respect,  with  the  classifications  prescribed,  by  the 
Interstate  Commerce  Commission  and  this  Commission. 

There  is  no  reason  to  believe  that  the  Southern  Pacific  unfairly 
profits  at  the  expense  of  the  Pacific  Electric.  The  parent  company 
has  received  no  return  on  its  capital  invested  in  the  Pacific  Electric 
other  than  such  interest  as  has  been  paid  on  money  loaned.  No  divi- 
dends on  the  stock  have  ever  been  earned  or  paid  and,  since  1914,  the 
total  bond  interest  has  not  been  earned.  It  has  been  the  practice  for 
the  Southern  Pacific  Company  to  advance  the  necessary  money  to 
pay  the  interest  coupons  of  outside  owners,  transferring  the  amounts 
for  interest  due  to  the  open  account  against  the  Pacific  Electric. 

It  has  been  suggested  in  this  proceeding  that  the  Southern  Pacific 
makes  a  large  indirect  profit  by  reason  of  the  Pacific  Electric  turning 
over  to  the  steam  railroad  a  very  valuable  freight  business  that  other- 
wise would  go  to  other  roads.     The  facts  are  these :  the  gross  earnings 


Digitized  by 


Google 


1116  CALIFORNIA  RAILROAD  COMMISSION  DBCISIONS. 

of  the  Southern  Pacific  on  freight  business  obtained  through  the  Pacific 
Electric  will  not  exceed  $2,500,000  per  year.  There  appears  to  be  no 
method  of  obtaining  the  exact  net  operating  revenue  from  this  business, 
but  it  will  notexceed  50  per  cent  of  this  amount  and  it  is  our  conclusion 
that  the  Southern  Pacific  would  receive  the  same  amount  of  freight 
from  the  Pacific  Electric,  regardless  of  ownership,  because  of  competi- 
tive conditions  with  other  carriers  in  the  districts  served.  With  refer- 
ence to  new  capital  required  by  the  company  for  extensions,  additions 
and  betterments,  we  are  satisfied  that  such  money  has  been  advanced  by 
the  Southern  Pacific  under,  more  liberal  terms  than  an  independent 
company  could  have  realized  in  the  open  market. 

Under  the  relation  existing  between  the  two  companies  the  Pacific 
Electric  has  been,  and  is  now,  enabled  to  obtain  the  use  of  additional 
rolling  equipment,  a  facility  which  would  be  more  difficult  to  secure 
and  more  expensive  under  other  ownership. 

It  has  been  suggested  that  the  local  management  in  Los  Angeles  has 
not  sufficient  control  over  the  property  and  is  handicapped  by  a  long 
distance  control  from  New  York.  In  this  respect,  it  may  be  said  the 
Pacific  Electric  is  in  the  same  position  as  the  Southern  Pacific  Com- 
pany, which  is  also  controlled  from  New  York.  For  all  practical  and 
operating  purposes,  the  operating  and  business  control  of  this  property 
rests  in  Los  Angeles  and  San  Francisco. 

On  the  whole,  we  are  satisfied  that  its  relation  to  the  Southern  Pacific 
Company  is  of  benefit  and  advantage,  not  only  to  the  applicant,  but  also 
to  the  community  it  serves. 

We  propose  the  following  order: 

ORDER. 

Pacific  Electric  Railway  Company  having  asked  the  Commission  to 
make  a  comprehensive  examination,  investigation  and  survey  of  its  rate 
and  service  situation  and  to  authorize  a  complete  revision  of  its  rate 
schedule  on  a  permanent  basis  and  applying  for  an  order  authorizing  it 
to  establish  and  collect  such  increased  permanent  rates  as  shall  be 
found  by  the  Commission  to  be  just  and  reasonable,  such  investigation 
having  been  made  by  the  Commission,  public  hearings  having  been 
held,  and  the  Commission  basing  its  findings  upon  a  full  consideration 
of  the  entire  record  in  the  consolidated  cases,  as  set  forth  in  the  opinion 
preceding  this  order,  the  Commission  hereby  finds  as  a  fact  that  appli- 
cant's present  fares  are  discriminatory,  insufficient,  unjust  and 
unreasonable,  and  that  the  fares  hereinafter  set  forth  are,  under  exist- 
ing conditions,  found  to  be  reasonable  and  should  be  authorized,  subject 
to  the  conditions  stated  in  this  order. 

Basing  this  order  on  the  foregoing  findings  of  fact  and  the  further 
findings  of  fact  contained  in  the  opinion  preceding  this  order; 
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It  is  hereby  ordered,  that  the  Pacific  Electric  Railway  Company  be 
and  the  same  is  hereby  authorized  to  establish  within  twenty  (20)  days 
irom  the  date  of  this  order,  a  schedule  of  rates  and  fares  constructed 
on  the  following  basis: 

Interurban   Fares. 

One-way   fares   1 2.75  cents  per  mile 

Round-trip   fares   2.25  cents  per  mile 

Beach   Excursion  Fares. 
A  round-trip  rate  of  70  cents,  sold  only  on  Saturdays,  Sundays  and  holidays, 
between  Los  Angeles  and  all  beach  resorts — Port  Los  Angeles  on  the  north  to  Ana- 
heim Landing  on  the  south. 

Commutation  Fares. 

10-ride,  individual 2.0    cents  per  mile 

30-ride,  family 1.75  cents  per  mile 

Individual  calendar  month 1  to  10  miles,  1.2   cents  per  mile 

11  to  15  miles,  1.08  cents  per  mile 
16  to  20  miles,  0.96  cents  per  mile 
Over  20  miles,  0.9   cents  per  mile 

All  interurban  fares  shall  be  constructed  on  actual  mileage,  except  in  communities 
where  it  is  necessary  to  zone  certain  terminal  points : 

Minimum  interurban  one-way  fare,  6  cents,  except  that  the  minimum  interurban 
one-way  fare  on  lines  to  and  from  Los  Angeles  will  be  10  cents;  this  to  apply  to 
all  lines  except  the  Santa  Monica  line  via  the  Hollywood  line. 

Minimum  interurban  round-trip  fare,  12  cents. 

Minimum  interurban  commutation  fare,  6i  cents  per  ride. 

Fare  to  zone  comprising  Redondo  Beach,  Hermosa  Beach  and  Manhattan  Beach 
to  apply  via  either  Del  Rey  line  or  via  Gardena. 

Discontinue  application  of  all  fares  between  interurban  lines  and  local  lines  in 
Pasadena,  Santa  Monica,  Venice  and  Long  Beach. 

Interurban  fares  to  apply  only  to  the  tenninus  of  the  interurban  line  on  which 
the  fare  is  paid. 

For  Pasadena,  Santa  Monica-Venice  and  Long  Beach  issue  two  classes  of  60-ride 
individual  commutation  fares — one  good  only  on  the  interurban  line  without  change 
of  cars,  the  other,  a  two-coupon  ticket,  giving  transportation  to  all  local  or  inter- 
urban cars  in  the  zone;  this  latter  ticket  to  be  $1.80  higher  than  the  first  named 
ticket. 

In  lieu  of  the  present  60-ride  individual  commutation  ticket,  sell  an  individual 
calendar  month  ticket  with  coupons  numbered  from  1  to  365  throughout  the  year, 
with  two  coupons  of  the  same  number  providing  for  two  trips  daily,  one  in  each 
direction. 

Excursion  and  Special  Rates. 
To  be  consistent  with  rates  fixed  above  and  special  tariff  to  be  filed  by  company 
for  Commission's  approval. 

Local   Fares. 

At  Los  Angeles  establish  two  six  (6)   cent  fare  zones,  as  follows: 

Local  line  lAmit  of  inner  zone 

Hollywood  line Sanborn  Junction 

Santa  Monica  Boulevard  line Sanborn  Junction 

Edendale   line   End  of  line 

Echo  Park  Avenue  line End  of  line 

West  16th  Street  line Vineyard 

Santa  Monica  Air  line 11th  avenue 

Watts  line Slauson  Junction 

Sierra  Vista  line Indian  Village 

South  Pasadena  line Sycamore  Grove 
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Local  line  Limit  of  outer  sfone 

Hollywood  line 1 Laurel  Canyon 

Santa  Monica  Boulevard  line Quint 

Highland  Avenue  line Cahuenga  line 

Watts  line Watts 

Sierra  Vista  line Sierra  Vista 

South  Pasadena  line Thorne  street 

Annandale  line Adelaide  place 

Through  fare  between  the  inner  and  outer  zones,  10  cents. 

Proper  transfers  to  be  issued  to  connecting  lines  within  the  inner  zone. 

Where  a  fare-breaking  point  is  served  by  two  or  more  lines  the  fares  to  be  estab- 
lished shall  be  based  on  the  .short-line  mileage,  except  at  points  where  a  central 
station  is  selected  in  a  zoned  community. 

In  computing  and  applying  all  increased  fares  authorized  herein,  fractions  of  a ' 
half  cent  or  over  will  be  increased  to  the  next  whole  cent;  fractions  are  to  be  dis- 
regarded when  less  than  one-half  cent. 

It  is  hereby  further  ordered,  that  the  Pacific  Electric  Railway  Com- 
pany be  authorized  to  publish  fares  in  accordance  with  this  order 
which  may  be  in  violation  of  section  21  of  the  State  Constitution  and 
of  section  24(a)  of  the  Public  Utilities  Act. 

Adjustments  not  specifically  authorized  in  this  order  may  be  referred 
to  the  Commission  for  informal  consideration. 

The  authority  herein  granted  is  subject  to  the  following  conditions : 

1.  Applicant  shall  submit  to  the  Commission,  within  thirty  (30)  days 
and  prior  to  the  effective  date  of  tie  rates  fixed  herein,  plans  satisfac- 
tory to  the  Commission  for  improvement  in  the  Hollywood  service  as 
suggested  in  the  opinion  preceding  this  order,  and  applicant  shall  fur- 
ther, and  within  the  same  time,  satisfy  this  Commission  that  the  neces- 
sary financial  arrangements  have  been  made  to  provide  for  the  capital 
necessary  for  the  improvement  in  the  Hollywood  service,  as  approved 
by  the  Commission,  and  to  the  end  that  the  improvements  may  be 
installed  and  constructed  in  the  shortest  possible  time. 

2.  Applicant  shall,  within  thirty  (30)  days  and  prior  to  the  effective 
date  of  the  rates  fixed  herein,  file  with  the  Commission  its  stipulation 
that  it  will,  upon  further  order  of  this  Commission,  adopt  and  insti- 
tute a  universal  transfer  arrangement  in  the  city  of  Los  Angeles 
between  the  local  lines  of  applicant  and  the  lines  of  the  Los  Angeles 
Railway  on  such  terms  as  may  appear  just  and  reasonable  to  the  Com- 
mission; provided,  that  this  Commission  will  make  a  similar  order  to 
the  Los  Angeles  Railway  Corporation  in  the  rate  proceeding  now  pend- 
ing and  affecting  that  company;  and  provided,  further,  that  the  Com- 
mission will  fix  such  terms  as  may  be  just  and  reasonable  between  the 
two  companies. 

3.  Applicant  shall  enter  into  negotiations  with  the  authorities  of 
local  communities  outside  of  the  city  of  Los  Angeles  in  all  cases  where 
the  local  service  is  not  now  on  a  self-sustaining  basis  and  where  there 
is  no  prospect  that  with  present  rates  and  service  it  can  be  put  on 
such  self-sustaining  basis,  and  shall,  within  six  (6)  months  from  the 
date  of  this  order,  make  application  to  this  Commission  showing  that 
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such  local  service  can  be  made  self-sustaining  or  applying  for  permis- 
sion to  abandon  such  service. 

4.  In  order  that  the  Commission  may  keep  informed  of  the  effect  or 
the  rates  proposed  herein  applicant  shall,  until  further  notice,  furnish 
monthly  and  in  such  form  as  may  be  indicated  by  the  Commission,  the 
following  information  for  each  preceding  calendar  month : 

(a)  Detailed  statement  of  operating  revenues  and  expenses,  showing 
separately  freight  and  passenger  operations. 

(b)  Analysis  of  passenger  traflSc,  showing  traflBc  statistics  by  indi- 
vidual lines. 

(c)  Statement  of  number  of  persons  employed,  kind  of  employment 
and  amount  of  wages  paid,  with  comparison  of  wage  scales  for  preced- 
ing month. 

(d)  Statement  showing  steps  taken  by  applicant  to  comply  with  sug- 
gestions for  improving  condition  of  equipment,  for  taking  care  of 
deferred  maintenance  and  with  reference  to  other  suggestions  looking 
toward  greater  operating  efficiency  contained  in  the  opinion  preceding 
this  order. 

The  Commission  reserves  the  right  to  make  such  further  orders  in 
this  proceeding  relating  to  service  and  rates  as  may  appear  just  and 
reasonable. 

The  foregoing  opinion  and  order  are  hereby  approved  and  ordered 
filed  as  the  opinion  and  order  of  the  Railroad  Commission  of  the  State 
of  California. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day  of 
December,  1921. 


Decision  No.   9929. 


IN  THE  MATTER  OF  THE  APPLICATION  OF  KLAMATH  TELEPHONE 
AND  TELEGRAPH  COMPANY,  A  COPARTNERSHIP,  AUTHORIZING 
THE  DISCONTINUANCE  OF  LINE  TO  WILLOW  CREEK.  CAL- 
IFORNIA. 


Application  No.  6688. 
Decided  December  27,  1921-. 


Messrs.  J.  U,  and  Joseph  Hessig^  for  Applicant. 
Lexois  Morton^  A.  J.  Sylva,  Evert  WisCj  Protestants. 

By  the  Commission. 

OPINION. 

Klamath  Telephone  and  Telegraph  Company,  applicant  in  this 
proceeding,  owns  and  operates  a  telephone  system  in  portions  of 
Siskiyou  County,  California,  and  Klamath  County,  Oregon.  Its  business 
in  the  State  of  California  is  confined  to  lines  classified  as  toll  lines. 
Part  of  its  property  consists  of  a  line  extending  from  the  town  of 
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Ager,  Siskiyou  County,  California,  in  an  easterly  direction,  through 
a  farming  settlement  to  Willow  Creek  for  a  distance  of  approximately 
fourteen  (14)  miles,  serving  at  the  present  time  nine  (9)  subscribers. 
Formerly  this  line  extended  farther,  and  served  more  subscribers, 
but  a  farmer's  line  having  been  built  parallel  to  applicant's  line, 
several  subscribers  discontinued  applicant's  service  and  joined  the 
farmer  line,  at  which  time  applicant  abandoned  the  unused  portion 
of  its  line.  Applicant  now  seeks  to  abandon  the  remaining  portion  of 
the  line,  claiming  that  the  revenue  received  therefrom  is  insuflScient 
to   warrant  its  operation. 

A  public  hearing  was  held  before  Examiner  Satterwhite  at  Horn- 
brook,  on  October  3,  1921,  at  which  time  certain  subscribers  of  this 
line  appeared  and  protested  against  its  abandonment. 

This  line,  though  classed  as  a  toll  line  by  applicant,  is  connected 
with  the  exchange  of  The  Pacific  Telephone  and  Telegraph  Company 
at  Ager,  and  applicant  pays  the  Pacific  Company  its  authorized 
farmer  line  rate  of  25  cents  per  month  for  service  for  each  subscriber 
on  the  line.  Applicant,  in  turn,  has  been  billing  these  subscribers 
at  a  minimum  rate  of  $1  per  month  each,  thus  receiving  75  cents  per 
month  net,  or  $9  per  year  per  subscriber  to  pay  for  the  maintenance, 
depreciation  and  interest  on  investment,  a  total  of  $81  for  the  nine 
(9)  subscribers  on  the  entire  line. 

While  it  must  not  be  expected  that  each  line  owned  by  a  telephone 
utility  shall  itself  yield  a  return  on  the  investment  therein  over  and 
above  all  operating  expenses,  provided  a  reasonable  return  is  received 
from  the  operation  of  the  utility's  property  as  a  whole,  in  this  case 
this  particular  line  is  located  in  a  community  which  is  far  distant  from 
applicant's  headquarters,  thus  making  maintenance  costs  unusually 
high.  In  addition  thereto  the  farmer  line  previously  referred  to  now 
affords  means  of  telephone  communication  both  among  the  various 
farmers  in  the  community  and  to  distant  points  by  the  use  of  a  switch- 
ing station  at  Bogus. 

Protestants  testified  that  they  did  not  wish  the  service  discontinued 
which  is  given  over  this  line,  although  at  least  two  of  the  nine  (9) 
subscribers  on  the  line  already  have  service  also  over  the  farmer  line. 
Applicant  made  an  offer  at  the  hearing  to  sell  the  line  to  the  local 
subscribers  who  could  then  continue  the  service  themselves  directly 
as  **farmer  line"  subscribers  of  The  Pacific  Telephone  and  Telegraph 
Company's  exchange  at  Ager,  and  protestants  promised  to  call  a 
meeting  of  all  interested  parties  to  consider  such  purchase,  and  to 
notify  the  Commission  of  their  decision.  Such  meeting  has  since  been 
held,  and  Mr.  Lewis  Morton,  one  of  the  protestants,  has  written  to 
the  Commission  stating  that  the  subscribers  on  the  line  have  decided 
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to  purchase  it.     Under  the  circumstances,  it  is  our  opinion  that  the 
application  should  be  granted. 

ORDER. 

Klamath  Telephone  and  Telegraph  Company,  owning  and  operating 
a  telephone  system  in  portions  of  Siskiyou  County,  California,  and 
in  Klamath  County,  Oregon  having  applied  to  the  Railroad  Commission 
for  authority  to  discontinue  service  and  abandon  its  line  from  Ager, 
Siskiyou  County,  California  to  Willow  Creek,  also  in  Siskiyou  County, 
California,  a  public  hearing  having  been  held,  the  Commission  being 
fully  apprised  and  it  appearing  that  the  application  should  be  granted ; 

It  is  hereby  ordered^  that  applicant  be  and  hereby  is  authorized  to 
discontinue  service  on  its  line  from  Ager  to  Willow  Creek,  such 
discontinuance  to  become  and  be  effective  on  and  after  January  1, 
1922. 

Dated  at  San  Francisco,  California,  this  twenty-seventh  day  of 
December,  1921. 
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mm 270 

6412  151,  900 

(UU 907 

6426  61,  306 

6430 139 

(W42  479,  1066 

6470 240 

<J471  581 

(Mm 536 

a"»26 309 

6527 672 

6.154 11 

6559 27 

(rwJO 445 

6570 332 

6574 201,  238,  306,  400,  624 

6in9 390 

m2l 700 

6(537  229,  502,  737 

6643 835 

6(562 869 

(5663 886 

6666 466 

6675 359 

6680 758 

6682 '-.—  753 

6688 . 1119 

6710 35 

6715 562 

6731 658 

6732 859 

6734 638 

6737 - 772 

(5738 670 

6743 137 

6744 59,  315,  603,  819 

(5748 697 

6755 825 

67(50 357 

(57(57  507,  635 

6768 805 

(5780 1024 

6783  134.  245 

67aS 416 

6789 194 

6808 331 

6809 335 

6812 608 

6827  15,  247 

6829 289 

a832 473 

68.37 44 

6838 42 

68,^0 41 

6840 802 

6843 579 

6857  461 

6.S58 551 


AppUcatloQ 

Number  Pmb 

6S(52 23 

(58(53 52 

ami 197 

(58(59 877 

(5876 710 

(5885 816 

(5886 917 

68<>1 SS 

6894 47 

6895 84 

(5897 473 

6S99 157 

(5!K)2 238 

6903 586 

(5J)09 54 

6912 243 

(m7  248,  336,  363 

6919 184 

6920 542 

6923 227 

6924 ^ 544 

6925 199 

6933 261,  329,  401 

69,38 ^ 598 

6940 167 

(5941  ^ 167 

(5942 167 

(5945 697 

6947 844 

(5948 7^ 

(5049 203 

6951  2^ 

(59.52 437 

(5953 246 

69.5(5 827 

69.5$) 1014 

69(57 377 

6f)72 264 

6973 296 

(5976 431 

(5977 429 

6980 303 

6981 292 

6982 300 

6983 927 

6984 637 

(5986 .^3 

6989 1018 

6996 1018 

7003 272 

70a5 393 

7008 807 

7009 340 

7013 341 

7014  . 328 

7^5(5 871 

7363 976 

7364 976 

7369 899 

7373 915 

7:iS5 1077 

7388 1063 
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ASHLEY,  P.  N.,  ET  AL.,  complaint  of 310 

ASSOCIATED  TELEPHONE  COMPANY. 

Adjustment  of  rates 544 

To  discontinue  certain  service 927 

ATCHISON,   iX>PEKA  AND  SANTA  FE  RAILWAY  COMPANY. 

Overhead   crossing 705 

Pacific  Rice  Growers  Association  vs 418 

East  Bay  Water  Company  et  al.  vs 532 

And  Southern  Pacific  Company,  Producers  Refining  Company  vs 442 

Richmond   Chamber  of   Commerce   vs. 601 

AUTO  STAGES  AND  TRUCKS. 
Certificates. 

Considerations    affecting    grant 1038 

Distinguished  from   franchise 1038 

Duties   of   holder 433 

When    not    required 1044 

Claims,    adjustment   of . 332 

Common  carrier. 

Obligations    of 598 

Operation,  irregular,  subject  to  Transportation  Act 1070 

Contracts  of  employment,  certificate  required 658,  1047 

Consolidation,  certificate  required  for  through  service 473 

Fares,  to  increase,  denied 240 

Operative   permits,   stock   issued   against 672 

Rail  service,  when  preference  given 753 

Rent  car  service,  facts  determine  status 1070 

Runs,    leasing    not    approved 330 

Salaries,  excessive,  not  allowed • 240 

Schedules,  trucks  must  operate  on 332 

Seasonal  operations,  provision  for 1047 

Speculation,  in  operative  rights,  disapproved 10(>3 

Tariff,  must  avoid   inconsistencies 332 

.     Termini,   intermediate   and   ultimate 1038 

B.  AND  II.  TRANSPORTATION  COMPANY,  stock,  to  issue 34 

BARNARD,  J.  C,  vs.  SOUTHERN  (CALIFORNIA  EDISON  COMPANY—  855 
BARRINGTON,     MARY     L.,   vs.     CRESTMORE    LAND    AND     WATER 

COMPANY    • 788 

BAY  CITIES  SALES  AND  ADVERTISING  COMPANY;  John  H.  Sutcliffe, 

complaint   of 286 

BAY    CITIES    TRANSPORTATION    COMPANY,    for    certificate    and    to 

transfer    122 

Stock,  to  issue , (>44 

BAY  SHORE  STAGE  COMPANY,  certificate 1038 

BAY  TRANSI*ORT  COMPANY,  stock,  to  issue  and  sell 892 

BEAUMONT    IRRIGATION    DISTRICT,    complaint    of ^-  46 

BEAUMONT  LAND  AND   WATER  COMPANY  and   San  Gorgonio  Water 

Company  ;  Beaumont  Irrigation  District  vs.,  re  surcharge 46 

BEAUMONT   LAND  AND  WATER  COMPANY  and  San  Gorgonio  Water 

Company,    to    increase    rates 46 

BENICIA  WATER  COMPANY,  terminating  emergency  rates 58 

BENNETT,    George    J.,    certificate - 700 

BENNETT,  George  J. ;  Johnson,  Geo.  W.  and  J.  M.,^  vs 700 

BEST  STEEL  CASTING  COMPANY,  complaint  of - 532 

BLAND,  A.  B.,  fares,  to  increase 335 

BONDS. 

California-Oregon  Power  Company,   to  issue 201,  238.  326,  400,  634,  G4S 

California  Southern  Railroad  Company,  to  issue 244 

California  Telephone  and  Light  Company,  to  issue 635 

Central  Counties  Gas  Company,  to  issue 247 

Citrus  Belt  Gas  Company,   to  issue . 336 

Coast  Valleys  Gas  and  Electric  Company,  to  issue 627 

East    Bay    Water    Company,    to   issue 615,  712 

Fresno    City    Water    Corporation 076 

Great  Western  Power  Company  of  California,  to  issue 33,  307,  309,  323 

Intei"state  Gas  Company,  to  issue , , 971 

Los  Angeles  Gas  and  Electric  Corporation,  to  issue 47,  620 

Market  Street  Railway  Company,  to  issue , 166 

Midland  Counties  Public  Service  Corporation,  to  i8sue„„„ 629,  705 

Modesto    Gas   Company,   to    issue 264 


Digitized  by 


Google 


1126 


INDEX. 


BONDS— Continued.  ^— 

Mount  Shasta  Power  Corporation,  to  issue 62 

Nevada,   California   and   Orpgron   Teleplione   and   Telegraph   Company,   to 

issue   370 

Northern  Electric  Railway  Company,  to  issue 798 

Pacific  Gas  and  Electric  Company,  to  issue 62,  666,  871 

Port  Costa  Water  Company,   to  issue 23 

Reedley  Telephone  Company,   to  issue 280,  609 

Sacramento  Gas  Company,  to  issue 57 

San  Diego  Consolidated  Gas  and  Electric  Company,  to  issue — 59,  315,  603  819 

San  Diego  Electric  Railway  Company,  to  issue 781 

Santa  Monica  Bay  Home  Telephone  and  Telegraph  Company,  to  issue — 

703,  796 

Sierra  and  San  Francisco  Power  Company,  to  issue 181 

Sonoma  Valley  Water,  Light  and  Power  Company,  to  issue 229 

Southern   California   Edison   Company,    to   sell 294 

Southern   California   Gas   Company,   to   issue 336,   363,   799,  974 

Southern  Counties   Gas  Company  of  California,   to  issue 

: 12,    14;,    383,    385,    716,  720 

South  Los  Angeles  Land  and  Water  Company,  to  issue 661 

The  Southern  Sierras  Power  Company,  to  issue 663 

Western  Pacific  Railroad  Company,  to  issue 539 

Western  States  Gas  and  Electric  Company,  to  issue 52,  823 

BORRESEN,  THOR,  certificate  to  sell  water 844 

BOYLE,   HUGH  A.,  Hugh  Allen  Boyle  and  James  J.   Ryan,   revocation  of 

certificate    433 

CALIFORNIA-OREGON  POWER  COMPANY,  to  increase  rates 171 

CALIFORNIA  SOUTHERN  RAILROAD  COMPANY,  to  issue  bonds 244 

To    transfer 593 

CALIFORNIA  TELEPHONE  AND  LIGHT  COMPANY,  stock,  to  issue 1077 

Bonds,    to   issue    635 

CALIFORNIA  WHARF  AND  WAREHOUSE  COMPANY,  to  increase  rates  331 
CAMBRIA    TELEPHONE    COMPANY    (Mrs.    G.    Guerra),    to   discontinue 

service 49 

CAMPBELL,  WOODWORTH  et  al.,  re  accounting  and  rates 652 

CAMP  ROSE  WATER  COMPANY,  to  increase  water  rates 827 

CASES. 


Case 
Number 

842 

970 

971  . 

972  . 

980  . 

981  . 
983  . 

1176  . 
1250  . 
1330  . 
1345  . 
1352  . 
1355 
1405  . 
1407  . 
1412  . 
1426  . 
1442  . 
1447  . 
1455  . 
1461  . 
1463 

1471  . 

1472  . 
1478  . 
1492 
1493 
1496  . 
1497 
1502 


-343, 


-1, 


Case 

P*fB 

Number 

975 

1507 

987 

1514 

937 

1515 

937 

1526 

937 

1527 

937 

1529 

937 

1.532 

169 

1533 

205 

1.534 

456 

1537 

46 

15S8 

316 

1.542 

187 

1.550 

258 

1.151 

402 

1.">.52 

280 

1.153 

169 

1576 

1 

1.578 

51 

1579 

855 

1583 

846 

1.584 

18 

1588 

723 

1590 

28 

1.504 

163 

1.595 

888 

1.599 

888 

1602 

234 

1607 

411 

1609 

1022 

1611 

1044 

143 

143 

723 

700 

191 

601 

18b 

442 

769 

15S8  568,  1043 

26 

776 


-304, 


-395, 


140 

830 

1034 

532 

532 

43*^5 

311 

ilS 

78:i 

386 

797 

1032 

1087 

1087 

650 

633 
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GASES — Ccmtinued. 


Number  Pace 

Can 

1041 652 

1642    473,     690 

1653    810,    935,  1055 

1661 963 

1662 948,  1052 

1664 917 

1667 966 

1668 744 


can 
Number  Pa«B 

1612 - 814 

1619 597 

1621 - 788 

1622 3.>^ 

1627 562 

1635 1083 

1637 488 

1638 1070 

l(53i> 491 

CENTRAL    COUNTIES    GAS    COMPANY,    investigation    of     rates    and 

service    963 

To    issue    notes lo 

To  sell  and  issue  stock  and  bonds 247 

CENTRAL  TELEPHONE  COMPANY  (J.  G.  Kirkman),  to  increase  rates—     556 
CERTIFICATES. 

Bay    Cities   Transportation    Company 122 

Bay    Shore    Stage    Company 1038 

Bear   Valley   Utility  Company,  The 393 

Bennett,    George    J.-^ 700 

Borresen,    Thor 844 

Boyle,  Hugh  A.,  revocation  of 433 

Coast  Truck   Line 791/ 

Colony    Holding    Corporation 509 

Conditions    affecting    grant ^ 103K 

Contract    carriers    must    obtain , (»5S 

Competition,  when  serves  public  convenience 744 

Cowan,  S.  B , 332 

Franchise,    distinction    between 1038 

Greer  W.  D. 473 

Haddock  Villa  Water  System 1016 

Hodge.  F.  M ^ 524 

Holt,  C.  IL,  Realty  Company 886 

Maley,  D.   H imi 

Monterey,  San  Francisco  Express  Company,  The . : 1047 

Moore,    H.    W 658 

Morgan,    T 753 

Northwestern   Realty   Company 860 

Obligations  and  responsibilities  of 433 

Sati^ration.   point  of,  when  reached 744 

Southern  California  E3dison  Company   (hydroelectric) 548 

Southern  California  Gas  Company 429,  *  431 

Sullivan,  E.  W 1044 

Territory,  open  when  not  fully  served 744 

Western  Motor  Transport  Company 1038 

Western  States  Gas  and  Electric  Company 710 

When  not  required 1044 

CHANSIX)R,  JOSEPH  A.,  AND  COAL  FIELDS  RAILWAY,  to  execute  lease     867 

CHICO  WATER  COMPANY,  to  increase  rates 168 

CITIZENS  AUTO  STAGE  (Frank  Davies),  to  increase  rates 139 

CITIZENS  LAND  AND  WATER  COMPANY  OF  UPLAND,  to  issue  notes    341 
CITRUS   BELT  GAS   COMPANY,    Southern   California   Gas   Company,    to 

transfer  property  and  issue  bonds 336,     363 

CITRUS  BELT  GAS  COMPANY,  to  sell  and  transfer  properties 248 

CITY  AND  COUNTY  OF  SAN  FRANCISCO,  complaint  of 343 

City  and  County  of  San  Francisco  vs.  Spring  Valley  Water  Company 975 

CITY   OF   AI^MEDA,  complaint  of 488 

CITY  OF  AZUSA,  complaint  of 386 

CITY  OF  BAKERSFIELD,  complaint  of 258 

CITY  OF  BERKELEY,  complaint  of 491 

CITY  OF  PALO  ALTO,  grade  crossing 337 

CITY  OF  REDDING,  to  fix  compensation 1022 

CITY  OF  RIVERSIDE,  complaint  of 402 

CITY  OF  SAN  BUENAVENTURA  vs.  Southern  California  F^ison  Company     846 
COAL  FIELDS  RAILWAY  COMPANY  and  Joseph  A.  Chanslor,  to  execute 

lease 867 
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COAST  COUNTIES  GAS  AND  ELECTRIC  COMPANY.  p*» 

Reasonableness  of  rates 952 

To   issue  stock 373 

COAST  TRl  CK    LINE,   certificate 790 

To   increase    freight   rates 461 

To  issue  stock , 551,  718 

COAST   VALLEY   GAS   AND   ELECTRIC   COMPANY. 

Re   rates   and   senice 633 

Re  service 395 

To    issue    bonds 627 

To    issue    stock S73 

COLONY  HOLDING  CORPORATION,  certificate 509 

COLORADO  RIVER  TELEPHONE  COMPANY,  to  operate  line  and  issue 

stock   and   notes 56 

COMI^TON  WATER  AND  LIGHTING  COMPANY,  to  execute  mortgage 357 

CONELAND  WATER  COMPANY,  to  fix  rates 758 

CONSOLIDATED    CANAL    COMI'ANY    AND    FRESNO    CANAL    ANT) 

LAND  COMPANY,  to  transfer 877 

COSOLIDATED  CANAL  COMPANY,  promissory  notes 1014 

CONSOLIDATED  MOTOR  FREIGHT  LINES,   INC.,  to  issue  stock 437 

CONTEMI»T.   proceeding  in 1020 

CONT^RA  COSTA   GAS   COMPANY. 

Reasonableness    of    rates 935 

Re    gas    rates 810 

Re  rates,  service  and  operations 1053 

CONTRACTS. 

Deeds  and  private  contracts,  no  jurisdiction  over 728 

Free  service,  held  preferential   rate 266 

Power    to    abrogate , 171 

Preferential   rights,   providing   for . 205 

Routing  orders 658 

COWAN.  S.  B.  for  a  certificate,  re  service , 332 

CRESTMORE  LAND  AND  WATER  COMPANY ;  Mary  L.  Barrington  vs—  788 

CRISWELL.  ROBERT  P.  and  Helen  P.;  Howard  Throckmorton  et  al.  vs.—  163 
CILLER,  HERBERT  E.,  AND  VTSl.  PECK  (Haddock  Villa  Water  System). 

certificate    1016 

CFRPHEY,  C.  W.,  vs.   Ed   Royce 1020 

Cr YAMACA  WATER  COMPANY  (James  A.  Murray,  Wm.  G.  Henshaw  and 

Ed.    Fletcher),   surcharge 507,  732 

DAVIES,  FRANK   (Citizens  Auto  Stage),  to  increase  rates 139 

DA  VIES  WAREHOrSE  COMPANY,  I^s  Angeles  Warehouse,  Pacific  Com- 
mercial   Warehouse    Company,    Santa    Fe    Warehouse    Company, 
Shattuck   and    Nimmo   Warehouse   Company,   Union   Terminal   Ware- 
house Company,  to  increase  rates 151 

DEAR,  ROBERT  (\,  AND  Wu  D.  GREER,  to  transfer 473 

DELTA     TELEPHONE     AND     TELEGRAPH     COMPANY,     to     increase 

rates    511 

DELTA   WAREHOUSE   COMPANY,   to   issue  stock 289 

DE   PI^E    WAREHOUSE   COMPANY.   Kitrick   and   Hall    Warehouse   Com- 
pany, Hochheimer  and  Company,  to  increase  rates 167 

DEVENNEY,   H.   F..   to   increase   water  rates 670 

DOMOTO,  T.  K.,  AND  H.  DOMOTO,  complaint  of 532 

DRAKE.  FRED  H..  to  fix  water  rates 882 

DURPHY,  P.  T.   (Sherman  Water  Company),  to  increase  rates 466 

EAST  BAY  WATER  COMPANY  ET  AL.,  complaint  of 532 

Bonds  and  stock,  to  issue . 615,  712 

EAST  SIDE  CANAL  COMPANY  ET  AL. ;  Hancodj,  A.  et  al.  vs 205 

EISBNMEYER.    WAI/TER    G.,    ET    AL.,    complaint    of 507 

ELECTRIC   TTTILITIES,    power   administrator,   discontinued 169 

EL  SEGUNDO  WATER  COMPANY,  to  increase  rates 802 

ESCALON  WATER  AND  LIGHT  COMPANY,  to  issue  stock 328 

EUCLID  AVENI'E  WATER  COMPANY,  to  issue  note  and  execute  mortgage  469 
EXTENSIONS. 

Advances,   rule  for  return  of 316 

Benefit,   utility  not  sole   beneficiary 316 

Limited  by  supply 562 

FAIRFAX  INCLINE  RAILROAD  COMPANY,  to  issue  stock . 522 

FAIR  OAKS  ELECyrRIC  COMPANY   (R.  A.  Rose),  to  issue  notes 695 
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FEET,  OTTO  H.,  A.  V.  Foerster  and  Henry  Sheridan  vs.  Emil   BHrth  and 

Los  Angeles  Trust  and  Savings  Bank : 783 

B^IRTH,    EMIL,    to   increase   water   rates 45,  783 

FOOTHILL  DITCH  COMPANY,  to  increase  rates 835 

FOREST  HILL  TELEPHONE  EXCHANGE  (LangstaCf,  M.  C.  and  C.  W.), 

to  increase  rates 150 

FRESNO   CANAL   AND    LAND   CORPORATION    and    Laguna    Irrigation 

District,  to  sell  property 272 

FRESNO  CANAL  AND  LAND  CORPORATION,  Consolidated  Canal  Com- 
pany, to  transfer 877 

FRESNO  CITY  M'ATER  CORPORATION,  to  execute  mortgage  and  issue 

bonds    970 

Notes,    to    renew 303 

(iARDEN  OROVE  CITY  WATER  COMPANY,  to  increase  rates 825 

GLENDALE  CONSOLIDATED  WATER  COMPANY,  Title  Guarantee  and 

Trust  Company,  to  purchase  property 388 

GOLDEN  EAGLE-BARKER  STAGE,  to  increase  rates 240 

GOLDEN  GATE  FERRY  COMPANY,  to  issue  stock 025,  786 

GOLDEN  WEST  BREWING  COMPANY,  complaint  of . 532 

GOMPH,  F.  W.,  to  increase  rates  on  petroleum  road  oil 1 1024 

GOODWIN,  MATTIE  L.,  AND  (JRACE  WEBB;  Quincy  Fire  District  and 

C.  J.  Lee  and  others  vs 888 

GOODWIN,  MATTIE  L..  AND  GRACE  WEBB  ;  Quincy  Water  Works  vs.__  888 

GOODWIN,  MATTIE  L.,  AND  GRA(^E  );\T:BB,  to  issue  notes  and  mortgages  54 

GRANITE  RO(^K  WATER  (^OMPANY,  re  rates  and  service 807 

GREAT  WESTERN  POWER   (X)MPANY ;   Pacific  (5as  and   Electric  Com- 
pany   vs 744 

GREAT   WESTERN   POWER   COMPANY   OF   CALIFORNIA,   to   execute 

mortgage    and    issue    l)ond8 309 

To  issue  and  pledge  bonds  and  issue  and  sell  bonds 323 

To   issue   and   sell   bonds , 307 

To  issue  bonds : 33 

GREER,  W.  I).,  certificate 473 

(iREER.  W.  D.:  Homer  Rhyne  and  C.  L.  Rhyne  vs 473 

GREER.  W.  I).,  to  transfer 10<>3 

GRIZZLY  ELE(^TRIC  COMPANY   (R.  B.  Young),  to  issue  note 093 

GUERRA,  MRS.  G.   (Cambria  Telephone  Company),  to  discontinue  service 49 

HADDOCK  VILLA  WATER  SYSTEM   (Wm.  Peck  and  Herbert  E.  Culler). 

certificate 1016 

HANCIIETT.  F..  AND  N,  IX)CICERO    (Pacific  Auto  Stage  Company),  re 

service    .598 

HANCIIETT,  F.,  AND  N.  LOCICERO,  to  abandon  local  stage  service 820 

HANCOCK,  A.,  ET  AL.,  complaint  of 205 

HANFORD  WATER  COMPANY,  THE,  to  issue  notes 707 

HART,  E.  B.,  to  increase  rates 137 

HATCHARD,  T.   IL,   ET  AL.  complaint  of— 186 

HEALDSBrRG-SANTA    ROSA    ACTO    FREIGHT    LINE,    adjustment    of 

rates   542 

HELD.  J0SF:PH,  to  lease  operative  rights 330 

HI(;HLAND  domestic^  water  company,  to  increase  rates 859 

HOBART   estate   company,    Emma   H.    Rose   and   Anna    G.   I>ane,    to 

install    meters 206" 

IIO(iniEIMER  AND  COMPANY,  to  increase  rates 107 

HODGE,  F.  M.,  L.  E.  Mershon  and  H.  A.  Rose,  certificate 524 

holt,  C.  H.,  REALTY  COMPANY,  certificate 886 

HOMMES.  J.  S.,  and  others  vs.  C.  C.  White  Water  Company 814 

IIOXIE  AND  TILLMAN,  to  increase  warehouse  rates 27 

HUMBOLDT  TRANSIT  COMPANY,  to  transfer 7.50 

INTERSTATE  GAS  COMPANY,  to  issue  stock  and  bonds 971 

INVERNESS  ASSOCIATION  FOR  FIRE  PROTECTION  AND  GENEIiAL 

BETTERMENT    vs.    Inverness    Water   Works ^ 709 

INVERNESS  WATER  WORKS;   Inverness  Association  for  Fire  Protection 

and    General    Betterment    vs 709 

JACKSON  GAS  LIGHT  COMPANY,  to  abandon  service 0 

JOHNSON,  GEO.  W.  AND  .L  M.,  certificate 700 

JUDSON   MANrFACTI^RING   COMPANY,  complaint   of 89,  602 
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JURISDICTION.  ^ 

Contracts  providing  for  preferential  rights  subject  to 20o 

Contracts,    to    abrogate 1*^1 

Food  warehousemen  and  food  commodities 124 

Food   warehouses,   when   acquired 234 

Fraud,   none   over 67H 

Irrigation  district,  bonds  of,  not  subject  to 377 

Railroad  under  control  of  municipality,   no  jurisdiction _ 597 

Rates  under  deeds  or  private  contracts 728 

Reorganization    expenses,    when    not    charged    to    capital    account,    not 

subject    to 166 

Reparation  during  federal  control,  no  jurisdiction 532 

Rights  of  way,  compensation  for,   no  jurisdiction   over 266 

Viaduct,  to  apportion  costs  between  railroad  and  city 765 

Water  systems,  when  under  Public  Utilities  Act 163 

Water  utility,  when  public  utility 756 

KENNFrrT   WATER   COMPANY,   re  surcharge 464 

KERMAN  TELEPHONE  COMPANY,  to  increase  rates 518 

KINCAID,  JACK,   ET  AL.  vs.   Reedley  Telephone  Company 1032 

KIRKMAN,  J.  G.  (Central  Telephone  Company),  to  increase  rates 558 

KIRKMAN,  J.  G.  (telephone),  investigation  of  service  and  rates 966 

KITRICK  AND  HALL  WAREHOUSE  COMPANY,  to  increase  rates 167 

KLAMATH  TELEPHONE  AND  TELEGRAI*H  COMPANY,  to  discontinue 

Willow  Creek  line 1119 

LACASSIB,  M.  E.,  to  fix  water  rates 816 

LAGUNA  BLANCA  WATER  COMPANY,  James  Marwick  vs 45« 

I^GUNA  IRRIGATION  DISTRICT  and  Freso  Canal  and  Land  Corporation, 

to  sell   property 272 

LAKE   HEMET  WATER  COMPANY. 

Re  rates,  rules,  regulations  and  practices 1034 

Re    service 304,  797 

LANE,  ANNA  G.,  Emma  H.,  Rose,  and  Herbert  Estate  Company,  to  install 

meters    266 

L ANGST AFF,    M.    C.   and    C.    W.    (Forest    Hill    Telephone    Exchange),    to 

increase    rates 159 

LAWRENCE  WAREHOUSE  COMPANY,  to  issue  stock 86 

LAWRIE,  W.  S.  B..  and  the  Union  Trust  Company  of  San  Diego;  Mrs  F. 

K.  Morri  et  al.  vs 1083 

LEE,  W.  W.  (North  Glendale  Distributing  Company),  to  sell  and  transfer—  857 

LOCICERO.  N.,  F.  Hanchett  to  abandon  local  stage  service 820 

LOS     ANGELES     AND     MT.     WASHINGTON     RAILWAY     COMPANY, 

Walter  G.   Eisenme.ver  et   al.   vs 597 

IX)S  ANGELES  GAS  AND  ELECTRIC  CORPORATION. 

To  increase  rates 93,  370 

To    issue    bonds 47,  620 

LOS  ANGELES  ICE  AND  COLD  STORAGE  COMPANY,  Merchants   Ice 
and  Cold  Storage  Company,  National  Ice  and  Cold  Storage  Company, 

to  increase  rates 124 

LOS  ANGELES  ICE  AND  COLD  STORAGE  COMPANY,  Terminal  Refrig- 
erating Company;  Rivers  Bros.  Company,  Inc.,  vs. 234 

LOS  ANGELES  WAREHOUSE  COMPANY,  to  increase  rates 151 

LOS  VERJELS  LAND  AND  WATER  COMPANY,  to  renew  notes  and  issue 

stock « 184 

MALEY,  D.  IL,"  certi¥cateIIIIIIIIII_I_ZIIIIIZIZI_IZIIZIIII_IIIIIIIZIiri  1044 

MALEY,  D.  H.,  Sullivan  E.  Ww ;  The  White  Lines  vs 1044 

MARIPOSA  COMMERCIAL  AND  MINING  COMPANY,  to  transfer 861 

MARKET  STREET  RAILWAY  COMPANY,  to  issue  stock,  bonds  and  notes 

and   to   reorganize 166 

MARSHALL,   J.   L..   Thomas   Wilson   vs 830 

MARWICK.  JAMES,  complaint  of 456 

MAST,  JOSEPH  A.,  Chas  S.,   George  A.,  John   G.,   and  Annie    (Estate   of 

E.  J.  Mast),  to  increase  warehouse  rates 637 

McCONNEL'S  VALLEY  AND  COAST  TRUCK  LINE,  E.   L.,  to  increase 

rates 197 

McCORMICK    STEAMSHIP   LINE   ET   AL.,    Motor   Carriers*   Association 

vs.    1070 

McEWEN  BROS.,  to  increase  water  rates 416 

McFARLAND  TELEPHONE  COMPANY,  to  increase  rates 7 

McGOVERN,  JOHN  A.,  to  discontinue  water  service;  to  increase  rates 697 


Digitized  by 


Google 


INDEX.  1131 

MELVILLE,  E.,  ET  AL.,  complaint  of 562 

MERCED  IRRIGATION  DISTRICT  AND  SAN  JOAQUIN  LIGHT  AND 

POWER  CORPORATION,   to   approve  agreement 377 

MERCHANTS  ICE  AND  COLD  STORAGE  COMPANY,  to  increase  rates—  124 

MERSHON,    L.    E.,    certificate 524 

MIDLAND  COUNTIES  PUBLIC  SERVICE  CORPORATION. 

To    execute    mortgage _ 618 

To  issue  bonds . 629,  705 

MIDWAY  GAS  COMPANY  and  San  Joaquin  Light  and  Power  Corporation ; 

the  City  of  Bakersfield  vs 258 

MILLS,  O.  P.,  complaint  of 650 

MODESTO  GAS  COMPANY,  reasonableness  of  rates ^ 948 

Re  rates,  service  and  operations 1052 

To  issue  bonds 264 

MOORE,   II.  W.,  certificate 658 

MOORE,  W.  D.,  ET  AL.,  complaint  of 143 

MORGAN,  T..  certificate 753 

MORRI,  MRS.  F.  K.,  ET  AL.  vs.  W.  S.  B.  Lawrie  and  the  Union  Trust  Com- 
pany of  San   Diego 1083 

MOTOR  CARRIERS'  ASSOCIATION  vs.  McCormick  Steamship  Line  et  al 1070 

MOUNTAIN  EXPRESS  COMPANY,  modification  of  tariflfs,  etc 390 

MOUNTAIN   WATER   COMPANY,   to  increase   rates,   to   amend   rules   and 

regulations    558 

MURRAY,  JAMES  A.,   William  G.   Ilenshaw  and  Ed.  Fletcher   (Cuyamaca 

Water  Company),  surcharge 507,  732 

NATIONAL  ICE  AND  COLD  STORAGE  COMPANY,  to  increase  rates 124 

NEEDLES  GAS  AND  ELECTRIC  COMPANY,  to  increase  rates 35 

NEVADA,    CALIFORNIA    AND    OREGON    TELEGRAPH    AND    TELE- 
PHONE COMPANY,  to  issue  bonds 370 

NICHOLS-LOOMIS  COMPANY,  complaint  of 140 

NORTHERN    ELECTRIC   RAILWAY    COMPANY,    to    transfer   and    issue 

stocks  and  bonds 798 

NORTH  GLENDALE  DISTRIBUTING  COMPANY   (W.  W.  Lee),  to  sell 

and    transfer , 857 

NORTHWESTERN  PACIFIC  RAILROAD  COMPANY,  to  lease  branch  line  11 

Town  of  Sausalito  vs 411 

NORTHWESTERN   REALTY  COMPANY,   cerHficate 869 

NOTES. 

Central  Counties  Gas  Company,  to  issue , 15 

Citizens  T-»and  and  Water  Company,  to  issue 341 

C'Olorado  River  Telephone  Company,  to  issue 56 

Consolidated  Canal  Company,  to  issue . 1014 

Euclid  Avenue  Water  Company,  to  issue 469 

Fresno  City  Water  Corporation,  to  renew 303 

Goodwin,  Mattie  L.,  to  issue 54 

Tx)s  Verjels  Land  and  Water  Company,  to  issue 184 

Market  Street  Railway  Company,  to  issue 166 

Ontario  Power  Company,  to  issue 298,  932 

Pasadena  Electric  Express  Company,  to  issue 471 

Port  Costa  Water  Company,  to  renew 120 

Rose,  R.  A.   (Fair  Oaks  Electric  Company),  to  issue 695 

San  Diego  and  Arizona  Railway  Company,  equipment  trust  certificates 

. 261,  329 

San  Joaquin  Light  and  Power  Corporation,  renew 300 

Santa  Rosa.  Water  Works,  to  issue 243 

Southern  California  Gas  Company,  to  issue 292 

Southern  California  Telephone  Company,  to  issue 621 

Southwestern  Home  Telephone  Company,  to  issue 5fiS,  585 

The  Hanford  Water  Company,  to  issue 707 

Webb,  Grace,  to  issue 54 

Western  States  Gas  and  Electric  Company,  to  issue 371 

Willits  Water  and  Power  Company,  to  refund 460 

Young,  R.  B.  (Grizzly  Electric  Company),  to  issue 693 

OJAI  POWER  COMPANY,  to  issue  stock 1011 

OLIVE  MILLING  COMPANY,  to  increase  rates 805 

ONTARIO   INVESTMENT   COMPANY,   re   service 311 
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ONTARIO  POWER  COMPANY.  p*-" 

To  issue  notes 298 

To  issue  notes  and  stock 5»2 

To  issue  stock 29G 

OYHARZABAL,  ESTEBAN,  JR.,  certificate 1060 

PACIFIC   AUTO   STAGE   COMI»ANY    (F.   Hanchett  and   N.   Locicero),   re 

service   «598 

PACIFIC  COAST  CANNING  COMPANY,  complaint  of 532 

PACIFIC  COMMERCIAL  WAREHOUSE  COMPANY,  to  increase  rates 151 

PASADENA  ELECTRIC  EXPRESS  COMPANY,  to  issue  notes  and  execute 

mortgage   471 

PACIFIC  ELECTRIC  RAILWAY  COMPANY,  to  increase  rates 1087 

To  increase  rates  for  sale  of  electric  energy 25t> 

PACIFIC  GAS  AND  ELECTRIC  COMPANY. 

Adjustment  of  rates 367 

For    rehearing 64 

Mount  Shasta  Power  Corporation,  to  issue  bonds 02 

Reasonableness  of  rates  and  fares  of  City  of  Sacramento  Street  Railway—  950 

Sierra  and  San  Francisco  Power  Company,  to  transfer 182 

To  exercise  franchise  right -11,  42,  44 

To  issue  and  sell  bonds 871 

To  issue  and  sell  stock 088 

To   issue   bonds 06b 

To  transfer  property 246 

vs.  Great  Western  Power  Company 744 

PACIFIC  PORTLAND  CEMENT  COMPANY,  complaint  of 51 

PACIFIC  RICE  GROWERS  ASSOCIATION,  complaint  of 418 

PACIFIC  TELEPHONE  AND  TELEGRAPH  COMPANY  ;  Sutcliffe,  John  IL, 

Bay   Cities  Advertising  Company,   vs. 286 

To  exercise  franchise  right 284 

PALMS   WAREHOUSE  COMPANY,  to  issue  stock 355 

PECK,  WILLIAM,  and  Herbert  E.  Culler   (Haddock  Villa  Water  System), 

certificate 1016 

I'ENINSULAR  RAILWAY  COMPANY,  to  increase  rates 900 

PENINSULA  WATER  COMPANY,  to  increase  rates 772 

PICKWICK   STA(iES   INC.,   to  issue  stock -•-  672 

PORT    COSTA    WATER    COMPANY. 

To   increase    rates 278 

To  issue  bonds 23 

To  renew   notes 120 

POSTAL  TELEGRAPH-CABLE  COMPANY,  to  abandon  service (HI 

POWER   ADMINISTRATOR,    discontinued 16& 

PRODUCERS  REFINING  COMPANY,  complaint  of 442 

I»UENTE  PACKING  COMPANY,  to  issue  and  sell  stock 667 

QUINCY  FIRE  DISTRICT  and  C.  J.  Lee  and  others  vs.  Mattie  L.  Goodwin 

and  Grace  Webb 888 

QUINCY  WATER  WORKS  vs.  Mattie  L.  Goodwin  and  Grace  Webb 888 

RANDOLPH,  J.   L.,  Turlock  Home  Telephone   and  Telegraph   Company,   to 

increase  rates  and  execute  mortgage 392 

RATE  BASE. 

Appreciation  of  plant  and  going  concern  value 633 

Capital  items,  nonoperative,  excluded  from 948 

Ilistoiical  reproduction  cost,  undepreciated , , ^-^ 1087 

Rates,  not  always  controlling  in  fixing 981 

Reasonable  operative   investment , , 93 

Sale  price,  entitled  to  consideration 562 

RATE  OF  RETURN. 

Competition  and  scattered  districts,  effect  on 111 

Cost   of   money,    return   allowed   for ; 402 

Damages,  excess  over  insurable  amount  not  allowed 917 

Depreciation  annuity,  computed  on  6  per  cent  basis 93 

Economies,  10  per  cent  rate  not  allowed  for 479 

Extraordinary  expense,  allowance  to  amortize 562 

Economic   maximum,    effect   on   rate 1087 

Financial  requirements,  not  proper  basis  for 907 

Franchise   provisions,    effect    on 956 

Franchise  tax,  consumers  in  city  must  pay: 402 

Full  return,  when  not  allowed__266,  464,  518,  783,  794,  802,  805,  807,  882,  886 

Hazard   of  service,   greater  return  allowed 402 
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RATE  OP  RETURN— a>ntinued.  !*»»• 

Industrial  depression,  rate  reduction  to  meet , 810 

IjOW  price  on  part  of  product,  efifect  of 171 

Per  cent  held  reasonable .  93 

I*revious  reduced  earnings,  compensation  for  not  allowed 395 

RATES. 

Ability   to  pay 833 

Effect  when  too  high 900 

Reimbursement,  allowed  for  increase  in  oil  price  from  date  of  application  64 

Service,  effect  on 147 

Special  compensation  not  allowed  for  favorable  oil  contract 04 

Taxes. 

Excess  profit  not  allowed __  93 

How    computed 64,  917 

Unfortunate  investment,  full  return  not  allowed 159 

RATES. 

Auto  Stages  and  Trucks. 

Uommon  carriers  must  file  tariffs  and  schedules 1044 

I^nprotitable  business,  discrimination  against  disapproved 598 

Electbic. 

Damages,  excess  over  insurable  amount  not  allowed  in  operating  account —  917 

Decreases    147 

Financial   requirements,   not  proper   rate   basis 917 

Flat  rates,  unfair  as  between  consumers 861 

Increases 35,  917 

Pacific   Electric,   increase  for  electric  power 256 

Power  as  irrigation  by-product 377 

Readjustments 171,  638 

Gas. 

Adjustment  in  rates 255,  369,  10(>6 

Combination    rates 147 

Competition,   effect   on 1066 

Decreases 367,  368,  370,  425,  810,  917,  1052,  1053 

Emergency  rate   abolished 58 

Increases 64,  75,  93,  111,  255,  402,  479 

Mixed  gas,  standard  established 93,  111 

Oil  cost,  relation  to  gas  rate 64,  111,  425 

Railroad. 

Commutation  fares. 

Comparison   of 145 

Theory    of 145 

Earnings,  effect  when  rates  are  too  high 900 

Economic  conditions,  changing  rates  to  meet 418 

Franchise,    effect    on    rates 956 

Milling  in  transit 723 

**Xo  baggage  fare,"  restoration  of <?01 

Out-of-line  haul,  rate  radius  established 723 

Paddy  rice,  rates  held  reasonable 418 

Petroleum  road  oil,  rate  on 1024 

Reparation,  unreasonableness  of  rate  for  future,  no  basis  for  award 442 

Risk,  carrier's  right  to   take 907 

San  Francisco-Sausalito  fare,  reasonableness  of 411 

Transfer  rate,  basis  of  reasonableness 60S 

Transit  privileges,  no  discrimination   in 140 

Tfleobapii. 

Rates  found  reasonable > 187 

Telephone. 

Coiii>on  tickets  for  free  service  unlawful 497 

Discrimination  between   stockholders  and  nonstockholders  unlawful 497 

Farmer  lines,  must  be  owned  by  subscribers .^>09 

Installation,  must  be  made  when  rules  observed 28(i 

Local   service,   in   self-contained   communities 586 

Milease  charges,  added  to  base  rates 544 

Oi)erating  costs,  patrons  not  to  pay  undue 151» 

Prior    service,    nonpayment    for 286 

Suburban    lines,   overloading   of 518 

Tariff,  unauthorized,  illegal TA4 

Toll  revenues,  apportionment  of 981 
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RATES — Continued. 

Stobaqe.  p»w» 

Comparison,  not  fair  test 124 

Food  Administration,  control  of 234 

Food  Warehousemen  Act,  effective  date 234 

Jurisdiction   over 124 

Rates,  uniformity  of , 124 

Seasonal  charges,  abolition  of 124 

Water. 

Companies,  when  public  utility 163,  311,  758 

Contract  rates,  when  outside  jurisdiction ' 728 

Contracts  providing  for  preferential  rights  subject  to  control 205,  266 

Development  stage,  full  return  not  allowed 783,  794  886 

Flat  rates,  lead  to  wasteful  use 816,  76l> 

Increases  granted 46,  168,  180,  270,  278,  343,  416,  466,  558, 

562,  670,  697,  758,  772,  783,  79i,  802,  807,  825,  833,  835,  838,  859,  1060 

Increases  granted  conditionally 45,  728,  827 

Jieaky  system,  utility  must  repair 311 

Meters. 

Installation    recommended 769,   816*  1030 

Authority    to   install 816 

Municipality  in  same  status  as  private  wholesale  user 278 

Overbuilt  system,  full  return  not  allowed  on 802,  805,  807,  882 

Prescriptive    rights    upheld 205 

Prior  users,  protected  under  transfer 194 

Readiness  to  serve  charge  eliminated 1060 

Refund,  rates  increased  without  authority 670 

Reserve  capacity,  withholding  from  beneficial  use 186 

Sen-ice  area,  extension  of 897 

Wateb  Transportation. 

Reasonableness,    test   of 652 

Reduction,  voluntary,  recommended 652 

REAOAN,  M.  F.,  to  increase  water  rates 794 

REEDLEY  TELEPHONE  COMPANY,  Jack  Kincaid  vs 1032 

To    issue    bonds 699 

To  issue  bonds  and  increase  rates 280 

RHYNE.  HOMER  AND  C.  L.,  complaint  of 473,  690 

RHYNE,   HOMER   AND   C.   L.,   W.  G.   Greer  vs 690 

RICE  TRANSPORTATION  COMPANY,  to  issue  stock 203,  557 

RICHARDSON.  J.  H.   (Richardson  Springs),  adjustment  of  telephone  service  586 
RICHMOND    AND    SAN    RAFAEL    FERRY    AND    TRANSPORTATION 

COMPANY,  to  issue  stock 626 

RICHMOND  (^HA.MBER  OF  COMMERCE,  complaint  of 601 

RIVERS  BROTHERS  COMPANY,   INCORPORATED,  complaint  of 234 

RODEO-VALLEJO  FERRY  COMPANY,  to  issue  and  sell  stock 735 

ROSE.   EMMA   II.,   Anna   G.  I^ne  and  Hobart  Estate  Company,  install  meters  266 

ROSE.  H.  A.,  certificate 524 

ROSE,  R.  A.  (Fair  Oaks  Electric  Company),  to  issue  notes 695 

ROYCE,  EI)..  C.  W.  Curphey  vs 1020 

ROZA.    D.    S..   Benjamin   Tonini   vs 26 

RFSSIAN  RIVER  WATER  CX)MPANY,  to  acquire  utility  properties 176 

RYAN,  JAMES  J.,   Hugh   A.   Boyle   and   Hugh    Allen   Boyle,   revocation   of 

certificate    433 

SACRAMENTO  GAS  COMPANY,  to  sell  bonds  and  execute  mortgage 57 

SACRAMENTO  NORTHERN  RAILROAD  COMPANY,  to  increase  switch- 
ing  charges . 008 

To  transfer 679 

SACRAMENTO  VALLEY  W^ST  SIDE  CANAL  COMPANY  ET  AL.,  to  sell 

water    system 194 

SAN  ANTONIO  HOME  TELEPHONE  COMPANY,  to  increase  rates 497 

SAN  DIEGO  AND  ARIZONA  RAILWAY  COMPANY,  to  execute  equipment 

trust   certificates 261,  329 

To  sell  certain  equipment 401 

SAN  DIEGO  CONSOLIDATED  GAS  AND  ELECTRIC  COMPANY. 

To   fix  rates 425 

To  issue  and  sell  stock  and  bonds 819 

To  issue  bonds,  stock  and  execute   mortgage 603 

To  issue  stock  and  bonds 315 

To  issue  bonds .«  59 

To   issue  stock,  execute  mortgage  and  lease 59 
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SAN  DIEGO  ELECTRIC  RAILWAY  COMPANY,  to  issue  bonds 781 

SAN  DIMAS-CHARTER  OAK  DOMESTIC  WATER  COMPANY,  to  adjust 

water  rates 805 

SAN  FERNANDO  TELEPHONE  AND  TELEGRAPH  COMPANY,  to  issue 

stock 227 

SAN  FRANCISCO,  NAPA  AND  CALISTOGA  RAILWAY,  Southern  Pacific 

Company ;  W.  D.  Moore  et  al.  vs 143 

SAN  GABRIEL  VALLEY  WATER  COMPANY,  T.  H.  Hatchard  et  al.  vs.„  186 
SAN  GORGONIO   WATER   COMPANY   AND   BEAUMONT   LAND  AND 

WATER  COMPANY,   to  increase  rates 46 

SAN   JOAQUIN   AND  EASTERN   RAILROAD   COMPANY,    to   abandon 

station    899 

SAN  JOAQUIN  LIGHT  AND  POWER  CORPORATION  AND  MIDWAY 

GAS  COMPANY ;  The  City  of  Bakersfield  vs 258 

SAN  JOAQUIN   LIGHT  AND  POWER   CORPORATION. 

To  approve  agreement 1 377 

To  issue  and  sell  bonds 676 

To   renew   notes 300 

SAN  JOSE  RAILROAD,  to  increase  rates 007 

SAN  JOSE  WATER  WORKS  ET  AL.,  O.  P.  Mills  vs 650 

SAN  RAFAEL  RANCH  COMPANY,  to  discontinue  water  service 1018 

SANTA  CRUZ  COUNTY  UTILITIES,  to  increase  rates 838 

SANTA  FE  WAREHOUSE  COMPANY,   to  increase  rates 151 

SANTA  MARIA  GAS  COMPANY,  to  increase  rates 470,  1066 

SANTA  MONICA  BAY   HOME  TELEPHONE   COMPANY,   to  issue  stock 

and    bonds 703  790 

SANTA   ROSA  WATER  i;\^)RKS.   to  issue  notes 243 

SECURITIES,  market  conditions  govern  prices 799 

SERVICE. 

Abandonment  of 445 

Area,    extension    of 807 

Certificate,   revocation   of 433 

Collections,  must  include  all  customers 311 

Connections,  utility  must  own 168 

Extensions. 

Cost  advanced   by   consumers 316 

Rule   for   repayment 316 

Gas  standard  established 03.  Ill 

Instruments,  attaching  by  owners 0i>6 

Leaky  system,  utility  must  repair 311 

Limitation  of 833 

Municipal  road,  no  jurisdiction  over 507 

Nonpayment  of  bills 286 

Overloading  lines,   illegal 066 

Rates,    effect    on 305.  810 

Selective   signaling    (telephone) 066 

Shelter   stations 601 

Suburban    lines,   overloading   of 518 

To  discontinue,  authority  required 4."»<» 

Trains,  curtailment  of 350,  488,  401 

T'tility,   owes   duty    of 744 

SEXTON,  JOHN  E.,  vs.  Western  States  Gas  and  Electric  Company,  and  El 

Dorado  Water  Company 776 

SHATTT^CK  AND  NIMMO  WAREHOUSE  COMPANY,  to  increase  rates__  151 

SHERMAN  WATER  COMPANY  (P.  T.  Durphv),  to  increase  rates 466 

SHIRESOHN.  MAX  A.,  to  increase  water  ratos 270 

SIERRA   AND    SAN   FRANCISCO    POWFR   COMPANY   AND   PACIFIC 

GAS  AND  ELECTRIC  COMPANY,  to  transfer 182 

SIERRA  AND  SAN  FRANCISCO  POWER  COMPANY,  to  issue  bonds 181 

SKIRVING  WAREHOUSE  COMPANY,  INC.,  to  issue  stock 134.  245 

SMITH,  DR.  C.  EDGAR,  to  transfer 580 

SONOMA  CITY  WATER  WORKS,  to  transfer  and  issue  stock 502 

SONOMA  VALLEY  WATER.  LIGHT  AND  POWT.R    COMPANY.  Sonoma 
City    Water    Works    and    Sonoma    Vista    Water    Company,    to    sell ; 

Sonoma  Water  and   Irrigation  Company,   to  purchase 737 

SONOMA  VALLEY  WATER,  LIGHT  AND  POWER  COMPANY,  Sonoma 
City  Water  Works,  and  Sonoma  Vista  Water  Company,  to  transfer 

and    issue   stock 502 
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SONOMA  VALLEY  WATER,  LIGHT  AND  POWiER  CJOMPANY,  to  issue    ^"^ 

bonds  and  purchase  property 229 

SONOMA  VISTA  WATER  COMPANY,  to  transfer  and  issue  stock 502 

SOUTHERN   CALIB^ORNIA  EDISON   COMPANY. 

City  of   San   Buenaventura   vs 846 

Hydroelectric,    certificate 548 

J.  C.  Barnard  vs : 855 

To  issue  and  sell  bonds 294 

To  issue  and  sell  stock 915 

To    issue    stock 61,  306 

To  purchase ;  Santa  Barbara  Electric  Company,  to  sell 849 

To    transfer 721,  1086 

SOUTHERN  CALIFORNIA  GAS  COMPANY,  adjustment  of  and  increase 

in    rates 255 

Adjustment  of  rates 369 

Certificate,  exercise  of  franchise  rights,  Redlands 429 

Certificate,  exercise  of  franchise  rights,  San  Bernardino 431 

City  of  Riverside  vs 402 

To    increase   rates 111 

To  issue  bonds 799,  974 

To  issue  notes ^ 292 

To  transfer  property  and  issue  bonds 336,  363 

SOUTHERN    CALIFORNIA    TELEPHONE    COMPANY. 

Re  rates  and  service 568,  1043 

To   fix    rates 981 

To  issue  notes  and  execute  mortgage 621 

SOUTHERN  COUNTIES  GAS   COMPANY  OF  CALIFORNIA. 

City  of  Azusa  vs 386 

To  increase  rates 75,  368 

To  issue  bonds 12,  14,  383,  385,  716,  720 

To  issue  stock 84 

SOUTHERN  PACIFIC  COMPANY. 

Atchison,  Topeka  and  Santa  Fe  Railway;  East  Bay  Water  Company, 
Union  Construction  Company,  Best  Steel  Casting  Company,  Pacific 
Coast   Canning   Company,   Golden    West   Brewing   Company,    T.    K. 

Domoto  and  H.   Domoto,  vs 532 

Atchison,  Topeka  and  Santa  Fe  Railway  Company;  Producers  Refining 

Company    vs. 442 

City  of  Alameda  vs 488 

City  of  Berkeley  vs 491 

Curtailment   of   train   service 350 

East  Bay  Water  Company  vs 532 

Judson  Manufacturing  Company  vs 89,  602 

Nicholls-T^omis  Company  vs 140 

Pacific  Portland  Cement  Company  vs..  rehearing 51 

Re  grade  crossing  protection,  Lindsay 28 

The  Municipal  League  vs.  (L.  A.  Terminal  Case) 937 

To  abandon  passenger  service 445 

To   adjust   switching   charges 226 

SOTTTHERN  SIERRAS  POWER  COMPANY,  THE.  to  issue  bonds 663 

SOUTH  FEATHER  LAND  AND  WATER  COMPANY,  to  increase  rates 833 

Wyandotte  Water  Users'  Association  vs 833 

SOI'TH  LOS  ANGELES  LAND  AND  WATER  COMPANY,  to  issue  stock 

and    bonds 661 

SOUTHWESTERN    HOME    TELEPHONE    COMPANY. 

To    increase    rates 1053 

To    issue    notes 583.  585 

SPRING  VALLEY  WATER  COMPANY ;  City  and  County  of  San  Francisco 

vs.    343.  975 

Complaint    of 191 

STAR  AUTO  STAGE  COMPANY,  to  issue  stock 579,  581 

STARK  STEAMSHIP  LINES,  INC..  to  issue  stock 880 

STOCK. 

B.  and  H.  Transportation  Company,  to  issue 34 

Bay  Cities  Transportation  Company,  to  issue 644 

Bay  Transport  (^ompany,  to  issue 892 

California  Telephone  and  Light  Company,  to  issue 1077 

Ontral  Counties  Gas  Company,  to  issue 247 

Coast  Counties  Gas  and  Electric  Company,  to  issue 373 
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Coast  Truck  Line,  to  issue ^^h  718 

Coast  Valleys  Gas  and  Electric  Company,  to  issue 873 

Colorado   River   Telephone   Company,    to   issue 56 

Consolidated  Motor  Freight  Lines,  Inc.,  to  issue 437 

Delta  Warehouse  Company,  to  issue 209 

East  Bay  Water  Company,  to  issue 615,  712 

Escalon  Water  and  Light  Company,  to  issue 328 

Fairfax  Incline  R.  R.  Company,  to  issue 522 

Golden  Gate  Ferry  Company,  to  issue , » — 625,  786 

Interstate    Gas    Company,    to    issue 971 

Lawrence  Warehouse  Company,  to  issue 86 

Los  Verjels  Land  and  Water  Company,  to  issue 184 

Market  Street  Railway  Company,  to  issue 166 

Northern  Electric  Railway  Company,  to  issue 798 

Ojai  Power  Company,  to  issue 1011 

Ontario  Power  Company,  to  issue 296,  932 

Pacific  Gas  and  Electric  Company,   to  issue 688 

Palms  Warehouse  Company,  to  issue 355 

Pickwick   Stages,   Inc.,  to  issue 672 

Puente  Packing  Company,   to  issue 667 

Rice  Transportation  Company,  to  issue 203,  557 

Richmond  and  San  Rafael  Ferry  and  Transportation  Company,  to  issue—  626 

Rodeo-Vallejo  Ferry  Company,   to  issue  and  sell 735 

San  Diego  Gas  and  Electric  Company,  to  issue 59,  315,  603,  819 

San  Fernando  Telephone  and  Telegraph  Company,  to  issue 227  , 

San  Joaquin  Light  and  Power  Corporation,  to  issue  and  sell 676 

Santa  Monica  Bay  Home  Telephone  Company,  to  issue 703,  796 

Skirving    Warehouse   Company,    to   issue 134,  245 

Sonoma  City  Water  Works,  to  issue 502 

Sonoma  Valley  Water,  Light  and  Power  Company,  to  issue 502 

Southern  California  Edison  Company,  to  issue 61,  306,  915 

Sonoma  Vista  Water  Company,  to  issue 502 

Southern  Counties  Gas  Company  of  California,  to  issue 84 

South  Los  Angeles  Land  and  Water  Company,  to  issue 6()1 

Star  Auto  Stage  Company,  to  issue 579,  581 

Stark  Steamship  Lines,   Inc.,   to  issue 880 

Stockton  Commercial  Warehouse  Company,  to  issue 199 

Suisun  and  Green  Valley  Telephone  Company,  to  issue 238 

The  Bear  Valley   I'tility  Company,   to   issue 393 

I'nion  Terminal  Warehouse  Company,  to  sell  and  issue 1.^)7 

Valley  Transit  Company,  to  issue ,554 

Western   States  Gas  and   F^lectric  Company,   to  issue 340 

STOCKTON  COMMERCIAL  W^AREHOX'SE  COMPANY,  to  issue  stock 190 

SUISUN  AND  GREEN  VALLEY  TELEPHONE  COMPANY,  to  issue  stock  238 

SULLIVAN,  E.   W.,  certificate 1044 

SUTCLIFFE,   JOHN   II.,   Bay  Cities  Sales  and  Advertising  Company;   The 

Pacific  Telephone  and  Telegraph  Company,  vs 286 

SUTTER-BUTTE  CANAL  COMPANY ;  P.  N.  Ashley  et  al.  vs 316 

SWEETWATER  WATER  CORPORATION;  E.  Melville  et  al.  vs 562 

To  increase  rates 562 

TECHNICALITIES,  legal,  not  looked  upon  with  favor 64 

TERMINAL    REFRIGERATING    COMPANY,    Los   Angeles    Ice    and    Cold 

Storage  Company ;  Rivers  Bros.  Company,  Incorporated,  vs 234 

THE  BEAR  VALLEY  I'TILITY  COMPANY,  certificate  to  issue  stock 393 

THE  CALIFORNIA-OREGON  POWER  COMPANY. 

To  execute  mortgage  and  issue  bonds 400 

To  issue  bonds 201,  238,  326y  624,  648 

THE  LIGHT  AND  POWER  UTILITY,  to  increase  rates 147 

THE  MONT'EREY,  SAN  FRANCISCO  EXPRESS  COMPANY,  certificate—  1047 
THE  MUNICIPAL  LEAGI  E   vs.   SOUTHERN  PACIFIC   COMPANY   ET 

AL.   (L.  A.  Case) 937 

THE  PULLMAN  WATER  COMPANY,  to  increase  rates 1060 

THE  WHITE  LINES,  complaint  of 1044 

THROCKMORTON.  HOWARD,  PTT  AL.,  complaint  of 163 

TITLE    GUARANTEE    AND    TRITST    COMPANY,    Glendale    Consolidated 

Water   Company,   to   purchase    property 388 

TONINL   BENJAMIN,   complaint   of 26 

TOWN  OF  SAUSALITO,  complaint  of 411 
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Bay  Cities  Transportation  Ck)mpany 122 

California   Southern   Railroad   Company 593 

Citrus  Belt  Gas  Company 248,  330  3(53 

Consolidated  Canal  Company ^ 877 

Dear,    Robert    C.    (stage    line) 473 

Fresno  Canal  and  Land  Corporation ^272,  877 

Glendale  Consolidated  Water  Company 388 

Greer,   W.  D.    (stage  line) 473,  1063 

HumboMt    Transit    Company 756 

Laguna   Irrigation  District 272 

Mariposa  Commercial  and  Mining  CJompany 861 

North  Glendale  Distributing  Company   (W.  W.  Lee) 857 

Northern    Electric   Railway    Company 798 

Pacific  Gas  and  Electric  Company 182,  246 

Sacramento    Northern    Railroad    Company 679 

Sacramento  Valley  West  Side  Canal  Company 194 

Santa  Barbara  Electric  Company 849 

Sierra  and  San  Francisco  Power  Company 182 

Smith,  Dr.  C.  Edgar  (water  system) 589 

Sonoma  City  Water  Works 502,  737 

Sonoma  Valley  Water,  Light  and  Power  Company 229,  502,  737 

Sonoma  Vista  Water  Company 502,  737 

Sonoma  Water  and  Irrigation  Company 737 

Southern  California  Edison  Company 721,  849,  1086 

Southern    California    Gas   Company 336 

Title  Guarantee  and  Trust   Company 388 

Van  Fleet,  Nelson  M.  (water  system) 643 

TUOLUMNE  COUNTY  ELECTRIC  POWER  AND  LIGHT  COMPANY,  to 

increase    rates 638 

TURTX)CK  HOME  TELEPHONE  AND  TELEGRAPH  COMPANY  (J.  L. 

Randolph),    to   increase   rates  and   execute   mortgage 392 

UNION  CONSTRUCTION  COMPANY,  complaint  of 532 

UNION  TERMINAL  WAREHOUSE  COMPANY,  to  increase  rates 151 

To  sell  stock 157 

UNITED  RAILROADS  OP  SAN  FRANCISCO.  AND  MARKET  STREET 
RAILWAY  COMPANY,  to  issue  stocks,  bonds  and  notes;  to  re- 
organize    166 

VALLEY  TRANSIT  COMPANY,  to  issue  stock 554 

VALUATION. 

Appreciation,  not  allowed 1022 

Appreciation  of  plant,  not  included  in  rate  base 633 

Going  concern  value,  not  included  in  rate  base 633 

Goodwill,  not  included  in  physical  assets 672 

Historical  reproduction  cost,  in  rate  case 1087 

Investment,  when  unfortunate 159 

VAN  FLEET,  NELSON  M.,  to  transfer 643 

VAN  NUYS  WIATER  SYSTEM,  to  define  senrice  area 897 

WATSON,  A.  B.,  complaint  of 18 

WEBB,  GRACE,  AND  MATTIE  L.  GOODWIN,  to  issue  notes  and  mort- 
gages         54 

WESTERN  MOTOR  TRANSPORT  COMPANY,  certificate 1038 

WESTERN   PACIFIC  RAILROAD   COMPANY. 

Grade  crossing 863 

Reorj^anization    , , 375 

Spring  Valley  Water  Company  vs.^ 191 

To  abandon  agency    (Calneva) 536 

To    issue    bonds 539 

WESTERN  STATES  GAS  AND  ELECTRIC  COMPANY,  certificate 710 

El  Dorado  Water  Company;  John  E.  Sexton  vs 776 

Re  rates  and  service 917 

To  increase  gas  and  electric  rates 917 

To  issue  bonds 52,  823 

To    issue    notes 371 

To  issue  stock 340 

WESTERN  UNION   TELEGRAPH   COMPANY,    rates,   charges,   rules   and 

regulations    187 

WHITE  BUS  LINE:  A.  B.  Watson  vs 18 

WHITE,  O.  C,  WATER  COMPANY ;  J.  S.  Hommes  et  al.  vs 814 
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WHITTIER  WATER  COMPANY,  to  increase  rates 180,     728 

WILLITS  WATER  AND  POWER  COMPANY,  to  refund  promissory  notes__     460 

WILSON.  THOMAS,  vs.  J.  L.  MARSHALL aSO 

WINDSOR  WATER  WORKS,  to  discontinue  service 1030 

WYANDOTTE  WATER  USERS'  ASSOCIATION,  complaint  of 833 

AVYANDOTTE  WATER  USERS'  ASSOCIATION  vs.  SOUTH  FEATHER 

LAND  AND  WATER  COMPANY 833 

YOUNG,  R.  B.    (Grizzly  Electric  Company),  to  issue  note 093 
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